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Dear readers of the NIC Newsletter,

This month we come to you with a completely redesigned and restructured newsletter, which will be sent out to you
every month, just like before. The reason behind this change is linked to the necessity we identified to revamp Nova
Investment Club.

We invite you to take a look at it and delve deeper into the topics that interest you the most.

We all hope you enjoy it and thank you for subscribing!

This Month:

In our new Macro Overview section, Analysts from both divisions will cover broad macro themes while review major
economics news from the past month. In our Deeper Dive section, Andrew Borts evaluates the status of the “Trump
Trade”, while Tomás Lameira discusses expectations for Eurozone recovery and reflation.

Our Investment Banking Division will guide you through upcoming M&A deals as well as reviewing past deals such as
Snap Inc.´s recent IPO. Additionally, they will provide updates on Netflix and Bayer AG who were featured in previous
newsletters.

Our Financial Markets Division will present the new NIC Fund, an active relative return fund investing across four
different asset classes: Equities, Fixed Income, Commodities and Currencies. In addition, the analysts will provide
commentary on each of the four major asset classes through analysis of the past month´s major market moves.

Finally, Sebastião Fernandes examines the state of the automobile industry and the rapid developments in the market
for self-driving vehicles.

The following content is original and created by the Nova Investment Club, which is run by students from Nova SBE’s 
Master’s in Finance. The reports may contain inaccurate or outdated information and should not be used as an 

exclusive mean for investment decisions. 
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Macro Overview

Market Moves

Monthly

Where does the “Trump
Trade” go from here?

Europe’s recovery and
reflation dynamics

01

-1W -3M YTD
S&P 500 0.80% -0.04% 5.53%

DJI 0.32% -0.72% 4.56%
NASDAQ 1.42% 1.48% 9.82%
MSCI World 0.21% 0.98% 6.03%

MSCI EM -1.16% 2.02% 10.91%
Rusell 2000 2.31% -0.06% 2.12%

Euro Stoxx 600 1.65% 5.46% 6.39%
FTSE 100 -0.19% 0.82% 2.52%
NIKKEI 225 -1.46% -0.72% -0.70%

HANG SENG -0.50% 2.09% 10.16%
US 10Y Yield -0.02% 0.20% -2.03%
EU 10Y Yield -18.61% 57.69% 57.69%

GER 10Y Yield -18.61% 57.69% 57.69%
JPY 10Y Yield 13.85% 32.14% 60.87%
UK 10Y Yield -4.77% -1.04% -8.07%
PT 10Y Yield -3.73% 2.61% 5.69%

JPY/USD -0.03% 1.25% 5.05%
EUR/USD -1.11% 0.96% 1.53%
GBP/USD 0.48% 1.24% 1.56%

Brent Crude 5.24% -3.83% -5.91%
Gold -0.12% -0.55% 8.27%

*Source:  Bloomberg

World Stock Markets rally.

European Economy awaits a bright
Future.

Great Britain at the brink of Brexit.

Housing bubble in China?

Elections in Europe.

Upward pressure on US short rates
persists.

April
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Where does the “Trump Trade” go from
here?
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Andrew Borts

Despite widespread expectations that a
Trump victory in the 2016 US presidential
election would lead to a down-turn in the
stock market, with high-profile business
people such as Mark Cuban suggesting
“In the event Donald wins, there is no
doubt in my mind the market tanks.”, in
the period since the election markets both
in the US and world-wide have broken
records and seen a continuation of an 8-
year bull-market since the financial
recession. Infrastructure and Financial
Services stocks surged post-election on
expectations of lower regulations, large-
scale federal infrastructure spending, and
a corporate tax overhaul. On a broader
level, US Indices surged to historic levels,
with the DJIA breaking the psychological
barrier of 20,000 for the first time and
reaching a high of 21,169. But as we
move into the second quarter of 2017,
what is that state of the “Trump Trade”
and is there still room for this bull market
to run?

