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ALPHA UCITS SICAV - Fair Oaks Dynamic Credit Fund 

EXECUTIVE SUMMARY 

as 
no leverage, and all its investments are floating-rate1. 

FODC returned -8.5% in the period from June 2021 to June 20222. Since inception, the Fund has generated an annualised net 
return of 2.4%2. 

The EUR BBB Corporate Index, the EUR High Yield bond index, and the S&P European Leveraged Loan Index generated a 
negative gross total return of -10.82%, -13.27%, and -9.26% respectively, in the same period. 3,4 

18% at the end of June 
2022, while the gross yield to expected call has increased from 4.76% to 11.08%2. The yield of BBB-rated European corporate 
bonds increased from 0.12% to 3.10% and the yield of the JP Morgan EUR High Yield Index rose from 3.15% to 8.22% in the same 
period.4

1  CLOs at the end of June 2022 (from 79 CLOs in June 2021) with exposure to over 1,700 
bank loan issuers5. 

The trailing twelve-month default rate of the European leveraged loan index decreased from 1.1% in June 2021 to 0.6% in June 
2022. The European loan distress ratio (loans trading below 80c) increased to 4.4% in June 2022 from 2.0% at the end of June 
2021. The loan default rate in the US also decreased from 1.2% in June 2021 to 0.3% in June 2022 (the distress ratio is currently 
3.4%).4

We continue to maintain our preference for a conservative exposure to senior secured bank loans, by way of rated CLO securities 
which offer further protection via subordination of junior tranches and significant relative value.  

FUND PERFORMANCE 

FODC returned -8.5%2 in the period from June 2021 to June 2022. The European leveraged loan index and European high yield 
index generated returns of -9.3% and -13.3% in the same period, respectively. 

Figure 1  Fund performance:2,5

1 European CLO securities typically pay a floating-rate coupon consisting of a fixed spread over Euribor but with Euribor floored at zero.
2 Fund performance is on share class M EUR and is net of fees. This is the earliest share class with the longest track record but is no longer open
for new investment. 
3 S&P Global Market Intelligence. As at 30-Jun-22. 
4 JP Morgan European leveraged loan index and Euro high yield index. Data as of 30-June-22. 
5 Bank loan issuers sourced from Intex. Data as of 30-Jun-22.
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ALPHA UCITS SICAV - Fair Oaks Dynamic Credit Fund (Continued) 

PORTFOLIO REVIEW 

As at 30 June 2022, FODC had exposure to over 1,700 bank loan borrowers5 across 1  CLOs managed by 41 managers (Figure 
2), offering a diversified and defensive strategy. Each CLO portfolio, managed by a specialist CLO manager, is initially reviewed 
and subsequently monitored by Fair Oaks as portfolios will evolve over time as bank loans are repaid or sold and capital is 
reinvested. 

Figure 2  PORTFOLIO DISTRIBUTION BY CLO MANAGER (30-Jun-22)6 

positioning, targeting an efficient risk-reward profile in terms of rating, 
currency and duration. Having de-risked the portfolio in late 2019 and early 2020, since the market volatility experienced in March 
2020 the Fund has increased exposure to BB rated notes. At the end of June 2022, the Fund was exposed to 71% BBB rated 
notes and 29% BB rated notes (Figure 3) compared to 1% A rated notes, % BBB rated notes and 2 % BB rated notes at the 
end of June 2021.7

Figure 3  PORTFOLIO BY CLO RATING:7 Figure 4  PORTFOLIO DISTRIBUTION BY CLO CURENCY:7

All investments were in compliance with their relevant over-collateralisation tests as of 30 June 2022. 

6 Breakdown by market value of the CLO investments held by FODC as of 30-Jun-22. Valuations are independently sourced from a third-party

pricing vendor. 
7 Cash is excluded from the analysis.
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ALPHA UCITS SICAV - Fair Oaks Dynamic Credit Fund (Continued) 

UNDERLYING CREDIT QUALITY: SENIOR SECURED BANK LOANS 

The US and European trailing twelve-month bank loan default rates were 1.2% and 1.1% respectively at the end of June 2021 
and 0.3% and 0.6% respectively at the end of June 20228. According to a quarterly survey published by S&P Global Intelligence 
in June 2022, loan managers expect the 12-month US leveraged loan default rate to increase to between 1% and 1.5% by June 
20239.  

Figures 5 and 6 illustrate historic leverage and interest coverage multiples in the US and Europe. Leverage has continued to 
increase slightly in Europe while it decreased in the US during 2020 but increased again through 2021 and the first half of 2022. 
Interest coverage has decreased slightly the US and Europe in 2022 compared to 2021. 

Figure 5  TOTAL DEBT/EBITDA10: Figure 6  EBITDA/ CASH INTEREST10:

Companies have been active managing the term structure of their borrowings. Figure 7 and Figure 8 illustrates the relatively low 
volume of loan maturities in the near term. The low level of upcoming maturities lends support to the current expected default 
outlook in the short and medium term.  

