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Month: -3.2% gross / -3.4% net                                                  Total AUMs: US$44m 

Lauro is a European Long/Short Equity Fund managing a long-term concentrated portfolio of 20-

30 holdings. We believe deep fundamental research focused on ROIC, cashflow generation & 

attractive asymmetry are key to long-term value creation & maximise the idiosyncratic nature of 

our returns through our Active engagement with management teams 

MONTHLY/YEARLY HIGHLIGHTS 

Dear Friends – we send our best wishes to all to keep safe and healthy during these extraordinary times.   

We finished March down -3.4% net vs. -13.9% for the MSCI Europe Local index (SXXP). Picking up where we 

exited in February, it became clear that COVID-19 would continue to spread not only throughout Italy but globally, 

ultimately being classified a pandemic. On March 12th, as infections spread rapidly in the US, President Trump 

announced a state of emergency and the immediate suspension of travel between Europe and the US. The 

announcement sparked a panic with the SXXP falling -11.5% on the day  (vs -0.6% for the fund) on its way to a low 

of -25% for the month and -36% from its recent high in a matter of just 4 weeks.  

As the health crises converted into a full blown financial / economic crises, governments and central banks globally 

worked hand in hand to stave off the impacts of the hard-economic stop. Central banks dusted off their 2008 

playbook moving very quickly to cut rates and provide liquidity via the reintroduction of QE and other targeted 

measures. Governments used fiscal policy to minimise the impact from the shut down through direct handouts to 

businesses and individuals with varying versions of guaranteed debt and furloughed payments to employers to 

retain staff. With ~14% of global GDP (and more likely to come) allocated to this combined stimulus packages the 

market reacted logically – follow the money. SXXP recovered 14% in the last week and finished the month -13.9%.   

Key contributors/detractors – Entering March, we continued implementing our bear market playbook helping to 

minimise losses. The main detractors were our cyclical longs Ströer (-300bps despite strong results), Ryanair  

(-200bps), BAE (-190bps), Cairn Homes (-130bps), Saipem (-110bps) and Vinci (-100bps). The portfolio was well 

protected as the single stock shorts including German leasing (+250bps), European travel software (+180bps) and 

Global Asset Manager (+120bps) delivered significant value whilst the combined hedge baskets contributed 

+350bps. Tesco outperformed, flat over the month post the announcement of the sale of its Asian franchise.     

On the trading front, it was a busy month as we continued to adjust the portfolio as the magnitude of the economic 

hard stop became clear. We added to our single stock shorts – German Leasing, European Travel Software, Global 

Asset Manager as well as through baskets including the Italian Small Cap Index, German Small Cap Index, Travel 

Index and Weak B/S Index. On the long side we exited ISS, Informa whilst trimming Ströer. We also took profit in 

the SXXP Puts bought in January whilst increasing our position in Tesco.   

The liquidation in markets provided limited differentiation in stock performance in the initial instance. This 

combined with the unprecedented stimulus injected into the global economy provided opportunity to buy a falling 

market with our net exposure increasing from the bottom by ~13% to 23%. We added to BAE Systems, Vinci, 

Schneider, Vestas, and Man Group whilst initiating 4 new positions – Reckitt Benckiser,  Anglo American, Orpea and 

Salmar. Further, with China announcing the easing of lockdown measures on March 24th, the flattening of Italian and 

German infections, we bought back the Italian Small Cap Index (at a significant profit), started covering the SDAX as 

well as the German Leasing short. We rolled some of these shorts into a UK domestic basket, oil hedge and travel 

hedge as we expect more pain in these sectors given the limited visibility post lockdown. In all we exited March in 

good shape having protected our core positions to the downside whilst using weakness to initiate new positions. 

From the bottom the portfolio added around ~26% gross / ~13% net ending the month at ~138% gross / 23% net.  
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Navigating the COVID-19 pandemic: Next step – Gradual exit from lockdown. In February, we discussed how 

we converted a 50%+ net long portfolio with ~20% exposure to travel related names into one which is better placed 

to navigate the COVID-19 pandemic. We highlighted the buckets of risk and the factors driving portfolio 

construction. Having little to zero expertise in healthcare, we cannot predict with a high degree of certainty 

how the pandemic will evolve. To aid our decision making process, we are using a simplistic framework in tracking 

the key drivers of the health, financial and economic crises. We diagrammatically outline this framework as follows: 

 

• Government stimulus has bought 3-4 months of financial reprieve as the Global economy exit domestic 

lock-downs. Central banks have averted a financial crisis for now by boosting liquidity in the credit markets. 

In the meantime, the market will continue to front run the Fed in relation to compressing HY in particular 

on the back of a continued normalisation of fixed income markets. With targeted liquidity, sentiment 

in the equity markets will likely remain positive unless there is reacceleration or a second wave of infections.  
 

• Not all countries are created equal – each country will experience different recovery curves. Different 

political, economic and cultural systems (overlaid with political leadership) will determine the shape of the 

“V”. Some countries will enter a prolonged “W”. Current portfolio: long China / Germany; short UK / US.   
 