If first quarter returns are any indication
on the health of trading strategies
designed to benefit from lower corporate
tax rates, the “Trump Trade” is over.
Goldman Sachs’ basket of High Tax Rate
companies, which were expected to reap
the greatest benefits from future tax
overhaul is currently trading at pre-
election levels as trepidation has grown
regarding the ability of the Trump
administration to successfully engineer
any meaningful policy changes in the
wake of their failure to pass
comprehensive health-care reform.
Similarly, the industrials sector moved
lower through the month of March as
investors saw little progress on large-
scale federal stimulus spending as the
administration spent much of the month
working, unsuccessfully, on health-care
and immigration bans. With the S&P 500
trading at a Cyclically Adjusted Price
Earnings ratio of 29.02, a level seen only

in 1929 during the great depression,
2000 during the technology bubble, and
2007 during the mortgage crisis, it is
natural for investors to question whether
or not the fundamentals support the
valuations. Much of the rally has been
credited to expectations of a tax overhaul,
deregulation, and fiscal stimulus, and
while none of these have yet come to
fruition as of yet, overall price levels have
remained relatively stable. Even after the
longest losing streak for the DJIA in more
than 6 years, broad-market valuation
remains far-higher than pre-election
levels and consumer sentiment peaked at
its highest level in over 16 years. Analysts
are pricing in large first-quarter earnings
growth, in some cases double digits, and
given that the tail-wind provided by policy
expectations has lost much of its steam,
the realization of this earnings growth will
be paramount to the continuation of the
bull-market.

As the year progresses, and as the
administration’s self-imposed deadline of
the August congressional recess to make
‘Very Significant’ tax reform a reality, we
will get a clearer picture of what is
buoying equities prices at current levels.
Going forward, I would expect that barring
any indication that tax overhaul is in
jeopardy, equity prices will continue to
withstand other political headwinds.
Markets have largely priced in the
expected remaining Federal Reserve rate-
hikes for 2017 and thus far, seem
comfortable with current valuations as
they expect earnings growth and tax cuts.
Investors should pay close attention to the
administration’s legislative agenda as well
as first quarter earnings reports; barring
significant negative shocks in these two
areas, and despite rising price volatility,
equities may still have some room to run.
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Europe’s recovery and reflation
expectations
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Tomás Lameira
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Economic Calendar
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Economic and Political Events

Central Bank decisions

Inflation and Deflation

Labour Market

ADP employment survey US Employment Situation Portugal Unemployment Rate

UK Consumer Price Index US Consumer Price Index Flash HICP YoY

FOMC minutes ECB Press Conference BoJ Policy Statement report

US Manufacturing PMI Index ZEW (Current Conditions) index US GDP growth
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Investment Banking
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Overall Activity

Deals of the Month

North America EMEA Asia

Announnced Date Target Buyer
Target 
region

Target 
business

Value 
(USD m)

Premium 
(%)

10 Feb 17 Mead Johnson (MJN) Reckitt Benckiser Group Plc US Nutrition Care 17,900-00 29.00%

29 Mar 17 Mobileye Intel ISR Automobile technology (autonomous driving) 15,300.00 34.00%

29 Mar 17 ConocoPhillips Cenovus Energy US Energy Production 13,300.00 -

10 Mar 17 Idea Cellular Ltd Vodafone Group India PLC IN Telecommunications 12,400.00 -

23 Mar 17 DUET Group CK William Australia Bidco Pty Ltd AU Natural Gas distribution 5,625.00 9.00%

10 Mar 17 Aberdeen Asset Management Plc Standard Life Plc UK Asset Management 4,750.00 0.04%

24 Feb 17 DigitalGlobe, Inc. MacDonald, Dettwiler and Associates Ltd US Space imagery and geospatial content 3,600.00 18.00%

14 Feb 17 Fortress Investment Group LLC SoftBank US Investment Management 3,300.00 29.00%

14 Mar 17 AirMethods Corporation American Securities LLC US Medical Services 2,500.00 20.40%

6 Feb 17 Delek Group Ithaca Energy ISR Business supply of fuel 1,240.00 12.00%
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Intel to acquire Mobileye 