Figure 7  EUROPEAN LOAN MARKET  10 Figure 8  US LOAN MARKET  MATURITY PROFILE ($ billion)10 

We expect default rates in CLO loan portfolios to outperform the overall loan market 
across issuers and industries and to comply with minimum requirements in terms of loan size, seniority and rating.  

8 S&P/LSTA US and European Leveraged Loan default rate by principal amount.
9 Default survey by LCD, an offering on S&P Global Intelligence. Surveys conducted in June 2021 and June 2022. 
10 S&P Global Intelligence. Distribution by year of maturity of the European and US loan markets. Data as of Q2 2022.
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ALPHA UCITS SICAV - Fair Oaks Dynamic Credit Fund (Continued) 

OUTLOOK 

Fair Oaks continues to believe that rated CLO notes are an effective way to invest in portfolios of high quality senior secured 
loans. In addition to the benefits of higher portfolio quality highlighted in this note, CLO debt investors also benefit from 
subordination of lower rated CLO notes and CLO equity.  

With rising defaults in mind and as concerns mount over macro-economic headwinds, we have run a number stress-test scenarios 
on the FODC portfolio. Mirroring the conditions of the 2000, 2008 and the Eurozone crises, we input variables including period 
default rates, recoveries, prepayment rates, CCC loan exposure, reinvestment spread/prices and historical rates. In all three 
sc rtfolio continue to be positive (the divergence in IRR is primarily a function of 
interest rate assumptions for the period).11 

Euro BBB and BB rated CLO notes are currently trading at the widest spreads since the global financial crisis, excluding a short 
window between March and May 2020 (Figures 10-13). Given their fundamental resilience under historical extreme stress 
scenarios, we believe they represent a compelling opportunity to take advantage of an attractive yield to maturity with 
significant potential upside if they are called early or spreads normalise.  

11 Fair Oaks Dynamic Credit portfolio as at 30-Jun-22.
12 Fair JP Morgan primary spreads for BBB CLOs and JP Morgan CLOIE for BB CLOs, as at 24-Jun-22.

Figure 18  US primary CLO BBB spreads12 Figure 19  US CLO BB spreads12

Figure 20  EUR primary CLO BBB spreads12 Figure 21  EUR CLO BB spreads12

0
200
400
600
800

1000

Ju
n-

13
De

c-
13

Ju
n-

14
De

c-
14

Ju
n-

15
De

c-
15

Ju
n-

16
De

c-
16

Ju
n-

17
De

c-
17

Ju
n-

18
De

c-
18

Ju
n-

19
De

c-
19

Ju
n-

20
De

c-
20

Ju
n-

21
De

c-
21

Ju
n-

22

Eu
rib

or
 +

 (b
ps

)

USD - CLO BBB Primary Spread Historical Average

Pre-March 2020 high

0
200
400
600
800

1000
1200

Ju
n-

13
De

c-
13

Ju
n-

14
De

c-
14

Ju
n-

15
De

c-
15

Ju
n-

16
De

c-
16

Ju
n-

17
De

c-
17

Ju
n-

18
De

c-
18

Ju
n-

19
De

c-
19

Ju
n-

20
De

c-
20

Ju
n-

21
De

c-
21

Ju
n-

22

Eu
rib

or
 +

 (b
ps

)

USD - CLO BB Primary Spread Historical Average
Pre-March 2020 high

0

50

100

150

200

250

Ju
n-

13
De

c-
13

Ju
n-

14
De

c-
14

Ju
n-

15
De

c-
15

Ju
n-

16
De

c-
16

Ju
n-

17
De

c-
17

Ju
n-

18
De

c-
18

Ju
n-

19
De

c-
19

Ju
n-

20
De

c-
20

Ju
n-

21
De

c-
21

Ju
n-

22

Eu
rib

or
 +

 (b
ps

)

EUR - CLO AAA Primary Spread Historical Average
Pre-March 2020 high

0

100

200

300

400

Ju
n-

13
De

c-
13

Ju
n-

14
De

c-
14

Ju
n-

15
De

c-
15

Ju
n-

16
De

c-
16

Ju
n-

17
De

c-
17

Ju
n-

18
De

c-
18

Ju
n-

19
De

c-
19

Ju
n-

20
De

c-
20

Ju
n-

21
De

c-
21

Ju
n-

22

Eu
rib

or
 +

 (b
ps

)

USD - CLO AA Primary Spread Historical Average
Pre-March 2020 high



ALPHA UCITS SICAV 

Investment  Reports (continued) 

Page 

scenario: 11.3%. The charts below show the key parameters used in the analysis.

.

