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About Us 

Vontobel Asset Management’s Quality Growth Boutique is the New York-based global investment management business dedicated 

exclusively to managing global and regional long-only equity portfolios. We seek to invest in high-quality growth companies with the 

goal of outperforming the benchmark, with less risk, over a full market cycle. Our goal isn’t unique – what sets us apart is our 

execution. One team of experts consistently applies the same approach to all of our global equity products. 

Vontobel Asset Management is a global multi-boutique asset manager with Swiss roots and investment teams in Zurich, New York 

and London.  

Vontobel Asset Management is one of the three business units of Vontobel Holdings AG.  
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Key Takeaways 

 

– In the fourth quarter of 2018, the Vontobel Fund - Global Equity Income declined 7.8% but outperformed the MSCI All Country 

World Index. The Fund’s strongest relative sector performance came from its financials holdings, led by U.S.-based CME 

Group, the world's leading derivatives exchange group. Our investments in the consumer discretionary sector also added to 

relative returns. Utilities was the only sector in the index that posted positive returns, albeit slightly, and our lack of exposure 

detracted from relative performance.  

 

– The Fund’s forward dividend yield is 3.8%, compared to the broad benchmark’s (MSCI All Country World Index) forward 

dividend yield of 2.9%. Also, importantly, the Fund’s dividend yield compares favorably to fixed income yields in major 

developed markets. In the fourth quarter, interest rates declined. As of December 31, 2018, the yield on the 10-year U.S. 

Treasury was 2.68%, the 10-year German Bund was 0.24%, and the 10-year Japanese government bond was -0.01%.  

 

– Macro concerns shaking the markets include the economic slowdown in China and Europe, the trade and geopolitical 

confrontation between the U.S. and China, uncertainty around Brexit, and the volatile oil price. With unrelenting discipline, we 

remain sharply focused on bottom-up research in pursuit of stable, quality growth dividend-paying companies at reasonable 

prices. Importantly, the long-term earnings outlook for our Fund companies, which ultimately determines the trajectory of stock 

prices, is intact.  

 

 

Performance (%) as of Q4 2018 (I-share class) 

 

Net returns Rolling 12-month net returns 

USD Fund Index USD Fund Index 

QTD -7.8 -12.8 1.1.2018-31.12.2018 -11.1 -9.4 

YTD -11.1 -9.4 1.1.2017-31.12.2017 23.3 24.0 

2018 -11.1 -9.4    

3 years p.a. - -    

5 years p.a. - -    

10 years p.a. - -    

Since launch p.a. 4.7 6.0    

Launch date: 

30.12.2016 

ISIN: 

LU0278093322 
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GLOBAL MARKETS PERFORMANCE (%) AS OF DECEMBER 31, 2018 FOURTH QUARTER 1 YEAR 

MSCI All Country World Index -12.75 -9.42 

MSCI All Country World ex U.S. Index -11.46 -14.20 

MSCI EAFE (Europe, Australasia, Far East) -12.54 -13.79 

MSCI Europe Index -12.72 -14.86 

MSCI Japan Index -14.23 -12.88 

MSCI All Country Asia Pacific ex Japan Index -8.88 -13.92 

MSCI Emerging Markets Index -7.47 -14.58 

S&P 500 Index -13.52 -4.38 

Source: FactSet, MSCI, S&P 

Expressed in U.S. dollars 

 

MSCI ALL COUNTRY WORLD INDEX SECTOR PERFORMANCE (%) AS OF DECEMBER 31, 2018 FOURTH QUARTER 1 YEAR 

Utilities 0.75 1.37 

Real Estate -4.00 -7.71 

Communication Services -6.21 -10.91 

Consumer Staples -6.58 -10.47 

Health Care -9.62 1.71 

Financials -11.89 -15.66 

Materials -13.35 -16.01 

Consumer Discretionary -14.43 -8.35 

Industrials -15.59 -14.40 

Information Technology -17.11 -5.81 

Energy -20.17 -13.27 

Source: FactSet, MSCI 

Expressed in U.S. dollars 

As of December 1, 2018, MSCI adopted changes to the GICS sector classification which includes the newly renamed Communication Services (formerly 

Telecom Services) and other changes to Consumer Discretionary and IT sectors. 

Market Review 

Global equity markets faced significant pressure as volatility 

escalated in the fourth quarter. The MSCI AWCI declined 

12.75%, bringing the index’s year-to-date return from 

moderately positive at the beginning of the quarter into 

decisively negative territory for 2018. A shift in sentiment from 

optimism to concern in U.S. markets was felt around the world: 

whereas the third quarter saw positive returns for all MSCI 

AWCI sectors except real estate, the fourth quarter saw all 

sectors decline except for utilities.  

U.S. equities alternated between panic and relief during the 

fourth quarter depending on the prevailing direction of news 

regarding trade tensions, monetary tightening and slowing 

growth in China. In December, the S&P 500 Index (S&P) 

declined 20% from its September peak. It ended the year down 

4.38%, a mild decline relative to the rest of the world but a 

noteworthy departure from its nearly uninterrupted climb in 

recent years.  

