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Foreword

This Month:

In our Macro Overview section, Analysts from both divisions will cover broad macro themes while reviewing major
economics news from the past month. In our Deeper Dive section Johannes Weisensteiner takes a look on inflation and
the FED policy, while Hoang Nguyen examines how Brussels plans crackdown against ‘fake news’ on social media. As an
ongoing trend, Nick Dörner writes about Smart Beta ETFs.

Our Investment Banking Division will guide you through March’s M&A overall activity. Moreover, read about E.ON’s bid
for Innogy, Cigna’s bid for Express Scripts and AXA’s bid for XL Group. Additionally, read a detailed overview on what
happened to the Broadcom-Qualcomm deal and Tesla Motors. Lastly, get an insight on Dropbox’s debut week on the
stock market, written by our analyst José Paula.

Our Financial Markets Division will present the monthly results of the 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.
Over the course of the month the fund engaged in more less traditional management approaches. This is also
highlighted by the Hot Topic of Giovanni Parravicini who introduces algorithm in portfolio management and how we will
integrate this into the club.

Lastly, Raphaël Agbanrin examines Facebook’s turmoil and its implications. He will look at Facebook’s reputational crisis
triggered by the revelations concerning Cambridge Analytica, the political consultancy firm which obtained detailed data
of 50 m Facebook users in a possibly illegal way.

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 The reports may contain inaccurate or outdated information and should not be used as an exclusive 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

Inflation concerns and the 
Fed’s policy 

There is still a light at the 
end of the tunnel for Brazil

01

President Trump imposes tariffs on
Chinese goods.

Facebook’s data scandal.

Possible historical meeting between
Donald Trump and Kim Jong Un.

German unemployment falls to new low.

Nvidia shuts down its experiments with
autonomous cars.

On the 21st the FED increased main
refinancing rates in the US by another 25
bps to a new target rate ranging from 1.50%
to 1.75%. This move came in line with
market expectations.

March

Last Close -1W -3M YTD

S&P 500 2 641 2,03% 9,14% 17,96%

DJIA 24 103 2,42% 13,23% 21,96%

Nasdaq 7 063 1,01% 14,96% 31,21%

MSCI World 2 934 1,19% 7,53% 19,18%

MSCI EM 4 386 0,15% 10,48% 27,20%

Russell 2000 1 529 1,28% 8,00% 12,70%

Euro Stoxx 50 3 362 1,92% -3,16% 2,16%

FTSE 100 7 057 1,95% -4,00% -1,21%

Nikkei 225 21 454 4,06% 6,10% 12,24%

Hang Seng 30 093 -0,71% 15,90% 36,78%

US 10Y Yield 2,739% -7,46 47,23 29,46

GER 10Y Yield 0,497% -3,00 4,50 28,90

JPY 10Y Yield 0,049% 2,50 -1,40 0,30

UK 10Y Yield 1,350% -9,50 10,00 11,10

PT 10Y Yield 1,609% -11,20 -142,50 -215,50

Dollar Index 89,97 0,60% -5,91% -11,97%

EUR/USD 1,232 -0,23% 7,72% 17,18%

GBP/`EUR 1,138 -0,53% 0,07% -3,02%

GBP/USD 1,402 -0,83% 7,75% 13,57%

USD/JPY 106,28 1,47% -5,26% -9,13%

USD/CHF 0,954 0,70% -0,20% -6,38%

Brent Crude 69,34 -1,58% 46,23% 22,03%

Gold 1 322,8 -2,01% 6,18% 14,86%

b
a

s
is

 p
o
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ts

*Source: Bloomberg, as of 2018-03-30
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Inflation concerns and the Fed’s policy
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The rate hike itself, was 
not actually the biggest 
news of the meeting, as 
the market was already 
pricing in about a 95% 
chance that a hike would 
happen. Rather, the focus 
was on the Fed’s release of 
the dot plot - the Fed’s 
projection of the next 
three years of interest 
rates and what it forecasts 
to happen over the long 
run. 

