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Month: +1.6% gross / +1.4% 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 

November was a recovery month where the fund regained some of the underperformance in October 

(+1.4% net vs. MSCI EAFE -2.1%).   After an initial and brief risk off reaction on the news of Donald Trump’s 

election as next US president, the market priced in some or all of Mr Trump’s reflationary policies.  We had 

previously done some extensive work around the US consumer which suggested was in rude health and had 

the potential for further recovery into the back end of this year and early 2017.  A tightening labour market 

with higher commodity prices combined now with Trump’s policies would suggest the potential for higher 

inflation going into 2017 and with it higher rates.  

Looking into 2017 we are for the first time since 2009 moving into a synchronised growth cycle where 

economic consensus is looking for all major economies to see substantial improvements in nominal GDP.  This 

will have a profound impact on share prices, especially given where we are in the economic and 

importantly rate cycle.  If we look at the composition of the portfolio, most of our risk is allocated to global 

and European companies reflecting what we see as superior value.  In 2016, our portfolio was hurt from our 

mispricing of some of the political risks, especially within Europe.  The pain associated with globalisation, 

technological change and the remnants of the global financial crisis is likely to continue to trigger rolling 

political volatility. However, we believe that risk is now either well known or priced, at least for Europe.   

In line with our business model and investment philosophy, we have looked to increase our conviction 

where we think the market is mispricing growth or value.  Accordingly, we used some weakness to 

increase some of our positions in core holdings over the month.  

GSK is one of them, having been weak despite the Republican win, and is our second largest position.   

The positive GSK investment case is simple: 

 Leading global franchises across its four divisions: Respiratory, HIV, consumer healthcare and vaccines 

 Post the integration of the Novartis consumer and vaccine businesses, GSK is forecast to deliver >5% 

revenue growth with operating leverage delivering consistent and visible double digit EPS growth 

 We are paying ~13.5x 2017E earnings for this growth whilst getting paid a 5% dividend to wait for the 

gap to intrinsic value to close 

 The main risk for our investment case is Advair, GSK’s largest drug coming off patent in 2017, which is 

broadly in the markets expectation and more than reflected in the current valuation 
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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.   


