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May Commentary – Private Vices, Publick Benefits 

Fund Overview 

The Fund seeks to achieve resilient returns over the long term by investing in a high-conviction, low turnover portfolio of ‘cheap 

endurables’, predictable cash generative businesses acquired at attractive cash-based valuations. 

 

Monthly Performance 

• The Fund unit price rose by 6.0% in May; the MSCI All-Countries World Index rose by 4.3% 

• YTD the Fund has declined by -1.7%; the MSCI All-Countries World Index has fallen by -9.2% 

• Since inception the cumulative monthly capture ratio of the Fund has been 1.4, with an average upside capture of 100% and 

downside capture of 71% 

 

Month in Review 

Markets continued to recover losses in May 

The top three contributing stocks were Aon, Equifax, and Wolters Kluwer.  We noted the prior underperformance of Aon in our 

April commentary ‘In Search of Resilience’ and alluded to adding to the holding, along with peer Marsh & McLennan, which also 

performed well in the month. It is satisfying to have been rewarded so quickly by the market. 

 

The biggest single detractor in the month was Prudential Plc, a new holding initiated as part of the ‘Basket of Deplorables’ 

bought in March, which rallied strongly subsequently to purchase but wobbled at the end of May as Hong Kong relapsed into 

political unrest.  This is disruptive to those new business sales which provide mainland Chinese nationals with access to Hong 

Kong dollar denominated savings products.  However, it is irrelevant to the long-term equity value provided that the Hong Kong 

dollar is not assimilated entirely within the Chinese financial system as we move towards 2047. 

 

May Commentary – Private Vices, Publick Benefits 

Political economist Bernard Mandeville published The Fable of the Bees in 1714 to explain modern consumer society to his 

contemporaries.  Private vices, he contended, have their public benefits.  For example, the self-seeking pursuit of accumulating 

non-essential goods supports mass employment in “manufactories”.  Viewed one-way, active fund management is a futile 

parimutuel system where the gains are divided amongst the competitors which leaves everyone a loser on average after 

deducting the costs incurred and fees charged.  Well done if you participate in the minority of funds that outperform, too bad if 

not, but let’s shift our feet uncomfortably if anyone ever asks about the utility of all this paper shuffling.  This need not be the 

case: active fund management has numerous social benefits. 

 

The first is price discovery.  The setting of prices by market forces rather than bureaucratic committee is a sine qua non of the 

capitalist system.  In this way, demand signals are transmitted to encourage changes in the supply of scarce inputs which 

results in the superior organisation of those resources – the definition of wealth creation.  Without a quorum of active fund 

managers continually seeking to uncover the correct intrinsic value of a business there can be no price discovery.  Indeed, 

outperformance is their ‘reward’ for correcting market inefficiency.  Since inception the Endurance Fund has bought cheap and 

sold expensive in premeditated fashion and outperformed by over 4 percent per annum.  Passive investing does not contribute 

to price discovery. 
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The second is to provide capital.  Since the Second World War stock markets have in aggregate returned capital to 

investors.  But individual companies still require equity financing.  For example, high-flying valuations attract IPOs that are 

supported by active managers.  Or established companies may need additional funds to get them through a crisis, sustaining 

the economy.  In the month Endurance participated in an equity raise by Compass Group.  Because they don’t attempt to 

outperform, passive funds cannot take a view as to whether they are throwing good money after bad. 

 

The third is active engagement.  As long-term owners of businesses active fund managers can hold capitalism to account; 

Endurance adopts a policy of active ownership to build a proactive and value-enhancing dialogue with management teams for 

the benefit of all stakeholders.  Whilst passive funds can engage in similar activities, it is not clear what sets the agenda. 

 

Just as Mandeville’s bee community thrived until they abandoned their desire for individual gain and the economy of their hive 

collapsed, active fund managers will be missed when they’re gone. 

