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Monday, April 17, 2017 

 

Dear investor,  

 

We were up 4.6% in the first quarter of the year. Most of our return was made in our core longs, 

while we suffered some significant losses in our contrarian bets. It could have been better but 

we are happy to be back in money making mode after a bad 16.  

Our net exposure remains slightly above 50%, which reflects our constructive outlook on risk 

assets and especially on our core markets in the European periphery. Despite political 

uncertainties credit markets continue to hold up well, emerging economies seem to be doing 

better and industrial commodity prices are for the most part rising. All of this point to a strong 

cyclical trade, and though valuations are a bit stretched in the US, we don’t find that to be the 

case in Europe. 

In the last few weeks bond yields have gone down, in my opinion as a result of apparent stall of 

the Trump agenda. Without fiscal reform I would expect that to continue, but my feeling is that 

republicans will rally around the US President to lower taxes and the reflationary trade will be 

back on. A variety of sectors will do well in that scenario, but we continue to like financials the 

most, which remain our biggest bet. We are comfortable owning them even if rates don’t go up, 

but obviously we will do a lot better if rates do actually go up.  

I don’t see a scenario where US rates don’t go up in the face of significant fiscal reform, and I 

cannot foresee US yields going up without pushing rates in Europe significantly higher. We like 

most Santander and Sabadell among banks. Maisons du Monde remains our biggest position 

and we like Talgo, Telecom Italia, Ence and Opap among other non-financial stocks.  

As usual we remain available for any questions you might have. 

Best regards, 

 

José María Aznar Botella 
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