Johannes Weissensteiner
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EU tech regulation – Brussels plans crackdown on 
‘fake news’ in social media
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The cyber-security threat is 
changing from one primarily 
targeting systems to one that 
is also increasingly about 
deploying cyber means to 
manipulate behavior, 
deepen societal divides and 
subvert democratic systems. 
Hence, Brussels plans to 
crackdown on ‘fake news’ in 
social media.

Hoang Nguyen
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Smart Beta – or is it?
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“ETFs and passive 
investments, by their very 
nature, are beginning to 
build inefficiency in the 
market, and I don’t believe 
that will be resolved 
happily.”

Art Cashin, UBS

Nick Dörner
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Economic Calendar
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Economic and Political Events

Central Bank decisions

Inflation and Deflation

Labour Market

US Employment Situation Canada Unemployment Rate 
April 6th

ADP Employment Report

Russia Consumer Price Index South Korea Consumer Price Index Poland Core CPI Release

ECB Council Meeting BoJ Meeting
27th

IMF World Economic Outlook ASEAN Summit Singapore Hungarian Parliamentary Elections

US Federal Reserve Releases Beige Book
th
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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 
(%)

08. Mar 18 Express Scripts Holding Company Cigna US Healthcare 67,000.00 -

12. Aug 18 Innogy SE E.ON Germany Electricity provider 40,654.00 -

19. Mar 18 Abertis Infraestructuras SA ACS and Atlantia Europe Toll road operator 22,338.00 5.00%

05. Mar 18 XL Group Ltd AXA Bermuda Insurance 15,300.00 33.00%

12. Mar 18 GKN plc Melrose UK Manufacturing 11,167.00 -

06. Mar 18 Smurfit Kappa Group plc International Paper Company Europe Manufacturing 10,666.00 -

21. Mar 18 Telenor Telecommunications Services PPF Group Europe Telecommunications 3,429.00 -

16. Mar 18 LifeScan Inc. Platinum Equity US Healthcare 2,100.00 -
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E.ON to acquire Innogy
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Cigna to acquire Express Scripts

Peers Currency
Market Cap

(CUR m)

CVS Health Corp USD 62,495.18 

Premier Inc USD 4,268.87 

Henry Schein Inc USD 10,073.12 

Cardinal Health Inc USD 19,543.30 
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AXA agrees to acquire XL Group

Peers Currency
Market Cap

(CUR m)

Arch Capital Group Ltd USD 11,724.31 

Navigators Group Inc/The USD 1,687.60 

Argo Group International Holdi USD 1,671.30 

WR Berkley Corp USD 8,737.65 

American Financial Group Inc/O USD 9,777.26 
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Broadcom-Qualcomm deal
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Tesla Motors

Price (31 Mar 18, USD) 27064%

Targe Price (USD) 36500%

3M Performance -13%

Market Cap (USD m) 4571649%

Enterprise Value (USD m) 5395843%

*Target Price is for 12 months

20.00

120.00

220.00

320.00

420.00

29/Dec 29/Jan 28/Feb 31/Mar

USD

Peers Currency
Market Cap                        

(Cur m)

Fiat Chrysler Automobiles NV USD 33,466.15 

General Motors Co USD 51,315.21 

Ford Motor Co USD 44,384.10 
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Dropbox’s debut week on the stock market

Private Equity Venture Capital DCM ECM Spinoff Restructuring

Date Recent News

23 Mar 18
Dropbox shares soar as much as 48% in market 
debut
Source: bloomberg.com

22 Mar 18
Dropbox announces pricing of initial public 
offering 
Source: investors.dropbox.com

22 Mar 18
Dropbox sets IPO price at $21 a share
Source: ft.com

9 Mar 18
Dropbox and salesforce form strategic
partnership
Source: investors.dropbox.com

Dropbox Inc. saw its share price 
increase about 36% on the 
offering day. Despite NASDAQ’s 
bad performance, the newly 
listed cloud services provider 
enjoyed an extremely 
successful trading debut, 
igniting  tremendous appetite 
for more tech IPOs.
Dropbox danced through an 
extremely volatile week in the 
stock markets, specially in the 
NASDAQ, leaving Venture 
Capitalists excited for the 
appearance of new “Unicorns”. 
Dropbox’s management team is 
now under the spotlight, 
pressured to perform, after all 
the hype created around the 
company since its strong start in 
the stock market. 