ALPHA UCITS SICAV - Fair Oaks Dynamic Credit Fund (Continued) 
. 
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ALPHA UCITS SICAV - Fair Oaks High Grade Credit Fund 

EXECUTIVE SUMMARY 

as 
no leverage and all its investments are floating-rate.1 

FOHG returned -4.2% in the period from June 2021 to June 2022.2 Since inception, the Fund has generated an annualised net 
return of 2.4%.2

The JP Morgan AAA EUR corporate credit index and AA EUR corporate index generated a negative gross total return of -7.00% 
and -8.07%, respectively, in the same period.3 

une 
2022, while the gross yield to expected call has increased from 1.30% to 5.26%2. The yield of AAA-rated European corporate 
bonds increased from 0.00% to 1.86% and the yield of EUR AA corporate credit Index rose from -0.11% to 2.42% in the same 
period.3

 in  CLOs at the end of June 2022 (compared to 57 in 2021) with exposure to over 600 bank 
loan issuers.4 

The trailing twelve-month default rate of the European leveraged loan index decreased from 1.1% in June 2021 to 0.6% in June 
2022. The European loan distress ratio (loans trading below 80c) increased to 4.4% in June 2022 from 2.0% at the end of June 
2021. The loan default rate in the US also decreased from 1.2% in June 2021 to 0.3% in June 2022 (the distress ratio is currently 
3.4%)5. 

We continue to maintain our preference for a conservative exposure to senior secured bank loans, by way of rated CLO securities 
which offer further protection via subordination of junior tranches and significant relative value.  

FUND PERFORMANCE 

FOHG returned -4.2% in the period from June 2021 to June 2022.2 The JP Morgan European AAA and AA corporate bond indices 
returned -7.0% and -8.1% over the same period, respectively3. 

Figure 1  FUND PERFORMANCE:2,3 

1 Source: European CLO securities typically pay a floating-rate coupon consisting of a fixed spread over Euribor but with Euribor floored 
at zero. 
2 Source: Fund performance is on share class E EUR and is net of fees. This is the earliest share class with the longest track record but is no 
longer open for new investment. 
3 Source: JP Morgan European corporate bond index. Data as of 30-June-22. 
4 Source: Bank loan issuers sourced from Intex. Data as of 30-Jun-21. 
5 S&P Global Market Intelligence. As at 30-Jun-22.
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ALPHA UCITS SICAV - Fair Oaks High Grade Credit Fund (continued) 

PORTFOLIO REVIEW 

As at 30 June 2022, FOHG had exposure to over 600 bank loan borrowers4 across  CLOs managed by 34 managers (Figure 2), 
offering a diversified and defensive strategy. Each CLO portfolio, managed by a specialist CLO manager, is initially reviewed 
and subsequently monitored by Fair Oaks as portfolios will evolve over time as bank loans are repaid or sold and capital is 
reinvested. 

Figure 2  PORTFOLIO DISTRIBUTION BY CLO MANAGER (30-Jun-22)6 

-reward profile in terms of rating, currency and 
duration. Having de-risked the portfolio in late 2019 and early 2020, since the market volatility experienced in March 2020 the Fund has 
increased exposure to AA rated notes. At the end of June 2022, the Fund was exposed to 41% AAA rated notes and 59% AA rated notes
(Figure 3), compared to 44% AAA rated notes and 55% AA rated notes at the end June 20216.  

Figure 3  PORTFOLIO BY CLO RATING6: Figure 4  PORTFOLIO DISTRIBUTION BY CLO CURENCY7:

All Investments were in compliance with their relevant over-collateralisation test as of 30 June 2022. 

6 Breakdown by market value of the CLO investments held by FODC as of 30-Jun-22. Valuations are independently sourced from a third-
party pricing vendor. 
7 Cash is excluded from the analysis. 
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ALPHA UCITS SICAV - Fair Oaks High Grade Credit Fund (continued) 

UNDERLYING CREDIT QUALITY: SENIOR SECURED BANK LOANS 

The US and European trailing twelve-month bank loan default rates were 1.3% and 1.1% respectively at the end of June 2021 
and 0.3% and 0.6% respectively at the end of June 20228. According to a quarterly survey published by S&P Global Intelligence 
in June 2022, loan managers expect the 12-month US leveraged loan default rate to increase to between 1% and 1.5% by June 
20239. 

Figures 5 and 6 illustrate historic leverage and interest coverage multiples in the US and Europe. Leverage has continued to 
increase slightly in Europe while it decreased in the US during 2020 but increased again through 2021 and the first half of 2022. 
Interest coverage has decreased slightly the US and Europe in 2022 compared to 2021. 

Figure 5  TOTAL DEBT/EBITDA10: Figure 6  EBITDA/ CASH INTEREST10:

Companies have been active managing the term structure of their borrowings. Figure 7 and Figure 8 illustrates the relatively low volume of 
loan maturities in the near term. The low level of upcoming maturities lends support to a relatively benign expected default outlook in the 
short and medium term.  

Figure 7  EUROPEAN LOAN MARKET  MATURITY PROFILE 
10 

Figure 8  US LOAN MARKET  MATURITY PROFILE ($ billion)10

across issuers and industries and to comply with minimum requirements in terms of loan size, seniority and rating.  

8 Source: S&P/LSTA US and European Leveraged Loan default rate by principal amount.  
9 Default survey by LCD, an offering on S&P Global Intelligence. Surveys conducted in June 2021 and June 2022. 
10 Source: S&P Global Intelligence. Distribution by year of maturity of the European and US loan markets. Data as of Q2 2022. 
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ALPHA UCITS SICAV - Fair Oaks High Grade Credit Fund (continued) 

OUTLOOK 

Fair Oaks continues to believe that rated CLO notes are an effective way to invest in portfolios of high quality senior secured 
loans. Fair Oaks believes that investment grade CLO notes offer attractive relative value when compared with other 
comparatively rated fixed income assets. In addition to the benefits of higher portfolio quality highlighted in this note, CLO debt 
investors also benefit from subordination of lower rated CLO notes and CLO equity. 