On the political front, the U.S.-China trade dispute continued 

largely unabated. Although no new tariffs were imposed during 

the quarter by either side, fears were amplified and markets 

spooked as the CFO of one of China’s leading telecom 

businesses, Huawei, was arrested in Canada. Much of the U.S. 

government also shut down late in the quarter as the soon-to-be 

Democrat-controlled Congress and President Trump reached an 

impasse on the further funding of government agencies due to a 

disagreement over funding for a border wall.  

Amid the market volatility and political uncertainty, company 

fundamentals remained sound and economic data was largely 

upbeat. The majority of S&P 500 companies beat consensus 

earnings estimates for the third quarter, and the fourth quarter 

appears on track to become the fifth straight quarter of double-

digit earnings increases. Third quarter GDP growth came in at 

3.4%, slower than the second quarter’s 4.2% rate, but still 

robust. On the consumer front, the national unemployment rate 

remained at a record low 3.7% in November. The U.S. Federal 

Reserve raised rates in December. Equities fell on the 

announcement, indicating diverging views on financial 

conditions between the Fed and the markets.  

European equities were hit hard across the board in the fourth 

quarter. Every country in the MSCI Europe Index was negative, 

with the majority in double-digit territory. Economic data 

reflected slowing growth: GDP for the EU 28 expanded at a 

1.7% clip year-on-year, a slowdown from the prior quarter’s 

2.1%. The ECB indicated that weak economic data would not 

deter its plan to halt its stimulative bond-buying program at year-

end. Meanwhile, an unresolved Brexit agreement between the 

UK and EU continued to add uncertainty as Parliament’s vote on 

Prime Minister May’s plan was delayed until January. On the 

Continent, the Italian government passed a budget late in the 

quarter. Although this assuaged the European Commission for 

the moment, Italy’s fiscal woes continue to attract the market’s 

attention. 

Emerging market performance fared only slightly better than the 

U.S. and Europe. Latin American equities were mixed, with 

country results hinging on local politics. Mexican stocks declined 

18.78% for the quarter in USD terms. While Mexican equities 

had initially greeted the landslide election of leftist Andrés 
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Manuel López Obrador with cautious optimism, his cancellation 

of a major Mexico City airport project fueled fear that his pro-

investment stance would be short-lived. Brazilian equities rallied 

mightily following the electoral victory of Jair Bolsonaro, 

reflecting hope that the hardline conservative would enact 

much-needed economic reform and spur growth. The MSCI 

Brazil returned 13.42% for the quarter in USD terms, not quite 

enough to put it in positive territory for 2018. 

Outlook 

Previously swept by momentum, markets are now 

recognizing heightened risks 

End-of-year outlooks are a long-held tradition for professional 

money management firms. They tend to mark a quiet time to 

reflect on the performance of global markets and the intricacies 

of portfolio construction. They may even allow for a few 

predictions about what the future may hold. But like the New 

York Yankees catcher Yogi Berra once said, “The future ain’t 

what it used to be.” 

With U.S. inflation concerns, rising interest rates, uncertainty 

around Brexit, anti-establishment parties gaining ground in 

Europe and the U.S. taking on China over its evolving trade and 

geopolitical aims, the market was bombarded by mixed 

messages this past year. The FTSE 100 suffered its worst year 

in a decade, down 8.78% in local terms, and the S&P has 

reversed all of its gains since September 2017 following a 9.2% 

fall in December. The markets were pummeled in the fourth 

quarter. None of the inputs were new, but concerns of a 

slowdown are becoming harder to avoid, some of it cyclical after 

a decade of growth, and some of it from structural risk. 

We are now seeing concerns across bond funds, where the 

proportion of BBB-rated debt, just above the investment grade 

hurdle, has grown notably over the past couple of years. It is not 

difficult to predict what happens to pricing and demand for 

investment grade debt if ratings slip south with a slowdown in 

the economy. In our view, the outlook for levered and cyclical 

companies has deteriorated over the past quarter, a 

development we expected but could not time. 

It is impossible to predict when the impact of exogenous issues 

will trickle down to the fundamentals of businesses. This is why 

we believe that a quality growth investor needs to remain 

mindful of risks throughout the economic cycle, no matter how 

long it seems that a boom might go on. We pay the insurance, 

so to speak, with lower relative returns on the cyclical highs, and 

we expect it to reimburse the Fund with value accumulation 

through difficult economic periods, which should invariably 

arrive. At times like this, some names that have been hit amid 

the market turbulence still have solid underlying fundamentals 

and long-term growth prospects. Our Fund should benefit from 

the coiled-spring effect as the market eventually recognizes 

these companies.  

Relative outperformance in tumultuous markets 

In the fourth quarter, the Vontobel Fund - Global Equity Income 

outperformed the benchmark, with the market off 12.8% and the 

Fund down 7.8%.  

Over the year, there were not many hiding places by broad 

geography and sector. By country, only tiny Qatar and Peru 

(combined benchmark weight of 0.14%) were in positive 

territory, while nine of the eleven sectors were negative for the 

year, of which six were down 10% or worse.  

Our Global Equity Income Fund withstood the gyrations of the 

energy sector with zero exposure over the full year vs. the MSCI 

ACWI exposure of 6.5%. The energy sector within the 

benchmark ended the year down 13.27%, after having been up 

8.63% at the 9-month mark (causing a headwind to our relative 

performance), but then fell 20.17% in the fourth quarter. 