José Paula
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Portfolio Overview Portfolio

Return

Risk

Benchmark

iShares 3-7 Year Treasury Bonds 55%

iShares MSCI World ETF 30%

Powershares DB Commodity Index 10%

MSCI Emerging Markets 5%

Portfolio Statistics

Cumulative Return 3.08%

Annualized Return 6.15%

Annualized St. Dev 7.16%

Info Sharpe 0.86

Skew (Daily) -1.34

Kurtosis (Daily) 3.02
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Assets in brief

Asset Class Symbol Comments

Blackstone decreased 6.24% in March. As turbulent conditions on financial markets impact
M&A negatively as uncertainty increases, we came to the conclusion that our investment
thesis did not pay off over the short run and closed the position to prevent further losses.

Our overweight on oil, in particular Brent, is based on a set of assumptions. The prolonged
OPEC-Russia output cut is pushing up prices by curbing supply while the demand side is
growing stronger in hand with stronger global growth. Furthermore, output in Venezuela is
dropping amid the political crisis of the country. Finally, we prefer Brent over WTI as Brent is
more sensitive to political risk in the Middle East.

Micron's stock price increased 28.24% in March measuring from the beginning to the high of
the month. With this appreciation, the stock had reached our price target and we decided to
put a stop-loss at USD 55 which was reached, thus the stock sold.

Adidas released annual numbers for 2017, showing revenue growth of 16% (without FX
effects and a 120 bps increase in operating margin. This resulted in an EPS growth of 31% to
EUR 7.05. While the company is set to benefit from sports events this year, especially the
football world cup, we believe that this is already reflected in the price. Furthermore, first
signs of retailers in the US show that customers are less enthusiastic about active apparel.
Thus we sell on strong numbers.
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Equities

World Equities
Equities have had a volatile quarter to start off 2018. In March,
tensions of an ensuing trade war between the US and China
spread to the Europe and Asia. Moreover, US technology shares
came under heavy selling pressure on concerns about tighter
industry regulations late March. This was mainly owe to Facebook
and its use of customers’ data. The stock was down 13.34% since
the Cambridge Analytica scandal broke in earlier in March before
gaining 4.94% at the end of the month. The S&P 500 Tech sector
has underperformed the broad index and all of the other 10
sectors. The S&P 500 lost 1.23% while the tech-heavy Nasdaq
lumped as much as 2.51%. German and French stocks led
European equities higher in late March (+0.44%) but the broader
market could not avoid losses for March and the first quarter of
2018. The Germany’s DAX rose by 1.31% and France’s CAC 40
gained 0.75%. This recent gain was partially owe to the shares of
car marker Renault SA which closed up 5.8% after the news that
the company could merge with Japan’s Nissan Motor Co. The Euro
Stoxx 600 entered correction territory at the end of March falling
more than 10% from its peak in late January. On the other hand,
the UK stock market continues to loose attractiveness and
returned -1.61% in March. Asian stocks ended broadly lower at
the end of the month after trade-related tensions also kept
investors nervous. The Shangai SE declined by 3.61% whereas the
Japanese Nikkei 225 lost 1.00%.

In depth
The US economy is booming and the labor market continues to
grow as the latest ADP data shows, that the private sector added
far more jobs than expected once again in February (235,000
against 200,000 expected jobs). Having said that, it makes sense
that most investors remain bullish regarding US stocks in the
future, regardless of the current uncertainty in the market. The
VIX index jumped 81% this quarter. It is the biggest move since
the third quarter of 2011. Facebook, Apple, Amazon, Netflix and
Google (the Faang) make up more than 11% of the S&P 500 index
with a current market value of nearly USD 3 tr which means they
have a significant influence on the index.
Those 5 key companies led the selling in the US on fears that
deeper regulatory scrutiny could alter the long-term prospects of
the sector, which was one of the main drivers of the market’s
climb to record highs in January. Despite the concerns regarding
political risk for the big tech companies such as the tax treatment
of Amazon, yet 48 among 51 analysts covering Amazon rate it a
buy and yet 44 out of 48 analysts recommended buying Facebook
according to Bloomberg data. Lastly, although the end of March
pullback along with the broader market, Netflix Inc. is up 31.06%
YTD supporting the believe for continuing growth among the
Faang.