With rising defaults in mind and as concerns mount over macro-economic headwinds, we have run a number stress-test scenarios 
on the FOHG portfolio. Mirroring the conditions of the 2000, 2008 and the Eurozone crises, we input variables including period 
default rates, recoveries, prepayment rates, CCC loan exposure, reinvestment spread/prices and historical rates. In all three
scenarios, the modelled gross IRRs for FOHG  be positive (the divergence in IRR is primarily a function of 
interest rate assumptions for the period).11 

Euro AAA and AA rated CLO notes are currently trading at the widest spreads since the global financial crisis, excluding a short 
window between March and May 2020. Given their fundamental resilience under historical extreme stress scenarios, we believe 
they represent a compelling opportunity to take advantage of an attractive yield to maturity with significant potential upside if 
they are called early or spreads normalise.  

11 Fair Oaks High grade portfolio as at 30-Jun-22.
12 Fair JP Morgan primary spreads for AAA CLOs and JP Morgan CLOIE for AA CLOs, as at 24-Jun-22.

Figure 10  US primary CLO AAA spreads12 Figure 11  US CLO AA spreads12

Figure 10 EUR primary CLO AAA spreads12 Figure 11  EUR CLO AA spreads12
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ALPHA UCITS SICAV - Fair Oaks High Grade Credit Fund (continued) 

. 

%. The charts below show the key parameters used in the analysis.

.
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ALPHA UCITS SICAV – J. Stern & Co. World Stars Global Equity Fund 

INVESTMENT OBJECTIVE 

The World Stars Global Equity Fund seeks to achieve its objective by investing in a concentrated selection of shares 
in leading global companies with enduring competitive advantages and a long runway of growth. 

We select companies based on our own fundamental research, taking a long-term horizon. We do not follow benchmarks 
and always seek to invest in quality and value. 

Quality means companies that are global leaders, have strong competitive positions and pricing power in structurally 
attractive and growing markets, have management teams with strong records of value creation and have robust balance 
sheets. 

Value means buying those companies at prices that allow for the prospect of significant capital growth over 5-10 years or 
more. 

PORTFOLIO PERFORMANCE 

During the twelve months to 30 June 2022, our World Stars Global Equity UCITS Fund returned -19.0% in the A1 USD share 
class in US dollar terms. Since inception, the strategy has generated 132.4% or 9.0% per annum on the A1 USD share class 
in US dollar terms. 

10% 

0% 

-10%

-20%

-30%
06/21 09/21 12/21 03/22 06/22 

World Stars MSCI World 

PERFORMANCE ANALYSIS 

Performance since launch on 8th April 2019 is that of the Fund’s A1 USD Share class. Prior to launch performance was that of J. Stern & Co.’s World Stars USD 
Strategy, which the Fund follows, based on total return (with dividends reinvested) and net of 1% fees per annum, deducted quarterly in arrears. Past 
performance is not a reliable indicator of future results; the value of any investment can fall as well as rise; and returns may increase or decrease as a result 
of currency fluctuations. Source: SS&C Technologies, Bloomberg, J. Stern & Co. 

    Cumulative               Annualised   
Jun-22    3 Months    2022 YTD    1 Year    3 Year    5 Year    Since Inception        3 Year       5 Year   Since Inception 

Portfolio -7.3 -16.9 -23.7 -19.0 +19.1 +47.2 +132.4 +6.0  +8.
0 

+9.0 
MSCI World -8.6 -16.1 -20.3 -14.0 +24.3 +48.4 +143.2 +7.5 +8.2  +9.5
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ALPHA UCITS SICAV – J. Stern & Co. World Stars Global Equity Fund (continued) 
MONTHLY PERFORMANCE, % TOTAL RETURN, USD 

MSCI Excess 
Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec YTD World return 