• Key measure of economic success is employment. Asia / Europe have a different model vs. the US.  

Government response is an experiment in socialism, an ideal which fits less comfortably in the US. We think 

the US Government’s approach will see a higher fiscal spend as a proportion of GDP overtime. $ weakness?     
 

• Recent conversations with CEOs / Board Members highlighted a lack of visibility particularly in 

understanding consumer behavior in the “new normal” post-COVID-19. We expect continued corporate 

restructurings with cost takeout, capex reduction and lower inventories despite the government stimulus. 

Base case – an economic crisis with a delay – unless we see a significant shift in consumer and corporate 

confidence coinciding with perhaps an early release of a vaccine? Different sectors will likely ramp up at 

varying speeds – manufacturing and construction in the first instance, followed by services / retail and lastly, 

travel and live events.   
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• The markets are factoring in a “V” shape earnings recovery for FY2021, baking in a +50% recovery in 2021 

earnings YoY. We remain cautious, expecting earnings for 2020 to fall by up to -45% in Europe vs current 

consensus of -30%.  
 

• After the recent rally in the S&P, it is now trading ~2SD 1 year forward P/E before the full impact of earnings 

downgrades. SXXP also trades above its long-term mean. Once on the “V” or recovery, we believe the markets 

will be in a better position to price the shape of the curve. Not having a particular insight into how the 

pandemic will evolve, we believe the market is ahead of itself and is setting itself up for disappointment. 

Look to convert short baskets into single stock shorts as the market rally continues.   
 

• We think Value sits in deep cyclicals - banks, oil, materials and autos. Choose your poison – we are long 

materials short oil. The potential for banks depends on the exit strategy for many economies and more 

importantly, whether the stimulus package is inflationary (vs. deflationary) – Too early to tell. 

Year 1 Anniversary in Running European L/S 

We converted from an Asian / European fund to a pure European fund from 1st April 2019. The rebased performance 

since April 1st is outlined in the following chart: 

 

Over the period we have demonstrated our ability to protect capital in challenging markets. Post-COVID-19 our 

focus is to extract significant alpha it what remains a low visibility environment. In terms of portfolio construction, 

we have built a well balanced portfolio between both the upside and downside risks associated with this crisis.  

We are monitoring the key stresses in the system and have built clear roadmaps around our core positions 

in order to react in either direction depending on the data.   Now that we have hit the 1 year anniversary of the 

European product we will be focusing on this chart to highlight the performance of the fund going forward whilst 

still providing historic performance for comparisons.    
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KEY FIGURES END OF MONTH 
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DISCLAIMER AND RISK WARNING 

These fund returns are calculated for a representative investor (invested since the inception in A-shares, our main 

product). Actual returns may vary based on investment timing, fee and share class differences. Net returns reflect the 

deduction of management fees, incentive fees and all fund expenses. 

Past performance does not guarantee future results. A portfolio could suffer losses as well as achieve gains. Future returns 

are not guaranteed and a loss of principal may occur. 

Lauro Asset Management Pte Ltd believes the source of the information and content in the communication to be reliable 

however it cannot and does not guarantee, either expressly or impliedly, and accepts no liability for the accuracy, validity, 

timeliness, merchantability or completeness of any information or data for any particular purpose or use or that the 

information or data will be free from error 

Lauro Asset Management Pte Ltd does not undertake any responsibility for any reliance which is placed by any person on 

any statements or opinions which are expressed herein. Neither Lauro Asset Management Pte Ltd, nor any of its affiliates, 

directors, officers or employees will be liable or have any responsibility of any kind for any loss or damage of whatever 

nature that any person may incur resulting from the use of this information. No reliance may be placed for any purpose on 

the information or opinions contained in this communication 

The content in this communication is intended only for actual or prospective investors in the Lauro Opportunities Fund 

who continue to meet the definition of qualified and or accredited / professional investors 

The content of this communication is strictly confidential and for background and information purposes only. The content 

has not been audited for veracity, factual accuracy or completeness by Lauro Asset Management Pte Ltd. The content does 

not purport to be full or complete 

No part of this communication may be copied, reproduced, disclosed or published in any manner whatsoever without the 

prior written permission of Lauro Asset Management Pte Ltd.  

This communication does not constitute or form part of any offer to issue or sell, or any solicitation of any offer to subscribe 

or purchase, any shares or any other interests in any jurisdiction or to any person, nor shall it or the fact of its distribution 

form the basis of, or be relied on in connection with, any contract or commitment whatsoever.  

The Fund has appointed Acolin Fund Services AG, 6 Cours de Rive, 1204 Geneva, Switzerland, as its Swiss Representative.  

Banque Heritage SA, 61 Route de Chêne, CH-1208 Geneva, Switzerland is the Swiss Paying Agent.  In Switzerland shares 

shall be distributed exclusively to qualified investors.  The fund offering documents, articles of association and audited 

financial statements can be obtained free of charge from the Representative. The place of performance with respect to 

shares distributed in or from Switzerland is the registered office of the Representative. 


