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October Commentary   

 

Fund Overview 

The Fund seeks to achieve resilient returns over the long term by investing in a high-

attractive cash-based valuations. 

 

Monthly Performance 

• The Fund unit price fell by -5.8% gross of fees in October; the MSCI All-Countries World Index fell by -2.4% 

• Since inception the Fund has increased by 59%, an annualised outperformance of 2.5% over the MSCI All-Countries World 

Index that has risen by 44% 

• Since inception the cumulative monthly capture ratio of the Fund has been 1.3, with an average upside capture of 97% and 

downside capture of 77% 

 

Past performance is not a guide to future performance 

 
Month in Review 

Markets almost retouched the all-time high set in September before retreating sharply. 

The biggest positive contributor was US regional bank First Republic (+50bps) during a month in which it reported results that 

demonstrated an accelerated pace of market share gains as the bank took advantage of competitor retrenchment.  The second 

biggest positive contributor Alphabet (+49bps) more than made up for a weak month in September in which it was the biggest 

single negative detractor. 

 

The biggest negative detractor was Relx (-55bps), a conglomerate of professional services assets.  

following the company has learned anything new since the summer: the small exhibitions business continues to operate at a 

loss pending an easing of business travel restrictions, and the impact of reduced university enrolment and constrained library 

budgets on their academic publishing journals remains to be seen.  We may add to the position. 

 

The second biggest negative detractor was Equifax (-

resiliency thanks to counter-cyclical revenue streams from their monopolistic Workforce Solutions data sets, with positive 

linkages to unemployment claims processing, and mortgage refinancing activity that has been stimulated by a lower Treasury 

yield curve.  

following their 2017 data breach still to come through.  Since the middle of February when the market began to selloff on 

coronavirus fears the stock is down -11% on a forward cashflow outlook that is little changed, having demonstrated superior 

qualities than our original assessment, underperforming a market down 4%.  Having trimmed the position back at higher levels, 

we may add to the position. 

 

October Commentary  Positive externalities 

 

In 1968 Bobby Kennedy gave a presidential campaign speech at the University of Kansas; 

pollution and cigarette advertising, and ambulances to clear our highways of carnage. It counts 

special locks for our doors and the jails for the people who break them. It counts the destruction of the redwood and the loss of our 

natural wonder in chaotic sprawl. It counts napalm and counts nuclear warheads and armored cars for the police to fight the riots 
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Similarly, we have long believed that conventional measures of economic output are insufficient barometers of success.  They 

account for negative values and ignore positive ones.  Identifying  and quantifying  so-

crucial part of how we integrate ESG considerations through a forward-looking qualitative analysis that relates to an 

assessment of future cashflows.  

chemical company, the price-gouging drug firm, or the clothing manufacturer cutting corners in their supply chain.  We contend 

that their financial statements do a poor job of capturing economic reality, and the reporting of revenues, profits and cashflows 

for such companies comes with heavy caveats. 

 

ntify.  Compensation claims, 

price regulation, and remediation costs are relatively tangible and straightforward compared to the nebulous societal benefits 

of lower-cost healthcare or a decarbonised economy.  Nevertheless, they matter.  Take Trane Technologies, for example, a 

global market leader in heating, ventilation, and air conditioning (HVAC).  Because this single activity accounts for around half 

the energy consumption of a commercial building the line item receives significant scrutiny for the potential efficiency gains it 

represents.  Initiatives such as the European Green Deal are helpful background music, but what does this mean for cashflow 

and intrinsic value?  from which we 

make a guesstimate that the demand boost could be equivalent to a quarter of their current HVAC business, spread over a 

decade, with recurring service revenue thereafter.  Other examples of portfolio companies exposed positively to this trend 

include Hubbell (utility transmission grid upgrades), Berkshire Hathaway (through the renewable energy arm), and Allegion 

(door technology is crucial to minimising heat wastage from buildings).  To be clear, our investment case in Trane or any of 

these companies was not predicated upon a particular government measure, and we are not thematic investors who seek to 

backfill the obvious with stocks.  But, we believe that it is imperative to acknowledge the existence of both negative and 

positive externalities, and look to price them appropriately. 

 

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. 
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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. 

t 

) 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 

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 the Paying Agent 

Raiffeisen Bank International AG, Am Stadtpark 9, 1030 Vienna. 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.  

In Europe this document is issued by Aviva Investors Luxembourg S.A. Registered Office: 2 rue du Fort Bourbon, 1st Floor, 1249 

Luxembourg. Supervised by Commission de Surveillance du Secteur Financier. An Aviva company. In the UK 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.  

In Switzerland, this document is issued by Aviva Investors Schweiz GmbH.  
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