Peers Currency Market Cap
(CUR m)

Gentherm Inc USD 1,435.88 
Chengdu Tianxing Instrument An CNY 9,170.28 
Visteon Corp USD 3,213.85 
Delphi Automotive PLC USD 21,674.94 
Hella KGaA Hueck & Co EUR 4,597.67 
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Vodafone India unit to merge with Idea Cellular

Peers Currency Market Cap
(CUR m)

Bharti Airtel Ltd INR 1,399,289.87 
Telenor ASA NOK 214,558.35 
Reliance Communications Ltd INR 95,327.92 
Mahanagar Telephone Nigam Ltd INR 15,120.00 
Tata Teleservices Maharashtra INR 13,977.73 
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Cenovus Energy Inc. To acquire Conoco Philips sands assets

Peers Currency Market Cap
(CUR m)

Noble Energy Inc USD 14,954.45 
Apache Corp USD 19,547.22 
Hess Corp USD 15,259.58 
Anadarko Petroleum Corp USD 34,639.51 
Murphy Oil Corp USD 4,933.06 
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Price (31 Mar 17, USD) 147.81

Targe Price (USD) 160.00
3M Performance 19.39%
Market Cap (USD m) 63,619.14
Enterprise Value (USD m) 65,249.67
*Target Price is for 12 months
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Range

USD

Netflix

Peers Currency Market Cap                        
(Cur m)

CBS Corp USD 28,442.96 
Walt Disney Co/The USD 179,297.74 
Time Warner Inc USD 75,660.20 
Discovery Communications Inc USD 16,820.47 
Twenty-First Century Fox Inc USD 59,461.44 
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Price (31 Mar 17, EUR) 107.81

Targe Price (EUR) 115.00
3M Performance 8.76%
Market Cap (EUR m) 89,154.90
Enterprise Value (EUR m) 102,201.90
*Target Price is for 12 months
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EUR

Bayer AG

Peers Currency Market Cap                        
(Cur m)

Novartis AG CHF 195,325.99 
Roche Holding AG CHF 220,475.54 
GlaxoSmithKline PLC GBp 81,596.36 
Sanofi EUR 109,360.21 
Novo Nordisk A/S DKK 610,725.00 
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Snap Inc. IPO: Investment opportunity 
or market madness?

Private Equity Venture Capital DCM ECM Spinoff Restructuring

Date Recent News

29 Mar 17
Snap snags NBC ad deal worth up to $75 
million for the Winter Olympics, report says. 
Source: cnbc.com

28 Mar 17
Snap drops after Facebook launches more 
copycat features. 
Source: cnbc.com

29 Mar 17
Why Snap may be more like Twitter than 
Facebook. 
Source: finance.yahoo.com

27 Mar 17
Banks that sold Snap IPO say it’s a Buy. 
Source: bloomberg.com/view

28 Mar 17
Snap shares rebound after Analysts issue buy 
ratings. 
Source: ft.com

Gonçalo Aguiar
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Portfolio Overview

Equity
30%

Fixed	Income
60%

Commodities
10%

0.00%
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EQUITY BONDS COMMODITIES

Individual VaR
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NIC Fund Cumulative Return

Benchmark

iShares 3-7 Year Treasury Bonds 60%
SPDR S&P 500 ETF Trust 30%

Powershares DB Commodity Index 10%

Portfolio Statistics

Cumulative Return 0.19%

Annualized Return 3.93%

Daily St. Dev 0.15%

Period St. Dev 0.51%

Annualized St. Dev 2.34%
Info Sharpe 1.68

Skew (Daily) -1.101
Kurtosis (Daily) 1.499
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Equities
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CVS Health Corp Under Armour Inc
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World Equities