2012 - - - - - - - - - -1.8 +4.2 +0.4 +2.8 +2.0 +0.8 
2013 +3.3 +5.4 +0.8 +1.4 -1.1 -2.8 +3.3 -2.9 +6.2 +4.2 +1.7 +1.9 +23.1 +27.3 -4.2
2014 -5.7 +6.5 -0.5 +1.8 +1.9 +1.9 -4.6 +2.6 -3.1 -0.8 +2.2 -2.8 -1.3 +5.5 -6.8 
2015 -0.4 +5.3 -2.8 +2.8 +1.6 -4.2 +2.7 -7.8 -4.3 +10.0 +0.9 -1.3 +1.4 -0.3 +1.7 
2016 -5.7 +0.4 +7.1 +1.2 +0.7 +1.8 +2.5 -0.4 +2.4 -3.7 -2.1 +1.5 +5.0 +8.1 -3.1 
2017 +4.7 +3.1 +3.5 +3.4 +4.4 -1.6 +2.5 +0.4 +1.1 +4.4 +0.3 +1.8 +31.8 +23.0 +8.8 
2018 +8.1 -3.3 -0.9 +0.3 +2.7 +0.5 +3.0 +0.4 +1.1 -9.3 -0.4 -6.5 -5.2 -8.2 +3.0 
2019 +5.8 +1.9 +4.2 +3.2 -4.5 +6.1 +1.1 +0.4 -0.4 +2.5 +2.3 +3.1 +28.5 +28.4 +0.1 
2020 +0.4 -6.9 -8.5 +10.8 +4.4 +1.9 +6.5 +5.6 -3.6 -2.5 +8.4 +3.4 +19.4 +16.5 +2.9 
2021 -2.0 +0.9 +2.7 +7.0 +1.4 +2.3 +3.2 +2.0 -5.3 +4.8 -2.1 +3.9 +19.7 +22.3 -2.6 
2022 -6.6 -3.8 +2.2 -8.6 -2.0 -7.3 - - - - - - -23.7 -20.3 -3.4 

Performance since launch on 8th April 2019 is that of the Fund’s A1 USD Share class. Prior to launch performance was that of J. Stern & Co.’s World Stars USD 
Strategy, which the Fund follows, based on total return (with dividends reinvested) and net of 1% fees per annum, deducted quarterly in arrears. Past 
performance is not a reliable indicator of future results; the value of any investment can fall as well as rise; and returns may increase or decrease as a result 
of currency fluctuations. Source: SS&C Technologies, Bloomberg, J. Stern & Co. 

PORTFOLIO COMPOSITION AND TRADING 

Source: Bloomberg/SS&C Technologies. As at 30/06/22 
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ALPHA UCITS SICAV – J. Stern & Co. World Stars Global Equity Fund (continued) 
MONTHLY PORTFOLIO COMMENTARIES 

July 2021 

Our World Stars fund rose strongly in July as many of our companies reported substantial growth in Q2 sales or Q2 
earnings and raised their guidance for the full year 2021. In some cases revenues were ahead of Q2 2019, before the 
onset of the pandemic, especially in consumer and luxury goods. Within the 19 of our stocks that released Q2 revenues in 
July, ten were 4% or more ahead of consensus. 

Otis’ (+9%) Q2 results underlined its strong competitive position in the growing ‘vertical transportation’ market. New 
equipment sales in escalators and elevators rose by 25% and orders by 24%, with service revenues up 8%. Most of its 
service contracts have price escalation clauses to cover inflationary cost pressures. 

Alphabet (+8%) delivered outstanding Q2 revenue growth of 62% including 68% in Search, 84% in YouTube and 54% 
in Cloud. The growth in advertising revenues was broad-based across retail, travel, financial services and media & 
entertainment. The operating margin rose to 31% and net cash increased to $136bn after a Q2 share buyback of 
$13bn. 

ThermoFisher (+7%), the global No 1 in life sciences, reported 27% organic growth in Q2 sales in the core business, 
excluding Covid-19 revenue. In many areas of its business and end markets, activity has recovered to pre-
pandemic levels. 

August 2021 

Our companies have continued to report strong performance during the Q2 results season, with increased 
confidence from management teams over the trading outlook. 

Alcon’s (+14%) Q2 results revealed a broad acceleration in top-line growth and operating margins of 18.2%. In surgical 
equipment, where it is the global No 1 in cataract and vitrectomy (retinal), sales were 14% higher than Q2 2019 with 
clear evidence of market share gains. The vision care division also achieved faster growth in both contact lenses and 
ocular health products. 

Salesforce’s (+10%) Q2 results underlined the strength of its competitive positive in enterprise software as investment in 
digital transformation increases in the post-Covid world. Revenues increased by 24% and the operating margin rose to 
20.4%. Early indications on the $27.7 billion acquisition of Slack are positive. 

Amongst our industrial holdings, Amphenol (+6%) and Eaton (+8%) reported Q2 organic sales growth of 22% and 27% 
respectively, with significant margin expansion. These companies have broad exposure to higher business investment 
across automotive, aerospace, automation and communications driven in large part by the ‘electrification of everything’. 

The Chinese government’s measures to increase its influence on the big Chinese technology companies and to emphasize 
‘common prosperity’ have had a significant impact. We have no holdings listed in China and believe that a wider 
income distribution will be positive for China and will increase demand for the consumer and luxury goods which our 
companies sell to Chinese customers. 

September 2021 

After strong gains this year our World Stars Global Equity fund gave up ground in September in line with global markets. 
Supply chain issues in some industries, higher inflation numbers and an increased expectation of higher interest rates 
in 2022 stimulated profit-taking. 

Despite these well-known pressures, we are confident in the outlook for our high-quality companies. They are typically 
market leaders in long-term growth industries, relatively well-insulated from the main areas of cost pressure such as 
labour and commodities, and price leaders in their industry based on clearly differentiated products, strong 
brand franchises and a record of innovation.



