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ASSET ALLOCATION 

OVERVIEW OF ASSET CLASSES 

Equities 

 US § Positive 

 UK § Neutral 

 Europe § Positive 

 Emerging markets  § Positive 

 

Fixed income 

 Global corporate investment grade credit § Neutral 

 US high yield § Positive 

 Emerging markets § Positive 

 US government bonds § Negative 

 UK government bonds § Negative 

 EU government bonds § Negative 

 

Commodities 

 Gold § Neutral 

 Crude oil § Neutral 

 

Currencies 

 US dollar index § Neutral 

 EUR § Neutral 

 GBP § Positive 
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MACROECONOMIC OUTLOOK 

UNITED STATES 

At a glance 

US economic growth has accelerated in Q3, shaking-off the negative economic impact caused by 
hurricanes Harvey and Irma over the summer. Growth remains supported by strong consumer sentiment 
and a stark rebound in industrial activity going into Q4. With an increase in underlying inflation pressures 
coupled with stronger-than-expected GDP growth, nothing stands in the way of a rate hike in December. 

 

Asset class Our view Comment 

Equities Positive 

Recent corporate earnings were positive, with the proportion of US companies 
raising guidance in Q3 the highest in over 5 years at 57% – this provides us some 
comfort that equities shall continue to move higher through December and into 
2018. Added to this, we note that the recent agreement on tax reform (with 
some minor amendments) will constitute further support.  

Fixed 
income 

Neutral 

Whilst inflation remains muted, we take a negative view on US government 
bonds given the Fed’s intent to raise rates this year, which is now almost fully 
priced in. In credit markets, we continue to take a favourable view, given stable 
corporate balance sheets, which should provide guidance for future carry 
collection. 

Currencies Neutral 

The dollar moved lower over the course of November. From here we note 
several bullish catalysts, including tax reform and an expectant rate hike, but 
remain cautious given tepid inflation and concerns surrounding Trump and 
ongoing probes relating to Russia. 

 

In detail 

The already buoyant flash estimate of US Q3 real GDP growth was revised further to 3.3% q/q (saar) 
(+0.3pp) – the fastest pace in three years. Economic activity has accelerated from the second quarter 
reading of 3.1%, driven by private consumption and a significant contribution from stock building (0.8pp). 
Importantly, the revised details show that business investment expanded 4.7%, within which spending on 
equipment jumped 10.4% q/q (saar). This is good news for future growth in the industrial sector as capital 
investment is crucial to increased productivity. On the negative side, residential and structures investment 
have been a drag on overall growth. Going into Q4, we expect the US to continue growing at a healthy 
but slower pace since companies are likely to reduce the build-up in stocks in the last quarter of the year. 

The industrial sector has suffered under the negative impact from hurricanes Harvey and Irma, which 
caused significant disruption to economic activity in the third quarter. However, industrial output has 
rebounded in September and revised accounts now show only a contraction of 0.1% q/q in Q3. 
Moreover, October numbers have confirmed the firm underlying momentum in the US industry with 
industrial production (IP) expanding 0.9% m/m due to a jump in manufacturing activity. Capacity 
utilisation rose to 77.0% in October (+0.6pp), in line with the strong equipment investment numbers 
mentioned above.  
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Looking ahead, we expect a pronounced rebound in IP growth in Q4. The forward-looking indicator of 
core goods orders is standing at elevated levels, adding 0.4% m/m growth in the first month of Q4. The 
fall in the headline index (-1.2%), including transport orders, is of little concern as the decline was mainly 
due to the nondefense aircraft component, which dropped 18.6%. Underlying growth momentum in the 
industry remains strong with the three-months moving average of durable goods orders standing at 4.9 
per cent and the ISM manufacturing PMI in expansionary territory (58.7 in October). Adding to this, we 
expect reconstruction activities in devastated areas to contribute significantly to demand for industrial 
goods and to push industrial production higher in Q4. 

 

ISM manufacturing PMI vs. industrial production growth (RHS) 

 
Source, Bloomberg, Dolfin research, December 2017 

Elsewhere, the services sector has performed well in Q3 with retail sales rising 1.0% q/q on a significant 
increase in auto sales in September. Going into Q4, October retail sales growth was modest (+0.2% m/m) 
as growth in Hurricane related components, which outperformed previously, slowed. Nevertheless, other 
sales numbers, such as food, furniture and electronics were all up 0.7% m/m, signalling continued 
momentum in the sector. Overall, consumer sentiment remained strong, prevailing just below its 17-year 
high in November and the ISM non-manufacturing index inched up to its highest value since August 
2005. 

The service sector was supported by a strong labour market as non-farm payrolls rebounded in October, 
adding 261 thousand new jobs – the fastest job growth in over one year (see chart below). Adding to this, 
the previously negative September reading was revised to +18k, supporting our view that the underlying 
trend in the labour market remains strong. 
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Non-farm payrolls (thousands) 

 
Source, Bloomberg, Dolfin research, December 2017 

Turning to prices, the consumer price index (CPI) increased at the target pace of 2% in October, slightly 
down from the September reading. Yet, underlying price pressures, measured by core CPI, inched up to 
1.8% y/y, after having remained stable for several months. Adding to this, producer prices continued their 
four-months ascent to 2.8% y/y. This is good news for the FED as the acceleration in underlying inflation 
pressures, including producer prices, supports the current tightening policy stance. 