Our Performance
Our equities portfolio negatively returned -0.36% during the
month of March. Among the best performers were Everbridge,
Micron, and Adidas.
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Fixed Income

World Yields
In March, the spread between the US two and ten-year
government bond yield decreased. This phenomenon was clear,
with the two-year yield increasing after the Federal Reserve hiked
its federal funds' rate target by a quarter point to 1.5-1.75%. This
bond yield reached in March the highest level since 2008, being
influenced by expectations of further rate hikes (in 2018 the
market is pricing a total of 3 rate hikes). The 10-year government
bonds, on the other hand, fell 3 bps, fuelled by an increase in
demand as investors looked for a safe-haven amid stock market
turbulence and a decrease in fears regarding inflation. Yield curve
flattening is considered to be an indicator of a future recession. In
the UK bond market, the BoE kept its target rate, delaying further
any future rate hikes for the month of May. A faster than
expected decrease in the growth rate of UK Inflation in February,
which hints for lower future inflation, acted as a trigger for the
decrease in long-term government bond yields in the UK. During
the month, a potential trade war between the US and China, as
well as rising geo-political tensions with Russia have led to the
healthy increase in demand for so called safe investments, such as
the 10-year German Bund, leading to the decrease of yields of this
asset to levels below 0.5%. The Japanese 10-year bond overall
movement in March was null.

In depth
On March 22nd, the IMF warned investors to a faster indebting
made by poor countries. According to the research, fiscal deficits
rose between 2013 and 2017 in nearly 75% of the nations
investigated and in almost half of those cases, investment
decreased in the same period, hinting for the creation of deficits
that do not generate sustainable economic benefits. These
indicators show that poor countries are, therefore, more likely to
experience a debt crisis. After a year in which debt issuance by EM
countries had reached, in the first quarter, around USD 116 bn
and funds such as JPMorgan global EM bond index reached a 9.1%
in total return for the year, investing nowadays in EM debt can still
generate profits, but it needs to be done more carefully than ever.
Looking for high growth countries which still experience low levels
of expected inflation is a must but also, investing in debt issued in
foreign currencies such as the US dollar may be advisable, due to a
high probability of future domestic currencies depreciation.

Our performance
Notice that the IEI ETF, tracking 3-7 year US Treasury Bonds,
performed positively during March, earning a cumulative return of
near 0.3%. However, having into account future increases in
interest rates, we decreased our exposure to duration which will
hurt our fixed income performance for the month.
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Commodities

World Commodities
During the past month, the oil majors have experienced
turbulence amid the shale pickup, production imbalances, and
political developments. Followed by the US Energy Information
Administration update on US shale production, the conventional
marks retreated in the threat of renewed oversupply in world
markets, as the EIA projected strong growth for US shale in April.
By the end of March, however, West Texas Intermediate and its
counterpart, Brent crude, soared more than 5% amid the rising
chances of Iran nuclear deal collapse, that would hit crude exports
from Iran, as well as due to OPEC and Russia’s effort to extend the
production cuts, and Venezuela exports’ curbs. The May WTI
contract has closed the month 6.81% up, at USD 64.94, while
respective Brent futures gained 10.09%, settling at USD 70.27.
The price of gold, a well-established inflation hedge, touched its
highest level since mid-February, as the Federal Reserve raised
interest rates in the light of higher inflation expectations for
incoming years. This, combined with concerns over the tariffs on
Chinese imports pushed forward by the Trump administration,
had prompted a safe haven rally, with a spike on March 26
(+2.77%). Gold locked a 0.65% March gain, finishing the month at
USD 1325.54 per troy ounce.
On the grounds of the very same event, the announcement of
global tariffs against steel and aluminium exports, LME aluminium
3-month futures lost as much as 6.64% in March, hitting the USD
2004.50 level.
Finally, the US government survey released on March 29, suggests
that US farmers plan to plant less corn and soybeans this year,
sending grain prices up. November soybean futures jumped 3.07%
to USD 1047.75, locking monthly gain of 0.94%, while December
corn rose 3.65% to USD 411.5 a bushel (+1.67% in a month).