         ALPHA UCITS SICAV 
Investment Managers’ Reports (continued) 

Page  

ALPHA UCITS SICAV – J. Stern & Co. World Stars Global Equity Fund (continued) 
September 2021 (continued) 

Pernod-Ricard (+7%) was the top performer. For the full year it reported 10% organic revenue growth and an 18% rise 
in EBIT. The results provided broad evidence of continued premiumisation and share gains in most major markets. We 
concur with the management’s view that China’s Common Prosperity policy, with its aim of doubling the number of 
middle-class citizens to 800m by 2030, will provide a clear boost to global spirits and consumer goods companies. Diageo 
(+3%) also produced an upbeat trading statement at the end of the month. 

At its Investor Day ThermoFisher (+3%), the leading global life sciences company, raised its estimate for long-term 
revenue growth to 7-9% p.a. from 5-7%. Including 40-50bps of annual EBIT margin expansion, EPS growth is now expected 
to be 13-15% p.a. Following this confident message, with faster growth in the core business post-Covid, we raised our 2022 
EPS estimate by 7%. 

October 2021 

Consistently strong trading results from many of our companies drove a significant recovery in the World Stars Global 
Equity fund in October. This occurred as global equity markets were boosted by investors seeking protection from 
higher inflation and seeking to limit their exposure to rising interest rates. 

Six of our holdings rose by 10% or more. Three in digital transformation, and one each in consumer, healthcare & life 
sciences and industrials & infrastructure. This underlines the breadth of commercial progress being achieved by 
companies across our four broad sectors, despite the well-known challenges of input cost inflation and supply 
chain pressures. 

Alphabet’s (+11%) Q3 results showed further substantial growth in revenues, margins and cash generation, 
which have combined to drive the stock up 70% this year. Its high-margin advertising revenues rose by 44% and the 
group EBIT margin in Q3 rose to 32% (24%). 

L'Oreal’s (+10%) Q3 sales increased by 14% on an organic basis and were 15% above Q3 2019. The company is 
currently growing at almost twice the rate of the global beauty market with particular gains in L’Oreal Luxe, Active 
Cosmetics and Professional. 

Our two payments companies, Mastercard & Visa, both reported revenue growth of 29% in Q3, with EBIT margins of 57% 
and 66% respectively, but a relatively slow recovery in travel spending and cross-border payments. We remain confident 
in the outlook with multiple growth drivers in both stocks. 

November 2021 

November started strongly in global equity markets, driven by robust company results and positive economic 
indicators, especially in the US. Momentum was undermined by growing concern over the longevity of higher inflation 
and the emergence of the omicron variant of Covid, which combined to trigger renewed volatility. Against this 
background the World Stars Global Equity fund performed in line with the global equity market. For 2021 YTD our overall 
progress remains strong in absolute terms. 

Sika (+16%) led the portfolio and is now 50% up this year in CHF. It announced the acquisition of MBCC, the construction 
chemicals business, for CHF5.5bn or 8.5x EV/EBITDA including synergies. This is a good price for a highly complementary 
purchase which will enhance Sika’s EPS by an estimated 12-14% in year one. The new CEO is clearly aiming to 
accelerate Sika’s positioning as an enabler in sustainability with an increased focus on innovation. 

Amphenol’s (+5%) Q3 revenues rose 13% on an organic basis, including ~25% growth in its three largest divisions of 
industrials, automotive and IT & datacom. The company has a leading position in the secular growth markets of 
connectors and sensors, which are driven by the ‘electrification of everything’. 
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ALPHA UCITS SICAV – J. Stern & Co. World Stars Global Equity Fund (continued) 
November 2021 (continued) 

Diageo (+5%) lifted its medium-term targets for organic sales and EBIT growth, including an ambition to raise its share of 
the ‘total beverage alcohol’ market from 4% to 6% by 2030. The business is benefiting from secular growth in spirits, 
where it is global No 1, from mix improvement and innovation, scale benefits, and the reinvestment of cost savings 
in marketing. 

December 2021 

Our World Stars Global Equity fund rose strongly in December. Most of our companies continue to report on robust 
trading and manageable pressures from inflation. Fears over the Omicron variant have been assuaged by evidence 
of a lower viral impact and by the efficacy of vaccines. Actions by policymakers, notably the Fed with its 
revised plan to end the QE programme in March 2022, have boosted confidence in the strength of the economic 
recovery. 

Performance for the month was led by companies whose prospects are influenced by the immediate Covid- related 
trading environment, including Mastercard (+14%) and Visa (+12%), by healthcare companies, and by our industrial 
holdings which will benefit from the upcoming super-cycle of capital investment, including Amphenol (+9%), a leading 
supplier to the industrial battery and renewable energy segments, and Eaton (+7%), a key beneficiary of the 
accelerating shift towards electrification. 

We will have to be vigilant about inflation and the policy response that would follow if inflationary pressures 
become more intense and prolonged. Our portfolio is focused on leading global companies with enduring competitive 
advantages in attractive long-term growth industries, and an ability to be price leaders. We look to avoid industries 
with structural weaknesses such as high labour intensity, a lack of price discipline or low margins. 