Volatility is typical for energy, as the oil price is inherently 

unpredictable. Couple this with the sector’s capital intensity, and 

energy doesn’t meet our criteria for investment.  

Avoidance of weaker and more cyclical areas of the global 

economy is central to our approach and extends beyond the 

energy sector. Over the year and past quarter, we steered clear 

of frontier markets and weaker emerging markets, such as 

Turkey, due to questionable fundamentals, regulatory climate 

and politics. We also avoided cyclical industries such as U.S. 

capital markets (including Goldman Sachs and Morgan Stanley), 

which were down significantly for the year. In contrast, our large 

holding in derivatives exchange operator CME Group delivered 

a total return of 32.12% in 2018 and is one of our top five 

contributors for the year1. 

Seeking to add value through bottom-up selection and 

capitalizing on market mis-pricings 

We remain vigilant in our positioning as change sweeps across 

the globe. Over the past year, we have added to high-conviction 

holdings where we believe a momentum-driven market failed to 

adequately reward earnings strength and added new names 

that exhibit the consumer staples-like stability we look for, but 

with quicker growth.  

Consumer staples remains an important space for us. At year-

end, it represented our second largest sector exposure at 

24.6%, just behind financials. We continue to hold large 

multinationals like Unilever, one of our top ten positions. Some 

of our consumer staples holdings have been hit by EM currency 

swings, but their underlying performance is solid. Here, we are 

patient and continue carrying out the work of unearthing 

opportunities and identifying red flags. That said, we trimmed 

our staples exposure over the year in light of structural 

challenges in some areas of the sector.  

                                                             
1
 Please see full list of top and bottom 5 contributors at the end of this 

commentary. 

In our view, the outlook for levered and 

cyclical companies has deteriorated 

over the past quarter, a development we 

expected but could not time 
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Tobacco is an area that has changed significantly over the past 

couple of years with the development and uptake of new 

nicotine delivery products (vaping and heat-not-burn), that are 

less damaging to consumers’ health. However, the brand loyalty 

of these new products is unproven, and the opportunity for new 

players to take market share, as JUUL has done in the U.S., has 

made us less comfortable with the long-term earnings trajectory 

of these businesses. As a result, we have reduced our exposure 

to tobacco names. However, we retain a smaller position in 

British American Tobacco (BAT) and Philip Morris International 

(PMI) as we think the market has overly discounted these risks 

at current valuations. Earnings delivery is still largely in-line with 

previous expectations of high single-digit growth, with a 7% 

forecast dividend yield in the case of BAT and 5% for PMI.     

Despite negative market sentiment, we believe the long-

term earnings outlook for our holdings remains intact 

We remain sharply focused on bottom-up research in pursuit of 

stable, quality companies with sustainable earnings growth at a 

reasonable price. This requires unrelenting discipline and a 

defensive posture, both when it looks like the sky is the limit and 

when the bottom is dropping out.  

Even though absolute returns were down in 2018, the long-term 

earnings outlook for our Fund companies, which ultimately 

determines the trajectory of stock prices, is intact. We are 

confident in the names we hold and we are starting 2019 on an 

optimistic note. 

Sincerely, 

Global Equity Income Portfolio Management Team 

Igor Krutov and Ramiz Chelat  
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Perspectives  

Can Brick and Mortar Deliver for the Right Franchise? 

Traditional brick and mortar stores have received terrible press over the past few years. Companies such as Kmart and J.C. Penney 

in the U.S. and Debenhams in the U.K. have been eclipsed by e-commerce and a changing retail landscape, despite a strong 

economy. Many others, such as Toys “R” Us and Brookstone, have filed for Chapter 11 bankruptcy. However, for businesses with 

the right offerings, expansion through traditional stores can deliver faster growth, high returns, and strong free cash generation. 

Space growth can also provide a good level of predictability. By owning and operating the end retail space, and generating 

incremental growth from e-commerce, owners of strong branded products can benefit from much better control over pricing, 

inventory, display of that inventory, and service quality.  

Areas where we find the successful use of stores include:  

1. Direct to Customer (DTC) channels for powerful brands owned by companies such as Nike, Adidas, LVMH, and Inditex  

2. Convenience store chains, such as Couche-Tard, 7- Eleven and Casey’s General Store 

3. Food and beverage, including Starbucks and Yum China 

4. Off-price retail, particularly TJX  

As investments, we have a strong preference for companies that own brands, as opposed to distributing brands (such as traditional 

department stores). 

Clear competitive advantages  

As with any company we seek to invest in, we look for a clear and distinct competitive advantage that can sustain over the long 

term. A compelling offer is critical. The guiding principle of successful retailing used by Walmart founder Sam Walton was to ‘give 

your customers what they want’. But how do retailers adapt as those “wants” change? 

In apparel, it means having a contemporary fashion offering that evolves with changing consumer tastes. Many companies start out 

contemporary, but fail to evolve. To us, a company that exemplifies the ability to adapt is Spanish global fast-fashion retailer Inditex, 

owner of the Zara brand among others. Inditex is able to quickly provide high street fashion directly from designs inspired by 

catwalks in Milan and New York, but importantly at affordable prices. It can adjust collections within 15 days if a product isn’t selling, 

which is a rate three to four times faster than typical retailers. In order to do this, it uses a fast response logistics and supply chain. 