Outlook for April
Following the evolution of US-China tariff backlash, the prices of
aluminium are expected to hold the center stage of commodity
investors’ attention in April. Beijing’s counter tariffs, announced
on Friday 24th, included sectors, such as pork and steel pipe, that
were already oversupplied in China and unlikely to hurt domestic
consumers. As such, analysts closely watch the soybeans as well,
as retaliating against this commodity is Beijing’s last resort and it
would have a major impact on US farmers. Over the last year, 37%
of the total soybeans consumed in China are shipped from the US.

Our performance
In March, the Brent futures 3-month contract added a 0.09% gain
to the overall portfolio performance. NIC Fund analysts remain a
positive outlook for the crude oil prices development and retain a
10% share of NAV in commodity asset class.
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Currencies

World Currencies
In March, the most noteworthy market move was the
appreciation of the British Pound against the US Dollar. Hopes of a
transition deal on Britain's departure from the European Union -
which was eventually agreed earlier this month - and growing
expectations that the Bank of England could soon raise interest
rates have propelled the pound this year to its highest since the
Brexit vote.
On the Eurozone, the single currency rose against the majority of
other currencies after the release of the March policy decision
document in which a language change saw the ECB announcing its
willingness to extend its quantitative easing programme if needed.
The President of the European Central Bank, Mario Draghi, added
that the strong momentum could lead to positive growth
surprises, but there are downside risks related to global factors.
Further exuberance was contained by the view that underlying
inflation remains subdued and has yet to show convincing signs of
a sustained upward trend.
As such, the ECB kept its inflation forecasts for 2018 at 1.4% but
revised slightly down its projection for inflation in 2019 to 1.4%
from 1.5%. This is probably the most bearish element of the event
for the Euro.
Geopolitical events such as the return of tensions between the
United States and Iran, as well as the diplomatic crisis between
the United Kingdom and Russia, but also the threats on duties
carried on by President Trump, are still a major source of
uncertainty for world currencies.
Bitcoin has fallen below USD 7,500 in what has been a terrible
quarter for cryptocurrencies. The downward pressure on
cryptocurrencies is largely the result of regulatory fears. As such,
not only many retail investors pull out of the emerging asset class,
but also several social media websites have banned
cryptocurrency adverts in what is presumably an attempt to
please regulators that are coming after them for their failures to
monitor fake news.

In depth
Investors should closely watch the ongoing political situation in
Italy, as it might weigh down the value of the Euro in April. On the
other hand, the European Central Bank meeting next month might
signal a more hawkish policy from the Eurozone monetary
authority.
The euro might also be impacted by the developments on the
trade tariffs rhetoric coming from both sides of the Atlantic. In the
same way, the Chinese Renminbi is likely to be impacted by the
rising trade tensions with the White House.
Other currencies, such as the Mexican Peso and the South Korean
Won are also the most vulnerable to trade wars.

Our performance
At the end of the month we entered our first currency position,
shorting the Brazilian Real against the USD as we believe that the
political turmoil will impact the risk premia of the country and
weight on its currency.
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Algos

The Nova Investment Club 
decided to implement part 
of the NIC Portfolio with 
algorithmic trading 
strategies. 

Giovanni Parravicini
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Facebook’s turmoil and its implications

On March 28, Facebook’s 
stock fell off more than 
17% since March 16th 
following the revelation of 
the Cambridge Analytica 
controversy. Investors and 
shareholders are worried 
about the political risk and 
potential onerous 
restrictions that may come 
up in Europe and America.

Raphaël Agbanrin
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Visit www.novainvestmentclub.com for more updates.
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