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European banks: Recent events and outlook
European banks outperformed the overall European market in December 2019
(+4.2% for the SX7P Index vs +1.1% for the SX5E). Main drivers of future

sector performance:
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EFO UCITs: Portfolio and investment policy
We launched the Fund on 01/03/17. At the end of December, the EFO
UCITs was 111.45% invested (net). The performance of the Fund was as
follows (please refer to the Fund’s factsheet for greater detail on the
portfolio):

Performance - YTD
1) Macro / Rates – 2020 backdrop still uncertain but improving: Consensus

20%

expects PMIs to rebound in 1Q20 in line with M1. Very flexible financial
conditions (lower depo rate at -0.50%, QE II at €20bn/month and TLTRO III)
together with the potential short-term uncertainty relief from Brexit and US
trade-wars could contribute somehow to the rebound in the manufacturing
sector (Dec Eurozone Manu PMI at 46.3 vs 45.9 in November). Anyhow, we
expect 2020 GDP growth to remain low at levels similar to 2019 (c.1% GDP)
and risks remain tilted to the downside, in our view, in case Brexit negotiations
and / or renewed trade tensions were to resurface.
2) US-China Trade War: a limited Ph-1 deal likely to be concluded in January
Ph-1 basically involves i) no tariff escalation, ii) the reduction of the September
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2019 tariffs by 50% (to $120bn at 7.5%) and iii) China agreeing to increase its
total purchases of US goods and services by at least $200bn over the next two
years (included is a commitment by China to increase its buying of US

agricultural products to $40bn to $50bn in each of the next two years).
2) UK Elections - Brexit: Focus has now shifted to trade negotiations. Although
BJ has sealed in a law the deadline for a trade deal at end-2020, the
Government now has >80 majority and, hence, the deadline could be changed
easily. Most market observers believe a free trade agreement for goods is
feasible in 2020 assuming the UK would maintain a ample degree of regulatory

Comment on the Fund’s performance in December
The Fund (class Z) was +1.1% in December, underperforming the SX7P
(+4.2%) mainly due to our partial hedges and the defensive positioning of
our equity portfolio. At the end of December, the Fund had outperformed
the two main European banking indexes materially since inception (+22%
and +23% vs the SX7P and the SX7E in 2.7 years, respectively). YTD the
Fund was up by 8.26% vs +8.2% of the SX7P.

alignment. Services (specially financial services), however, would be the
battleground that can determine the future of the UK economy. A Canada-style
trade relationship with Europe (little alignment) could complicate service
exports from 2021 and harm the UK macro performance and currency.
4) Despite an adverse backdrop, European banks could do better that the
market this year, we think. Stable capital requirements in 2020 (vs increasing
CET1 demands in the past), and a potential B4 relief (CRD5 -to be
implemented at the end of 2020- states that P2R could partly be filled with

AT1s/T2s -44%- instead of CET1, hence providing a 80bps CET1 relief) could
benefit capital distribution via dividends and SBBs. Besides, the normalization

Our equity portfolio reflects a defensive positioning with exposure to
countries or business that show positive growth rates (CEE, private
banking, insurance…) and attractive dividend yields. In any event, we
would monitor events and re-assess our equity exposure when we
perceive valuations already price in very negative (or positive) scenarios
and/or the macro backdrop clarifies / worsens.
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.

Performance (Since Inception)

of the 10Y Bund to levels of 0% to +0.2%, on the back of better macro data,
could provide some short term upside for the sector.
5) SX7E still below 100. Although we could see an extension of the current legup in bank valuations in the weeks to come, we doubt the right conditions are
in place for a meaningful bank-led rally in the stock market. We believe low
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nimble to change our positioning during the year.
What to do? We have been quite long during December and we are still net
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rates and weak credit growth will continue to yield little (if any) EPS growth.
Hence, although there is some room for multiple expansion we need to be
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long in our equity exposure. We will monitor the upcoming events closely and
decide the right exposure to equity.

-40%

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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