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European banks: Recent events and outlook

EFO UCITs: Portfolio and investment policy

European banks underperformed the overall European market in August 2019

We launched the Fund on 01/03/17. At the end of August, the EFO UCITs
was 35% invested (net). The performance of the Fund was as follows
(please refer to the Fund’s factsheet for greater detail on the portfolio):

(-7% for the SX7P Index vs -1% for the SX5E). Main drivers of future
sector performance:
1) Valuation bounce but unlikely to last, we think. Despite the escalation in USChina trade tensions at August-end (tariffs increased from 25% to 30% on
$250bn

worth of imports and from 10% to 15% on $300bn), the market

expects that the new set of trade talks (scheduled for the beginning of
October) could erase the last uplift in tariffs and somehow ease the path
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towards a “balanced” trade deal. The expected absence of negative trade news
in September together with diminished chances of a no-deal Brexit -after
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Westminster passed the “Benn bill”- and the expectation of some sort of
mitigant against further rate cuts embedded in the upcoming ECB bazooka
plan have helped to boost sentiment.

2) Upcoming ECB bazooka: Tiering mitigation unlikely to offer much help
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against further negative rates. Quite likely Draghi will cut the depo rate
(money markets pricing in -11bps already and another -20bps cut in he depo
rate before 4Q20), mitigate the impact of lower rates on banks (via introducing
a tiered depo rate) and open the door to further asset purchases (€30bn a
months for 6-9 months). While we welcome the mitigation against further
negative rates, we believe the prospect of additional rate cuts could contain
the positive market reaction of the measure. We believe additional Eurozone
easing is likely to have a very limited impact on overall financial conditions /
growth (apart from depreciating the Euro) but will have some perverse effects.
3) Brexit: Deal or New Elections. Johnson is likely to focus its efforts in forcing

-15%
Dec-18

Jan-19

Feb-19

Mar-19

Apr-19

May-19

Jun-19

Jul-19

Aug-19

Comment on the Fund’s performance in August
The Fund (class Z) was -0.3% in August, outperforming the SX7P (-7%)
mainly due to our partial hedges of the equity portfolio. At the end of
August, the Fund had outperformed the two main European banking
indexes materially since inception (+32% and +33% vs the SX7P and the
SX7E in 2.5 years, respectively). YTD the Fund was up by 2.9% vs -9% of
the SX7P.

Ireland to assume the backstop should be ditched and convince the rest of the
EU that some sort of “alternative arrangements” on the border could be
implemented. However, with the threat of no-deal now greatly diminished, he
is unlikely to be successful in his negotiations with the EU, we think. Hence,
Johnson might step down as PM after the upcoming European Council and

force new elections in November (if not before). The very likely extension of
the Brexit saga until there is clarity on the outcome of the likely upcoming polls
could further hurt manufacturing indicators in Europe.
4) Potential EPS impacts (flat / declining rates by 2021 and 2020 recession):

Our equity portfolio reflects a defensive positioning with exposure to
countries or business that show positive growth rates (CEE, private
banking, insurance…). We have been almost fully hedged throughout the
month of August. In any event, we would monitor events and re-assess
our equity exposure when we perceive valuations already price in very
negative scenarios and/or the macro backdrop clarifies.
We plan to look closely at listed Fintech players in order to identify
potential opportunities. We have taken a couple of small positions in this
field recently.

Stripping out any European rate rises until end-2021 would reduce EPS by 3%
on average for European banks (5% on average for Spanish and Italian
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banks). On top of this reduction, a 20bps reduction in the deposit rate (to 0.60%) would reduce EPS by an average of 3% (again 5% for Spanish and
Italian banks, on average). As a rule of thumb, a shallow European recession in
2020 (-1% in GDP) could triple the CoR from 20bps in 2019 to 60bps and
reduce 2021 earnings on average by 30%. The three impacts combined could
reduce current profit forecasts by c.40%.
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5) Valuation is very close to the 2012 and 2016 lows. Although valuation in
change. We are a bit more constructive at the moment although we are closely

monitoring the numerous open risks.
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itself is not a catalyst, it could signal a buying opportunity if newsflow were to
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What to do? We were pretty hedged at the end of month but we have
reduced a bit the hedging at the beginning of September.

Disclaimer
This document is being furnished on a confidential basis to a limited number of sophisticated prospective Investors
for the purpose of providing information about an investment in Fidentiis Tordesillas SICAV and its sub-funds
(hereinafter, the “Fund”). The information contained herein may not be distributed, published or reproduced, in
whole or in part, nor may the contents of this information be disclosed by recipients to any person other than their
professional advisers without the prior written consent of Fidentiis Gestión, SGIIC, SA.
In making an investment decision, prospective Investors must rely on their own examination of the legal, financial
and other consequences o fan investment in the Fund, including the merits of investing and the risks involved.
Prospective investors should not treat the contents of this documentation as advice relating to legal, taxation or
investment matters and should consult their own professional advisers concerning the acquisition, holding or disposal
of interests.
Certain economic and market information contained in this documentation has been obtained from published
sources prepared by other parties. While such sources are believed to be reliable, none of the Fund, Fidentiis Gestión
SGIIC SA or any of its affiliates, assumes any responsibility for the accuracy or completeness of such information. All
statements of opinion and/or belief contained in this documentation and all views expressed and all projections,
forecasts or statements relating to expectations regarding future events or the possible future performance of the
Fund, represent Fidentiis Gestión SGIIC SA’s own assessment and interpretation of information available to it as of

the date of this documentation. No representation is made or assurance given that such statements, views,
projections or forecasts are correct or that the objectives of the Fund will be achieved. Prospective Investors must
determine for themselves what reliance (if any) they should place on such statements, views, projections or forecasts
and no responsibility is accepted by the Fund, Fidentiis Gestión SGIIC SA or any of its affiliates.
This Memorandum has not been submitted for approval to either the Autorité des Marches Financiers (“AMF”) of
France or the Financial Services Authority (“FSA”) of the United Kingdom (“U.K.”) or the or the Comissão do
Mercado de Valores Mobiliários (“CMVM”) or the Commission de Surveillance du Secteur Financier (“CSSF”) of
Luxembourg or the Comisión Nacional del Mercado de Valores (“CNMV”) of Spain. This documentation does not
constitute, and may not be used for the purposes of, an offer of Interests or an invitation to participate in the Fund
to any person in any jurisdiction in which such offer or invitation is not authorised, in which the person
endeavouring to make such offer or invitation is not qualified to do so, or to any person to whom it is unlawful to
make such an offer or invitation. It is the responsibility of the prospective Investors to satisfy themselves as to full
compliance with the relevant laws and regulations of ay territory in connection with any application to participate in
the Fund, including obtaining any requisite governmental or other consent and adhering to any other formality
prescribed in such territory
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