Through centralized manufacturing and working closely with suppliers in and around Spain, it can deliver products from 

manufacturing to storefronts at an unparalleled pace. This results in consistently achieving mid-single digit plus same-store sales 

(growth in sales from stores open more than one year), while competitors have been flat to negative. It also results in higher realized 

gross margins (58% to 60%), helped by less mark-downs. This has also proven to be very difficult to emulate. 

TJX, the leading player in off-price retail, is one of the exceptions we like as a distributor of other brands. Its consumer proposition is 

compelling as it provides attractive brands at significant discounts and can do this through its leading store network, strong 

merchandising capabilities, and relationships with a diverse merchant base. Buying scale is a crucial factor, and in terms of scale 

TJX has an unparalleled lead versus the competition with two and a half times the purchasing scale of the number two player Ross 

Stores, and nearly seven times that of the number three player Burlington. 

And we can also get defensive growth 

Areas like food retail and convenience stores can bring the benefit of attractive growth as well as cyclical protection. Convenience 

stores are an attractive segment as they have strong, consistent repeat traffic, tend to differentiate through stronger fresh food 

offerings, and are less impacted by e-commerce given the more immediate consumption. The convenience store market is 

consolidating rapidly with the scale and service of chains taking market share through both acquisitions and organic growth. In the 

U.S., only around 30% of the convenience store market is still held by chains such as Alimentation Couche-Tard (ATD) or 7-Eleven. 

ATD is the largest convenience store operator in North America, with a 13% overall market share, and it is also the largest operator 

in Europe. We see this company able to lift its growth rate through acquisitions from solid mid-single digit organic growth to mid-

teens.  

Across the emerging markets, convenience store operators that we believe have strong franchises include: CP All which has a 70% 

market share of the convenience store market in Thailand with its 7-Eleven franchise, coupled with the leading Cash and Carry 

format Makro. Femsa in Mexico operates the Oxxo convenience chain as the backbone of this powerful consumer staples company. 

Apart from solid space growth, there are longer-term margin expansion opportunities through an improved sales mix from freshly 

prepared food and new services. 
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Direct to consumer (DTC) – brand and products matter 

For DTC, the brand and product offering is vital. Few companies have the brand strength to profitably drive footfall. Athletic footwear 

is one area. It’s a space where the two global players – Nike and Adidas – dominate market share across almost every region. On a 

combined basis, Nike and Adidas market share stands at 40% globally across overall sportswear, and within that, footwear is even 

higher, at 60%. Market share has steadily been increasing over the last 10 years. So why is this the case?  

It is very difficult to gain credibility in athletics or sport without investing a tremendous amount in marketing and product over 

decades. Over the last 30 years, Nike, which began as a challenger in running, successfully progressed to conquer basketball, and 

then soccer sportswear and footwear. Under Armour’s inability to gain a meaningful presence outside either basketball or its home 

market in the U.S. is an indication of how high the barriers are. 

Nike is predominantly wholesale-dependent, with 70% of its revenues coming from this channel; however, it has strong control over 

the quality of its wholesale partners and is increasingly shifting its mix to DTC (retail and e-commerce). DTC is 30% of the mix now 

(versus 15% in 2008) but is expected to reach 50% over the next 5 to10 years, particularly as the e-commerce mix picks up.  

Luxury is another industry we find attractive. In luxury, the quality brands have a tremendous amount of history, stretching back 

more than a hundred years in cases like Louis Vuitton, Hermes or Bvlgari. These brands have also evolved over time and still 

produce high quality products that retain an element of desire among consumers. Hence, it is difficult for upstart brands to disrupt 

the established players.  

One thing we consider in this space is diversification of brands. Brands can go through cycles where they fall out of favor or don’t 

sufficiently innovate. We like LVMH as it has a strong and wide portfolio of brands.   

Rate of space growth matters 

Space expansion is an important element in providing growth visibility.  However, space growth needs to be measured – we are 

wary of companies that have aggressive space growth targets. A variety of problems can result including: taking on sub-optimal 

locations, cannibalizing existing stores, and managing brand perception. While equity markets can get excited about the near-term 

growth outlook, there is a higher risk that it will lead to weaker same-store sales and margins down a track from which it can be hard 

to reverse. One such example is fashion retailer H&M, which stuck to its 10% to15% space growth target for a number of years 

despite evidence of cannibalization and a clear pick up in competition from the likes of Primark.  

In the case of luxury, controlling space growth is critical because overexpansion can lead to a loss of desirability and exclusivity. 

Companies like Hermes and LVMH have been disciplined in sticking to low single-digit space growth over a number of years, even 

when they could have grown faster. In luxury, it’s better to have the top line driven by same-store sales rather than space growth. 

Prada is an example of a company that we felt expanded too aggressively after its IPO in 2011, where it targeted 15% to 20% space 

growth. Prada has faced negative sales growth since 2015, underperforming the sector significantly. We see Prada as still paying 

the price for its overexpansion strategy. 

The following chart illustrates the relationship between space growth, same-store sales, and margin expansion. The examples on 

the left are names we believe had a more thoughtful approach to space growth. To the right, H&M, Prada, and Magnit (Russia) have 

grown space quicker but are struggling with same-store sales and margins – naturally this is combined with company-specific 

competition and trading factors, but we believe the relationship is related.  

