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Month: -2.3% gross / -2.5% net                                                  Total AUMs: US$47m 

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 

Before digging into this month's performance, we wanted to send our best wishes to all to keep safe and healthy 

during what are extraordinary times.   

We finished February down -2.5% net vs. -8.3% for the MSCI Europe Local index. The main driver for the 

month was the spread of COVID-19 from China to the rest of the world. Indeed, up until the weekend of February 

22nd, the market had actually started to price in a recovery as it pre-empted peak cases with China. But soon it 

became clear the virus was not contained with cases exploding in Italy and South Korea and investors were quick 

to start pricing the event accordingly with the index selling off -11.5% in the last 5 days of the month.   

Key contributors/detractors – The earnings season has been particularly pleasing with our core long- and short 

positions broadly beating expectations. Only two small positions disappointed - ISS and ABInbev - both missing 

already rebased expectations and costing us 170bps in aggregate. Furthermore, the COVID-19 event clearly 

pushed fundamentals to the background and aggravated the performance with our exposed names in Travel 

(Ryanair) and Exhibitions (Informa) costing us a further 200bps. On the hedging front, our large short Global Asset 

Manager delivered +110bps, our puts on the Eurostoxx 600 +130bps and other hedges a further +100bps.   

On the trading front, we started the month with a net exposure of over 50% reflecting the bottom up nature of 

the portfolio and the encouraging earnings performance and valuation of our key positions. Over the course of 

January and part of February, we used the low volatility environment as an opportune time to buy insurance on 

the market – notional exposure of 27% on March/April Eurostoxx puts. When running further analysis on our 

exposure to the COVID-19 issue, we determined our risk was still too high and sold around 10% of the net 

exposure accordingly.  As the news flow deteriorated further, we sold an incremental 10%. As a result of the 

current environment and/or continued disappointment on some of our investment theses, we exited AIBG and Tui 

and reduced Informa substantially. On the short side, it was a busy month with our Global Asset Management, 

travel software, travel industry, weak balance sheet and cyclical shorts all going up substantially to hedge out our 

long term positions further. All in, combined with the puts, we sold around 40% of the fund in February.  

How are we positioned for the downside associated with the COVID-19 pandemic? We clearly remember the 

global financial crisis and the havoc it created on financial markets. Invoking this playbook, we have separated the 

portfolio into risk buckets in order to navigate the current crisis effectively.  These buckets are highlighted below: 
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In terms of exposures, we are short the factors that underperform in bear markets – size and leverage in 

particular. We have separated cyclicals between Travel and broader industrial names. Within these we are broadly 

long the winners from any global shake out – Ryanair, Schneider, Vinci – names which have a combination of 

strong balance sheets, a differentiated product and a management team looking to exit the crisis in a stronger 

position than when they entered it. The net exposure sits in 2 names – BAE and Tesco – both of which have lower 

exposures to the COVID-19 pandemic (Tesco has a small exposure to Tesco bank). In fact we would argue both are 

likely beneficiaries in the short- to medium term.   

In summary, we are net short the higher beta components of the market and overweight strong long term 

franchises and have built a roadmap as the crisis rolls from one country and sector to another. The fragility of the 

global economy and its reliance on leverage and QE are clear risks which the COVID-19 outbreak exposes in its 

entirety. Governments globally are now reacting broadly with the level of urgency and magnitude required to 

maintain the health of the population and mitigate the damage to domestic economies.   

We believe we have a portfolio which is well balanced between both the upside and downside risks 

associated with this crisis and have a roadmap monitoring the stress in the system, which will allow us to 

move quickly when the situation clears. However, the unwinding in financial markets is likely to take longer 

than current observers are forecasting.  In our experience, when volatility breaches 70%, the oil price falls 40% 

and equity markets are down 30% on little under 2-3 weeks, there is someone holding the bag... Let's hope it is not 

a systemic entity. 
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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. 