In depth
As Britain triggered the Brexit process on March 29th, we can
expect great impacts in the long term, but for April there won’t
be significant impacts on the Equities Market. The impacts will
depend on the prospect of the negotiations which will in-turn
depend on the German Elections in September. The fact that the
margin debt is at a record high is a sign of the boost in investors’
confidence and a reflection of their bullishness. Margin debt
peaks are usually associated with future major stock declines,
however, my expectation is that we will not see this in the
coming months since markets are not overconfident which is
usually what leads to their vulnerability. Nonetheless, I believe in
April there will be investment opportunities in the health care
sector, namely CVS Health Corp. The health care sector is
undervalued when compared with past performance, not only
due to drug pricing pressures but also due to the uncertainty
about the reforms for US heath care so it’s important to pick a
health care stock winner. Due to the rising demand in health
care products and services, the CVS Health Corp can be
expected to be a winner mainly due to their strong commitment
and competitive advantages particularly in the American
prescription drug market. One of the companies that can most
benefit from the rise of interest rates is Under Armour, expected
to increase sales by 25.00%. After becoming one of the biggest
players in the US, they have been investing in spreading their
brand globally and I expect that they will see significant return on
this investment in the coming months.

Our performance
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Fixed Income
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World Yields
I will start this section by looking at the evolution and cumulative
change of some of the major sovereign bond yields, including
US 2-year and 10-year bonds, 10-year Bund, UK 10-year and
Japan 10-year bonds. During March, despite the declining trend
since the middle of the month, the biggest winners were the 10-
year Bund and 10-year Japanese bond, with a cumulative
change of 23.58% and 15.83% in their yields, respectively. By
contrast, the US short and long term bonds as well as the UK
10-year bond registered a negative performance over the month,
with the UK being the top loser due to a negative cumulative
change of almost 5.98%. Last month, amid increasing
confidence that the US economy is poised for more robust
growth, the Fed hiked rates once again by a quarter point,
moving the overnight rate to a target range of 0.75% to 1.00%.
Moreover, some of its members have repeatedly expressed
hawkish views, supporting more interest rate hikes before the
end of the year. In spite of the official Brexit start as Theresa
May triggered Article 50 of the Treaty of Lisbon, the 10-year
Bund and UK bond registered a drop in yields, implying an
increase in prices. On the other hand, the Bank of Japan
decided to keep its monetary policy on hold, keeping its key
rates at current levels as well as the pace of asset purchases.
With it 2.00% inflation target far away, the BoJ reiterated the
economy is recovering, making clear the goal of increasing
divergence relative to US monetary policy.

In depth
The Fixed Income market is expected to be affected by
concerns regarding Trump’s ability to enact his policy changes,
namely the tax overhaul. Additionally, the fixed income market in
the Eurozone will be affected by the course of Brexit
negotiations and by the result of French elections taking place
on the April 23rd, which Emmanuel Macron is expected to win.
However, Marine le Pen still poses a risk as investors have
already been surprised before due to unforeseen winners. I
would also suggest keeping an eye on Chinese bond
performance. In fact, Wall Street is getting more serious about
investing in Chinese bonds as the scenario of major bond
indexes including Chinese debt has become increasingly likely.
This would imply the funds tracking those indexes to buy more
Chinese securities, boosting demand. The Chinese government
has also announced it will loosen restrictions on overseas
investment. Considering investors’ demand for yield, the
KraneShares E Fund China Commercial Paper ETF (KCNY) is
likely to perform well in the near future. This fund with an
average maturity lower than six month seeks to deliver a
diversified basket of investment-grade commercial paper
denominated in on-shore renminbi.

Our performance
Notice that IEI ETF, tracking 3-7 year US Treasury Bonds, our
benchmark fund for fixed income, performed quite well during
March, earning a cumulative return of 0.30%.
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Commodities
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World Commodities

In depth

Our performance
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Currencies
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Transportation Industry Disruption

know it 

Sebastião Fernandes
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Visit www.novainvestmentclub.com for more updates.

Our team:

Investment Banking Division

Financial Markets Division

Thank you!

Corporate Partners:

Academic Partners:

Nova SBE
Career Services