Achieving balance between space growth and same-store sales  

As of December 2017, Source: company data 
* F&L = Fashion and Leather division  
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Controlling distribution  

By owning and operating the end retail space, companies have much better control over pricing, inventory, and displays. While the 

fixed costs are higher, ultimately the benefits of controlling the inventory more than compensate, and for manufacturers they gain the 

wholesale and retail margins that would otherwise have gone to third party sellers. In luxury, it is even more important to control 

retail as brand perception is a major selling point. This was one of the problems that has hit Michael Kors in recent years.  Retail 

brands such as LVMH, Inditex, and Lojas Renner (Brazil fast retail) control their end distribution, which we believe gives them an 

important advantage. As the table below shows, they’re operating earnings held up well and continued to grow even through the 

financial crisis.  

Retail   2008 2009 

Inditex  Rev 10.3% 6.5% 

(Jan year end) EBIT 1.8% 8.6% 
  

  
  

LVMH (F&L)* Rev 6.9% 5.0% 

(Dec year end) EBIT 6.1% 4.2% 
  

  
  

Lojas Renner Rev 13.0% 8.0% 

(Dec year end) EBIT 3.0% 16.0% 

Source: Factset, *F&L = Fashion and Leather division 

Adapting to e-commerce 

E-commerce is becoming an increasingly important channel for retailers and comprises 10% to 20% of retail sales in most 

developed markets. One of the key elements that determines whether a retailer can benefit from e-commerce is if it owns the key 

brands it sells. Multi-brand distribution formats like department stores or even specialty sportswear formats tend to be more at risk 

from e-commerce, as the brands they distribute can go directly through those e-commerce channels. Hence, e-commerce often 

becomes cannibalistic. 

The key is to ensure that e-commerce can be done in a way which is neutral or incremental to returns, and that it integrates well with 

the brick and mortar store base. Being able to offer click-and-collect as well as effective handling of returns both on-line and through 

the stores are important elements of this strategy. Having inventory systems that are integrated between off-line and on-line stores is 

critical and has been a challenge for a number of retailers. We regard companies such as Inditex and Nike as companies which 

have made the transition well and are now generating a meaningful percentage of faster growing sales on-line, and at margins which 

are at least the same if not better than off-line.  

Attractive and sustainable returns 

We always look for high returns, but the question of whether a company can sustain those high returns ultimately hinges on 

successfully meeting several of the above criteria. We generally look for mid-teens or better ROICs from retailers, as illustrated by 

the chart below. These companies are sustainably managing store growth, and have been consistently generating high returns over 

the last decade.  

Stores as a growth driver – select companies after-tax ROIC  

 

Source: Factset. ROIC is return on invested capital. Note CPALL’s ROIC has fallen since 2012; however, this was due to the Makro 

acquisition and not because of any fundamental deterioration in the business. Its incremental ROIC has been improving. 
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 Conclusion 

While the retail space is littered with names that have fallen by the wayside, we see great potential from physical stores for the right 

franchises as the market changes. Companies with a strong brand and product line-up are providing their customers with the 

opportunity to see, try out and discuss the products with well-trained sales people and are amenable to how the customer chooses 

to buy or return, whether in store or on-line.   

We look for industry structures that are attractive or improving, companies that have a healthy balance between space growth and 

same-store sales, and a strong control over brands and distribution. Finally, we need to ensure they are well placed to generate 

incremental growth at decent returns from e-commerce. Meeting these criteria is a tall order for retail companies, but having this 

high threshold for quality is essential to help ensure attractive rates of sustainable growth. There are not many of these businesses 

across the planet, but there are some that we are excited about. 

 

Any investments discussed in this presentation are for illustrative purposes only and there is no assurance that the adviser will make any investments with the 
same or similar characteristics as any investments presented. The investments are presented for discussion purposes only and are not a reliable indicator of the 
performance or investment profile of any composite or client account. Further, the reader should not assume that any investments identified were or will be 
profitable or that any investment recommendations or that investment decisions we make in the future will be profitable. 
 

Performance Drivers
1
 

Our Global Equity Income Fund delivered a negative return 

for the fourth quarter but outperformed the MSCI All Country 

World Index (ACWI).  

The financials sector was the most significant contributor to 

our fourth quarter relative returns, driven by U.S.-based CME 

Group, the world's leading derivatives exchange group. CME 

turned in third quarter results that were slightly above 

expectations. Analysts upgraded fourth quarter estimates on 

higher market volatility, which generally benefits volumes and 

the company’s earnings.  

Our consumer discretionary holdings outperformed the index, 

with Starbucks providing solid returns. The market reacted 

to Starbucks’s fiscal fourth quarter 2018 favorable results: 

comparable same-store sales increased in the U.S. and 

China.  

Utilities was the only sector in the index that posted positive 

returns, albeit slightly, and our lack of exposure detracted 

from relative performance.  

Fund Changes 
 
We purchased three financials holdings over the quarter. We 

entered a position in Hong Kong Exchanges & Clearing 

Ltd., which owns and operates the only stock exchange and 

a futures exchange in Hong Kong, as well as their related 

clearing houses. The company provides the trading platforms 

for a range of cash and derivatives products and the facilities 

for processing trades. Over market cycles, we believe Hong 

Kong Exchanges and Clearing will grow faster than the 

market index due to market expansion, product innovation 

and operating leverage. 

