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Month: +2.0% gross / +1.7% net 

Lauro is an Asia- and Europe-focused Active Long/Short Equity Fund looking for superior 

returns through its high conviction, high concentration long-term focused portfolio 

 

 

MONTHLY HIGHLIGHTS 

December saw a continuation of the recovery trend broadly started in August, ending the month +2.0% 

gross / +1.7% net vs. +4.5% for the MSCI EAFE.   As long term investors, we often use the analogy that we 

are playing golf.  Our main concern is our swing (stock picking), which course we tend to do well on (universe) 

and how we are reading the course and the prevailing conditions (macro & political backdrop). Our belief is 

that if we focus on our game, and where required adapt to changing prevailing conditions, rather than 

constantly looking at the scoreboard, we will win.  The prevailing conditions changed in 2016 in the form of a 

political and macro backdrop which dominated portfolio performance.  We were not immune to these factors 

with Brexit hitting us particularly hard. Importantly, the rejection of the political establishment triggered by 

the backdrop of globalisation, technological changes & the remnants of the GFC are likely to remain in place in 

2017.  Accordingly, we implemented some changes to our approach to adapt to these alternate conditions and 

remain encouraged to see our core swing (stock selection, esp. in Asia) delivering value.   

From a portfolio construction perspective, we implemented two key adjustments to our core positions 

in December. As discussed previously, Amer Sports is a core holding in the portfolio.  Unfortunately, our 

analysis of Trump’s US “border tax” proposal suggests meaningful earnings downside if it were to ever be 

implemented given 40% of Amer’s earnings are derived from the US. The proposal will be at least debated with 

a potential implementation over the next 3-6 months by the House Republicans and heading into such a 

significant event, we have thought it prudent from a risk management perspective to reduce the 13% position 

as well as adjust some of the shorts on the other side.  

In December, the Gaming industry was negatively impacted by a restriction in ATM usage in Macau.  

Portfolio stock Melco was initially hit by the rumours around this restriction as well as the sell down of a large 

position from core holder Crown Australia. We used the 20% sell off in the name to increase our position.   

We like the long-term story in Macau & Melco (MPEL) is our top pick for the following reasons: 

 Long-term positive on the sector: Build it, mass market players will come & enhance profitability; 

 MPEL is your best play on Mass & Premium Mass in Cotai, CapEx cycle more or less done, time to get 

paid: Revenues to grow @ 11.5% CAGR 2015-19E, EBITDA @ 19%, ROIC to improve by ~1200bps; 

 Improving management score on the back of CEO Lawrence Ho’s controlling stake & latest capital 

allocation decisions; 

 MPEL is the cheapest stock in Macau, trading one standard deviation below the market ‘s LT average; 
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DISCLAIMER AND RISK WARNING 

The content in this communication is intended only for the actual investors in the Lauro Opportunities 

Fund who continue to meet the definition of qualified and or accredited / professional investors.   

The content of this communication are 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.  

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.  

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.   


