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European banks: Recent events and outlook

EFO UCITs: Portfolio and investment policy

European banks underperformed the overall European market in May 2020 (-

We launched the Fund on 01/03/17. At the end of May, the EFO

0.5% for the SX7P Index vs +4% for the SX5E). Main drivers of future sector

UCITs was 46.49% invested (net). The performance of the Fund was

performance:

as follows (please refer to the Fund’s factsheet for greater detail on

1) COVID19: SECOND LOCKDOWN UNLIKELY / PROBLEMS DEFERRED TO 2021.

the portfolio):

We think a second lockdown is quite unlikely as the Governments have learnt

Performance (Since Inception)

how to react to the virus and health systems are prepared to control new virus
outbreaks; virus clusters are detected in primary attention and traced by special
teams. We believe this is one of the reasons behind the strength in the market.
We think the crisis will be cushioned by huge fiscal and monetary stimulus put

20%
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European Financial Opport Class Z
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in place by the Governments and Central banks. In the end, we think the main
consequence of the crisis would be a significant increase in public deficits &

0%

public debt that could be a significant headwind for 2021 growth (more taxes in
the way). As we anticipated in April, some countries (namely Denmark, Norway,
Austria and Germany BUT also Portugal, Greece and some CEE countries) are

-10%
-20%

likely to suffer a more benign GDP fall than Italy, Spain, the UK and France.
2) COVID19 – UPDATED EZ GDP IMPACT: FORECASTS IMPROVING. Eurozone
GDP forecasts in April came down to -11% in 2020 with a +6% subsequent GDP

-6.84%

-21.17%

-30%
-40%

expansion in 2021. However, anecdotal evidence suggests the GDP fall in 2020
will be somewhat smaller than initially projected; the ECB now forecasts EZ GDP

-50%

-49.02%

to fall by 8.7% in 2020 (with +5.2% in 2021, hence -3.5% accumulated in
2020-21). The Bundesbank expects a -7% contraction in the German GDP in

-60%

2020 whereas in Spain, Italy and France GDP falls will be in excess of -10%. A
faster reopening together with significant fiscal stimulus (albeit not uniform
across the Eurozone) are behind the better GDP performance. In any event, the
expected 2021 GDP rebound of peripheral countries is likely to be notably lower
than that of Germany due to their deficit and public debt burdens. In this

Comment on the Fund’s performance in May

regard, the approval of the Recovery Fund could be instrumental to boost

The Fund (class Z) was +8% in May, outperforming the SX7P (-0.5%)

annual GDP in these countries by between 1.5-2% per year in 2021 and 2022.

mainly thanks to our stock picking and hedges. At the end of May, the

Support from the ECB is also necessary to contain sovereign spreads.

Fund had outperformed the two main European banking indexes

3) EUR BANKS AFTER THE RECENT RALLY. Certainly, European banks were

materially since inception (+43% and +47% vs the SX7P and the SX7E

heavily oversold at the end of April (-44% YTD). The reopening of the

in 3 years, respectively).

economies has supported a 40% rebound from the lows. From this level, we
think the approval of the Recovery Fund could give further support to the
sector. Assuming for 2020 (vs 2019) on average NII to fall by -2%, -10% for
fees and an average CoR of 120bps (4x that of 2019), we believe 2020 EPS
numbers will have to fall by 50% for Eur banks vs 2019 (roughly -25/-30% for
2021 vs 2019). Note Eurozone banks are down 27% YTD

(6th

June).

Positioning: Defensive.
What to do? We were anticipating a bounce back in European bank valuations

Our equity portfolio reflects a defensive positioning with exposure to
countries or business that show positive growth rates (payments,
insurance, asset & wealth management…) and attractive dividend yields.
Nonetheless, 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.
Food for thought: Will fiscal stimulus finally revive inflation?

and it has taken place at May-end and June. Although the shape of the recovery

Some market observers believe inflation could be the side effect of the

seems to be better than expected now, we prefer to be cautious after the recent

massive fiscal programs put in place. Any improvement in inflation

run in bank valuations. We prefer defensive companies: payments, asset

expectations could bring higher future rates in 2/3 years.

managers, insurers and banks with little gearing to the credit cycle.
This document is solely informative. Past returns do not guarantee future returns.
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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