                                                             
1
Please see full list of top and bottom 5 contributors at the end of this 

commentary. 
Purchases provided are the new purchases in the Vontobel Fund - Global 

Equity Income with positions greater than 50 basis points for the period. 

Sells provided are all names that were fully liquidated in the Fund  for the 

period. The holdings may not represent all of the securities purchased, 

sold, or recommended for advisory clients. 

 

We also purchased U.S. based PNC Financial Services 

Group, a large bank holding company that offers a wide 

range of services, including: retail banking, asset 

management, corporate and institutional banking, and 

residential mortgage banking. It owns approximately one 

quarter of BlackRock, one of the largest publicly traded 

investment management firms in the country. 

 

Also in financials we bought Brazil-based Itau Unibanco 

Holding, the largest non-government-controlled financial 

institution in Latin America. The company has a diversified 

revenue stream. In its domestic market, Itau has a strong 

deposit franchise in a consolidated banking system. Outside 

of Brazil, we believe the company will continue to grow its 

franchise throughout Latin America. With a strong 

management team and good corporate governance, Itau 

Unibanco has been capitalizing on its expanding footprint to 

deliver consistently high ROEs, which have averaged around 

20%. 

 

In health care, we purchased German-based Fresenius, a 

diversified healthcare business, with industry-leading 

businesses in hospital products (generic injectables, clinical 

nutrition, devices, infusion therapy), European hospitals, and 

dialysis products and services. The individual businesses 

benefit from consolidated industry structures, barriers to 

entry, and steady and non-cyclical demand growth. We 

believe Fresenius benefits from a durable and defensive 

earnings stream.  

 

We sold the following stocks to reallocate capital to better 

opportunities: Brazilian financials BB Seguridade, Russian 

financials Public Joint Stock Company Moscow 

Exchange, U.K.-based consumer discretionary Domino’s 

Pizza Group, Indonesian communication services PT 

Telekomunikasi and Denmark-based health care company 

Coloplast. 

.  
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Source: FactSet, MSCI 

As of December 1, 2018, MSCI adopted changes to the GICS sector classification which includes the newly renamed Communication Services (formerly 

Telecom Services) and other changes to Consumer Discretionary and IT sectors. 

Based on cumulative gross performance (USD) of a representative portfolio. The basis upon which the representative portfolio was selected is that the 

portfolio is the oldest and most representative account. The gross rates of return are presented before the deduction of investment management fees, other 

investment-related fees, and after the deduction of foreign withholding taxes, brokerage commissions and transaction costs. An investor’s actual return will 

be reduced by investment advisory fees. 

Country attribution based on top 5 / bottom 5 countries by total effect. 

Past performance is not indicative of future results. 

Total Effect: The net effect of the allocation and selection effects. A single-period sector or country’s geometric total effect is calculated by multiplying the 

product of one plus the allocation effect (AE/100 + 1) by one plus the selection effect (SE/100 + 1) and subtracting one from the result before multiplying by 

100. 
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United States 37.9%

United Kingdom 9.1%

Switzerland 9.0%

Netherlands 7.0%

Germany 6.1%

Hong Kong 5.8%

Spain 3.9%

Taiwan 3.7%

Sweden 3.0%

Mexico 2.7%

Singapore 2.7%

Brazil 2.0%

Poland 1.9%

Canada 1.6%

France 1.3%

Belgium 1.0%

Cash and Cash Equivalents 1.2%

Financials 27.5%

Consumer Staples 24.6%

Health Care 13.4%

Information Technology 10.1%

Consumer Discretionary 8.6%

Industrials 7.2%

Real Estate 5.3%

Communication Services 2.0%

Cash and Cash Equivalents 1.2%

Fund Data as of December 31, 2018 

 

Sector Allocation3 Country Allocation1 

  

 

TOP 10 HOLDINGS
1
 SECTOR COUNTRY % OF FUND  

CME Group Inc. Financials United States 5.1 

Unilever NV Consumer Staples Netherlands 5.0 

Taiwan Semiconductor Manufacturing Co., Ltd. Information Technology Taiwan 3.7 

RELX Plc Industrials United Kingdom 3.6 

Link Real Estate Investment Trust Real Estate Hong Kong 3.5 

Mastercard Incorporated Information Technology United States 3.4 

Coca-Cola Company Consumer Staples United States 3.1 

PepsiCo, Inc. Consumer Staples United States 3.1 

SAP SE Information Technology Germany 3.0 

Johnson & Johnson Health Care United States 2.8 

Total   36.3 

 

 

CHARACTERISTICS VONTOBEL GLOBAL EQUITY INCOME
1
 MSCI ACWI 

Market Capitalization (US$ bn), weighted average 96.7 131.5 

P/E - Forecast 12-month, weighted harmonic average 14.9 13.0 

Forward Dividend Yield (%) 3.8 2.9 

5 Yr Historical EPS Growth (%) 6.3 8.6 

Return on Equity, weighted average (%) 22.4 17. 7 

 

                                                             
As of December 1, 2018, MSCI adopted changes to the GICS sector classification which includes the newly renamed Communication Services (formerly 