 

 

 

Looking Ahead 

The Global Equity Endurance Fund is a portfolio of what we believe to be above-average businesses trading at a cheaper free 

cash flow yield than the market and a discount to their intrinsic value.  A combined focus on the durability of a company and the 

price we pay for the stock enables us to exploit opportunities and ought to make the approach adaptive to changing market 

conditions.  As a long-term strategy with low turnover we fully expect and recommend that unitholders judge our performance 

over a period of five years or more. 

 

Source: Aviva Investors 
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Key Risks 

The value of an investment and any income from it can go down as well as up and can fluctuate in response to changes in 

currency and exchange rates. Investors may not get back the original amount invested. 

Certain assets held in the Fund could be hard to value or to sell at a desired time or at a price considered to be fair (especially in 

large quantities), and as a result their prices could be very volatile. 

The Fund Invests in emerging markets, these markets may be volatile and carry higher risk than developed markets. 

The Fund invests in a small portfolio of securities. Losses from a single investment may be more detrimental to the overall 

performance than if a larger number of investments were made. 

The Fund uses derivatives; these can be complex and highly volatile. This means in unusual market conditions the Fund may 

suffer significant losses. In unusual market conditions, the Fund may have difficulty selling its investments, which may cause it 

to suffer losses, defer redemption payments or suspend dealing in shares. 

Investors’ attention is drawn to the specific risk factors set out in the fund’s share class key investor information document 

(“KIID”) and Prospectus. Investors should read these in full before investing.  

 

Important Information  
Unless stated otherwise any opinions expressed are those of Aviva Investors. They should not be viewed as indicating any 

guarantee of return from an investment managed by Aviva Investors nor as personalised advice of any nature. This document 

should not be taken as a recommendation or offer by anyone in any jurisdiction in which such an offer is not authorised or to 

any person to whom it is unlawful to make such an offer or solicitation. The legal documentation and the subscription 

documents should be read before an investment is made. Portfolio holdings are subject to change at any time without notice 

and information about specific securities should not be construed as a recommendation to buy or sell any securities.  

The Prospectus and Key Investor Information Document (KIID), are available, together with the Report and Accounts of the 

SICAV, free of charge from Aviva Investors Luxembourg, 2 rue du Fort Bourbon 1st Floor.L-1249 Luxembourg, Grand Duchy of 

Luxembourg R.C.S. Luxembourg B25708, Aviva Investors, St Helen’s, 1 Undershaft, London EC3P 3DQ or relevant office 

below.  The Prospectus is available in English and German. Where a sub fund of the SICAV is registered for public distribution in 

a jurisdiction, a KIID in the official language of that jurisdiction will be available. The Prospectus, the KIIDs, the Articles of 

Incorporation as well as the Annual and Semi-Annual Reports are available free of charge in Austria from Raiffeisen Bank 

International AG, Am Stadtpark 9, 1030 Vienna the paying agent and in Switzerland, from the representative and paying agent 

BNP Paribas Securities Services, Paris, succursale de Zurich, Selnaustrasse 16, 8002 Zurich, Switzerland. In Germany, The Paying 

and Information Agent in the Federal Republic of Germany is Marcard, Stein & Co AG Ballindamm 36 20095 Hamburg, Germany. 

In Spain, copies of the Prospectus and KIID together with the Report and Accounts are available free of charge from the offices 

of distributors in Spain. The UCITS is authorised by the CNMV with registration number 7. You can also download copies at 

www.avivainvestors.com. Aviva Investors Global Services Limited, registered in England No. 1151805. Registered Office: St 

Helen’s, 1 Undershaft, London EC3P 3DQ. Authorised and regulated in the UK by the Financial Conduct Authority and a member 

of the Investment Association. 

Issued by Aviva Investors Global Services Limited. Registered in England No. 1151805.  Registered Office: St Helens, 1 

Undershaft, London EC3P 3DQ.  Authorised and regulated by the Financial Conduct Authority. Firm Reference No. 119178.  
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