We anticipate a strong economic recovery in 2022, driven by consumer spending, higher industrial capex and an 
easing of supply chain disruption. Uncertainties around inflation will remain, but we believe that overall it will provide 
a favourable background for our World Stars companies. 

January 2022 

After strong gains in 2021 our World Stars Global Equity fund gave up ground in January. It was a challenging 
month for markets with increased concerns over inflation, a sharp rise in the 10 year Treasury yield from 1.34% in 
early December to 1.8%, and an escalation in geopolitical tensions. Offsetting these pressures, many of our 
holdings have continued to report very robust trading results even if their outlook statements have been less specific in 
tone and content. 

Activision Blizzard (+19%) was the top performer as it received a $69bn cash offer from Microsoft, reflecting its strategic 
value in a consolidating industry with significant long-term growth levers. 

Most of our other digital stocks have held up well, reflecting their scale, profitability and strong cash flows. For 
example, just after the month end, Alphabet reported Q4 revenue growth of 32% and a rise in the full year operating 
margin to 31% (23%). The stock rose 10% on the day, after a 6% fall in January. 

Our payments holdings reported ~25% revenue growth in Q4 2022 with cross-border volumes now above . 
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ALPHA UCITS SICAV – J. Stern & Co. World Stars Global Equity Fund (continued) 
February 2022 

The month was heavily impacted by Russia’s invasion of Ukraine last week. Meanwhile, many of our companies 
reported strong results and positive outlooks. Our World Stars Global Equity fund declined by month end but closed well 
above its earlier lows. 

The geopolitical outlook remains highly uncertain with no clear picture on the scope or duration of hostilities in 
Ukraine and their impact on the global economy. However, it is evident that they will accelerate and amplify the 
changes to global supply chains already in train as a result of the Covid-19 pandemic. 

Our companies are well placed to weather this adversity. They have a global footprint with minimal direct revenues 
in Russia or Ukraine, and a low exposure to the primary areas of inflationary pressure. They are leaders in attractive, 
long-term growth industries, with pricing power and strong balance sheets. During previous bouts of volatility they 
have used their business models and financial resources to strengthen their competitive positions. 

Raytheon (+14%) was the top performer. In February it reaffirmed the strong recovery in commercial aftermarket 
revenues. Although the conflict is likely to cause disruption to air travel, the airlines are experiencing a major rise in 
underlying demand post-Covid. 

Meta Platforms’ (-33%) Q4 results highlighted increased competition, a shift in engagement with negative mix 
and some impact from Apple’s iOS changes. We believe that the market has over-reacted and see substantial 
upside from this point based on Meta’s scale, high margins and breadth of growth levers. On revised earnings forecasts, 
the P/E is 14.5x for CY2022 and 12.5x for CY2023. 

March 2022 

In a month dominated by the devastating Russia/ Ukraine conflict and its global impact, our World Stars Global Equity 
fund was resilient, rising by 2% during the month and by over 10% from its recent low point. Public statements from our 
companies naturally has have turned more cautious, but with minimal revenues in Russia and Ukraine, and 
powerful competitive positions in attractive growth industries, we are still anticipating good progress in sales and 
earnings in 2022 for most if not all of them. 

Nvidia (+14%), a new position we bought taking advantage of the share price weakness, was the top performer last 
month. Nvidia, a global leader in computing, increased its long-term growth forecast for its total addressable market to 
$1 trillion. This compares to Nvidia’s 2022 revenues of $27bn (+61%) and underlines the scale of the future opportunities 
for its GPU accelerator chips across gaming, AI, edge and cloud computing, and autonomous vehicles. 

Four of the top performers last month were in healthcare & life sciences, benefiting from a strong recovery in 
elective surgery, the reinvestment of Covid-related cash flows in new products and add-on acquisitions, and powerful 
business models which should be able to largely withstand inflationary pressures. 

Eaton’s (+1%) investor day emphasized the scale of its repositioning in recent years, with a marked shift in favour of higher 
margin and higher growth areas. The business is now targeting organic revenue growth of 5-8% p.a. with EBIT margin 
expansion from 19% to 24% by 2025. Eaton will be a major beneficiary of the upcoming super-cycle of global capital 
investment. 
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ALPHA UCITS SICAV – J. Stern & Co. World Stars Global Equity Fund (continued) 
April 2022 

Our World Stars Global Equity fund declined in line with the global equity market. Our fund is invested in high quality 
stocks in long-term growth industries, but it is not immune from economic and geopolitical concerns including inflation, 
the current challenges for policymakers particularly in the US and China, and the need for realignment of global 
supply chains. These concerns have compressed multiples across global equities. 

We have been encouraged by the Q1 results from the large majority of our companies. Typically, they are gaining 
market share in their industries, they have active plans to cover input cost inflation with price increases or cost 
savings, they are encountering limited price elasticity to date, and they are investing in new growth initiatives. The 
revenue exposure of our portfolio to Russia and Ukraine is immaterial, well below 2%. 

Our consumer stocks have reported robust Q1 revenue growth led by LVMH at 23% and Pernod-Ricard at 20%. Nestlé 
was the top performer in the portfolio and reported 8% organic revenue growth in Q1 including price increases of 
5.2%. Our payments companies delivered 45-50% growth in cross-border volumes in Q1. 