Telecom Services) and other changes to Consumer Discretionary and IT sectors. 
3
 Based on the Vontobel Fund – Global Equity Income and shown as supplemental information to the composite presentation. Other accounts contained in the 

composite could have materially different statistics. The securities identified and described do not represent all of the securities purchased, sold or recommended 

for client accounts. The reader should not assume that an investment in the securities identified was or will be profitable 
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Fund Data as of December 31, 2018 

 

TOP 5 CONTRIBUTORS
1
 BY SECURITY: 3 MONTHS SECTOR AVERAGE WEIGHT (%) CONTRIBUTION TO RETURN (%) 

CME Group Inc. Financials 5.06 0.52 

Starbucks Corporation Consumer Discretionary 2.14 0.29 

Link Real Estate Investment Trust Real Estate 3.23 0.22 

American Tower Corporation Real Estate 2.07 0.17 

BB Seguridade Participacoes SA Financials 0.57 0.16 

BOTTOM 5 CONTRIBUTORS
1
 BY SECURITY: 3 MONTHS SECTOR AVERAGE WEIGHT (%) CONTRIBUTION TO RETURN (%) 

British American Tobacco p.l.c. Consumer Staples 2.52 -0.85 

Wal-Mart de Mexico SAB de CV Consumer Staples 3.19 -0.58 

SAP SE Information Technology 2.80 -0.55 

Mastercard Incorporated Information Technology 3.40 -0.53 

Taiwan Semiconductor Manufacturing Co., Ltd. Information Technology 3.51 -0.53 

TOP 5 CONTRIBUTORS
1
 BY SECURITY: 1 YEAR SECTOR AVERAGE WEIGHT (%) CONTRIBUTION TO RETURN (%) 

CME Group Inc. Financials 4.17 1.02 

Abbott Laboratories Health Care 2.46 0.58 

Mastercard Incorporated Information Technology 3.15 0.57 

Link Real Estate Investment Trust Real Estate 2.68 0.43 

Starbucks Corporation Consumer Discretionary 1.64 0.40 

BOTTOM 5 CONTRIBUTORS
1
 BY SECURITY: 1 YEAR SECTOR AVERAGE WEIGHT (%) CONTRIBUTION TO RETURN (%) 

British American Tobacco p.l.c. Consumer Staples 3.49 -2.19 

Philip Morris International Inc. Consumer Staples 2.78 -1.04 

Nielsen Holdings Plc Industrials 1.81 -0.90 

Lloyds Banking Group Plc Financials 2.60 -0.63 

Kraft Heinz Company Consumer Staples 1.39 -0.52 

 
  

                                                             
Source: FactSet. All returns are expressed in U.S. dollars 

As of December 1, 2018, MSCI adopted changes to the GICS sector classification which includes the newly renamed Communication Services (formerly 

Telecom Services) and other changes to Consumer Discretionary and IT sectors. 
1
 Based on a representative portfolio. The basis upon which the representative portfolio was selected is that the portfolio is the oldest and most representative 

account. Past performance is not indicative of future results. 
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Igor Krutov    Ramiz Chelat     

Executive Director   Executive Director     

Portfolio Manager   Portfolio Manager    

25 years in industry   20 years in industry    

17 years with Vontobel   12 years with Vontobel    

 

 

 
 

Sudhir Roc-Sennett     

Executive Director     

Head of Thought Leadership Group    

30 years in industry    

9 years with Vontobel    

 

 

Quality Growth - Our Investment Philosophy 

Our patient, growth-oriented investment approach is applied consistently across our global and regional strategies. It focuses on 

investing in high-quality companies that we believe will perform well during economic expansions, are resilient in difficult economic 

environments, and can compound our clients’ capital at a higher rate than the market over time. 

We believe that the earnings of a business will ultimately be reflected in its stock price. Since genuine high-quality businesses are 

scarce, our research team focuses on identifying those companies which they believe can sustain superior earnings growth over the 

long term, a feature which is underappreciated by the market. We believe that we can take advantage of this long-tail growth effect 

and add value for our clients by carefully constructing a portfolio of these types of businesses.  

This is a select group of companies, and, as a result, our portfolios are quite concentrated. By adhering to this investment approach, 

we seek to protect our clients’ assets in declining markets, while growing their assets in rising markets, thus driving super ior long-

term risk-adjusted returns. 
  



14/14 Investment Commentary / Global Equity Income / 4Q 2018 Vontobel 

 

Disclaimer 

This marketing document was produced for institutional clients, for distribution in AT,CH,DE,ES,FI,FR,GB,IT,LI,LU,NL,NO,PT,SE,SG (professional investors). 
This document is for information purposes only and does not constitute an offer, solicitation or recommendation to buy or sell shares of the fund/fund units or any 
investment instruments, to effect any transactions or to conclude any legal act of any kind whatsoever. Subscriptions of shares of the fund should in any event be 
made solely on the basis of the fund's current sales prospectus (the “Sales Prospectus”), the Key Investor Information Document (“KIID”), its articles of 
incorporation and the most recent annual and semi-annual report of the fund and after seeking the advice of an independent finance, legal, accounting and tax 
specialist. This document is directed only at recipients who are institutional clients such as eligible counterparties or professional clients as defined by the 
Markets in Financial Instruments Directive 2014/65/EC (“MiFID”) or similar regulations in other jurisdictions. 

In particular, we wish to draw your attention to the following risks: Investments in derivatives are often exposed to the risks associated with the underlying 
markets or financial instruments, as well as issuer risks. Derivatives tend to carry more risk than direct investments. Investment universe may involve investments 
in countries where the local stock exchanges may not yet qualify as recognized stock exchanges. 

Past performance is not a reliable indicator of current or future performance. Performance data does not take into account any commissions and costs charged 
when shares of the fund are issued and redeemed, if applicable. The return of the fund may go down as well as up due to changes in rates of exchange between 
currencies. The value of the money invested in the fund can increase or decrease and there is no guarantee that all or part of your invested capital can be 
redeemed. 

Interested parties may obtain the above-mentioned documents free of charge from the authorized distribution agencies and from the offices of the fund at 11-13 
Boulevard de la Foire, L-1528 Luxembourg, the representative in Switzerland: Vontobel Fonds Services AG, Gotthardstrasse 43, 8022 Zurich, the paying agent in 
Switzerland: Bank Vontobel AG, Gotthardstrasse 43, 8022 Zurich, the paying agent in Germany: B. Metzler seel. Sohn & Co. KGaA, Grosse Gallusstrasse 18, 
60311 Frankfurt/Main, the paying agent in Liechtenstein: Liechtensteinische Landesbank AG, Städtle 44, FL-9490 Vaduz, the paying agent in Austria Erste Bank 
der oesterreichischen Sparkassen AG, Graben 21, A-1010 Vienna. Refer for more information on the fund to the latest prospectus, annual and semi-annual 
reports as well as the key investor information documents (“KIID”). These documents may also be downloaded from our website at vontobel.com/am. Please note 
that certain subfunds are exclusively available to qualified investors in Andorra or Portugal. The KIID is available in Finnish. The KIID is available in Swedish. The 
KIID is available in Norwegian. The Fund and its subfunds are included in the register of Netherland's Authority for the Financial Markets as mentioned in article 
1:107 of the Financial Markets Supervision Act (“Wet op het financie¨le toezicht”). Refer for more information regarding subscriptions in Italy to the Modulo di 
Sottoscrizione. For any further information: Vontobel Asset Management S.A., Milan Branch, Piazza degli Affari 3, 20123 Milano, telefono: 0263673444, e-mail 
clientrelation@vontobel.it. The KIID is available in French. The fund is authorized to the commercialization in France since 09-JAN-04. Refer for more information 
on the funds to the Document d’Information Cle´ pour l’Investisseur (DICI). In Spain, funds authorized for distribution are recorded in the register of foreign 
collective investment companies maintained by the Spanish CNMV (under number 280). The KIID can be obtained in Spanish from Vontobel Asset Management 
S.A., Spain Branch, Paseo de la Castellana, 95, Planta 18, E-28046 Madrid or electronically from atencionalcliente@vontobel.es. The funds authorized for 
distribution in the United Kingdom can be viewed in the FCA register under the Scheme Reference Number 466625. This information was approved by Vontobel 
Asset Management SA, London Branch, which has its registered office at Third Floor, 22 Sackville Street, London W1S 3DN and is authorized by the 
Commission de Surveillance du Secteur Financier (CSSF) and subject to limited regulation by the Financial Conduct Authority (FCA). Details about the extent of 
regulation by the FCA are available from Vontobel Asset Management SA, London Branch, on request. The KIID can be obtained in English from Vontobel Asset 
Management SA, London Branch, Third Floor, 22 Sackville Street, London W1S 3DN or downloaded from our website vontobel.com/am. This document is not 
the result of a financial analysis and therefore the “Directives on the Independence of Financial Research” of the Swiss Bankers Association are not applicable. 
Vontobel Asset Management AG, its affiliates and/or its board of directors, executive management and employees may have or have had interests or positions 
in, or traded or acted as market maker in relevant securities. Furthermore, such entities or persons may have executed transactions for clients in these 
instruments or may provide or have provided corporate finance or other services to relevant companies. Although Vontobel Asset Management AG (“Vontobel”) 
believes that the information provided in this document is based on reliable sources, it cannot assume responsibility for the quality, correctness, timeliness or 
completeness of the information contained in this document. Except as permitted under applicable copyright laws, none of this information may be reproduced, 
adapted, uploaded to a third party, linked to, framed, performed in public, distributed or transmitted in any form by any process without the specific written 
consent of Vontobel. To the maximum extent permitted by law, Vontobel will not be liable in any way for any loss or damage suffered by you through use or 
access to this information, or Vontobel’s failure to provide this information. Our liability for negligence, breach of contract or contravention of any law as a result of 
our failure to provide this information or any part of it, or for any problems with this information, which cannot be lawfully excluded, is limited, at our option and to 
the maximum extent permitted by law, to resupplying this information or any part of it to you, or to paying for the resupply of this information or any part of it to 
you. Neither this document nor any copy of it may be distributed in any jurisdiction where its distribution may be restricted by law. Persons who receive this 
document should make themselves aware of and adhere to any such restrictions. In particular, this document must not be distributed or handed over to US 
persons and must not be distributed in the USA. 

 

 

 

 

Vontobel Asset Management  

Gotthardstrasse 43, 8022 Zurich 

Telefon +41 58 283 71 50 

Telefax +41 58 283 71 51 

 