Multiple compression was quite marked in our technology stocks. Some have reported slower growth against very 
strong comps in 2021. For example, Amazon’s 9% revenue growth on flat FX lapped 41% growth in Q1 2021. But the 
broader picture remains one of powerful competitive positions in long-term growth markets, with high margins and 
powerful cash flows. 

May 2022 

Our World Stars Global Equity fund declined in May but closed the month 5% above its low point this year. The news 
flow and reported results from the large majority of our companies has remained very robust in May, despite the 
economic and geopolitical uncertainties. Markets have been encouraged by various indicators including the decline 
in core PCE inflation in the US to 4.9% in April, the fall in the 10 year treasury yield to 2.85% from over 3.1% in early May, 
and initial steps to re-opening in China. 

Two of our digital stocks had strong Q1 results. Nvidia’s total revenues grew 46%, including 83% in its largest data 
centre division, with a 90 basis points increase in gross margin to 67.1%. Salesforce reported 26% revenue growth in Q1 in 
constant currencies. For the full year it lowered its revenue guidance to +20% but increased its targeted operating 
margin to 20.4% (18.7% in 2021). Importantly, the company noted a “very strong” outlook for demand. 

Four of our top ten stocks were in healthcare & life sciences. Alcon reported 16% organic sales growth in constant 
currencies, with underlying recovery and significant market share gains across surgical and vision care. It lifted its 
guidance for full year EPS by 6%. With its Q2 results, Becton Dickinson reaffirmed its target of lifting the EBIT margin from 
19.6% in FY2021 to 25% in FY2022. 

We believe that the current pullback in our World Stars fund is a great opportunity to invest in high-quality global stocks 
in long-term growth industries after a significant compression in valuations. Our portfolio should deliver 10% p.a. 
revenue growth over 2022-23 with margin expansion and powerful cash flows. 

June 2022 

Our World Stars Global Equity fund declined in June, outperforming markets buffeted by the ongoing macro-
economic issues, in particular headline inflation of 8-9% in many major economies and concerns over the ability of 
central banks to deliver a soft landing. 

The US economy is clearly slowing and the 10 year Treasury yield has retreated below 2.9% from a recent peak 
of 3.5%. Upcoming second quarter results will show just how much companies are impacted and whether the 
inevitable technical recession will turn into a more significant downturn. 
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ALPHA UCITS SICAV – J. Stern & Co. World Stars Global Equity Fund (continued) 
June 2022 (continued) 

Companies that reported off quarter provided early indications. Salesforce (+3%) was the top performer 
following first quarter results with 26% revenue growth in constant currency. After a solid set of second quarter results, 
Adobe (-12%) reduced its full year revenue growth guidance to ~17% in constant currency, strong growth by any 
measure, but less than expected by markets. However, the business is gaining share in expanding addressable 
markets, has an EBIT margin of 35% and rising, and a forecast free cash flow yield of 4.8% in 2023. Adobe’s share price 
decline leaves it attractively valued on a 23x P/E for calendar year 2023. 

We will stay vigilant but expect second quarter results to show continued good progress from most of our companies. 
Their outlook will be more cautious in the short term, but it should not detract from their powerful competitive positions 
in long-term growth industries and their prospects for value generation. At today’s valuations they represent great 
opportunities for investors to buy high-quality stocks. 

FUND INFORMATION 

Sustainability & ESG 
J. Stern & Co is a signatory to the UN PRI; a Member of the SASB Alliance; and strategically aligned to the UN’s 17
Sustainable Development Goals and its ten Global Compact principles.

The World Stars Global Equity Fund is classified as an ‘Article 8 Fund’ under the EU’s SFDR framework. 

Important Information 

^ Active Share is as at 1st December 2021 and AUM is latest available at time of going to print. * Minimum investment is stated in share class currency. 
Share classes currently available are set out on previous page; other classes can be made available in all currencies displayed and with alternative fee 
structures on request. 

J. Stern & Co LLP is the Investment Manager of the J. Stern & Co. World Stars Global Equity Fund, a sub-fund of Alpha UCITS SICAV (the “Fund”), 
incorporated in Luxembourg as a UCITS and regulated by the CSSF. J. Stern & Co LLP is also the issuer of this factsheet. This is a marketing 
communication. The information provided is not a recommendation to purchase shares in the Fund, nor should it be considered as a form of investment 
advice or solicitation to conduct in investment business. Any decision to invest in the Fund should be based solely on the Prospectus and relevant KIID(s), 
which are available from our website. If you are in doubt about the suitability of this Fund you should seek advice from your investment advisor. Data is 
sourced from RBC Investor Services Bank SA, SS&C, Bloomberg and J. Stern & Co. and no warranty of accuracy is given. The views expressed on the date 
of publication are those of J. Stern & Co. and/or the actual author(s) and are subject to change without notice. 

More information on J. Stern & Co. is at 
www.jsternco.com/legal. 
© J. Stern & Co. 

J. Stern & Co. LLP
11 July 2022 




























































































































