The November FOMC meeting has brought little news for the markets. The minutes showed that many 
participants “anticipated that the labour market would tighten somewhat further in the near term”, which 
should be a positive for price pressures and support further tightening intentions. Meanwhile, President 
Trump has nominated Jerome Powell as the new FED chair, who is seen to be slightly more hawkish than 
Janet Yellen. However, in his testimony Powell appeared in agreement with the current gradual 
tightening pace and gave no clues as to any changes in the monetary policy stance. Also, on the financial 
sector, he appeared keen to review the regulatory framework, acknowledging that no single area needed 
stricter rules. 
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UNITED KINGDOM 

At a glance 

The services sector was the main growth engine of the UK in Q3, fuelled by an expansion in private 
consumption. Meanwhile, the increasingly tight labour market has produced another month of negative 
real wage growth. Going forward, we expect a decline in price pressure towards year end to alleviate the 
pressure on purchasing power. Turning to industry, full order books and buoyant export demand point to 
further expansion in the manufacturing sector, supporting our view of a turnaround in exports in Q4. 

 

Asset class Our view Comment 

Equities Neutral 

We are both comforted by the relatively robust economic data released in 
recent weeks as well as developments to Brexit negotiations, which should 
improve sentiment towards UK equities. However, we expect Sterling 
strength to cap upside within the asset class.  

Fixed 
income 

Neutral 

Whilst we do not foresee additional rate hikes anytime soon, we take a 
negative view on Gilts, given they are trading at extreme-lows (in yield-
terms). For credit markets, we are neutral-to-positive, given we do not 
foresee disruption to steady carry collection over the coming month. 

Currencies Positive 

Having rallied to the 1.35 handle at the end of November on Brexit 
progress, we expect Sterling to remain the key beneficiary of further clarity 
on proceedings. Added to the relatively robust economic data, we take a 
positive view for December. 

 

In detail 

The UK’s real GDP growth for Q3 was confirmed at 0.4% q/q, up from the 0.3 per cent reached in the 
previous two quarters. The GDP breakdown revealed that growth was mainly driven by domestic 
demand, where household final consumption was the main contributor, tripling its growth pace to 0.6% 
q/q. Meanwhile, business investment printed softer in Q3, expanding 0.2% q/q and net trade was a drag 
on growth (-0.5 pp) (see chart below). On a sectoral level, GDP growth was boosted by the services 
sector, followed by a strong contribution from industrial production, while construction output contracted 
for a second quarter running (-0.9 per cent q/q). Despite the acceleration in economic activity, UK GDP 
continues to grow below the pre- and post-crisis averages (0.6 per cent and 0.5 per cent, respectively) 
and slower than in other G7 countries. 
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Real GDP growth (%) and contributions (pp) 

 
Source, Bloomberg, Dolfin Research, November 2017 

The industrial sector rebounded in the third quarter, growing 1.1% q/q (after -0.3 in Q2). Industrial 
production expanded on the back of a strong performance in the manufacturing sector, where YoY 
growth accelerated from 0.4 per cent in April to 2.7 per cent in September. Meanwhile, Q3 construction 
output was revised downward on a significant contraction in September (-1.6% m/m and -0.9% q/q), as 
house price inflation slowed across the UK. 

Looking ahead, the manufacturing PMI index improved in the first month of Q4, inching up to 56.3 and 
remaining well above the 50-threshold of expansion. The CBI Industrial Trends Survey also brought 
positive news in November, showing a jump in orders to a 30-year high with a significant increase in 
export orders. Adding to this, companies reported that stocks were below their long-run average. Full 
order books, combined with relatively low stocks should translate into higher production going forward. 
We expect industrial production growth to print in positive territory in Q4, but moderate slightly from the 
stellar performance in Q3, as the gap between orders and industrial production growth gradually closes 
(see chart below).  

Total orders vs. industrial production (RHS) 

 
Source, Bloomberg, Dolfin Research, November 2017 

-2.00
-1.50
-1.00
-0.50

0.00

0.50

1.00

1.50

2.00

2.50

%
/ p

p 
co

nt
rib

ut
io

n

HH consumption Investment Net trade GDP growth

-6.0

-4.0

-2.0

0.0

2.0

4.0

6.0

-30

-20

-10

0

10

11 12 13 14 15 16 17

%
 Y

oY

Di
ffu

sio
n i

nd
ex

Total orders (3-mma) Industrial production (3-mma, rhs)



 
 
 

dolfin.com                                                                                                          Dolfin Monthly Investment Outlook – December 2017 │ 8 

The services sector has been the main growth engine of the UK in Q3, expanding 0.4% q/q, on the back 
of solid retail sales numbers. Going into Q4, retail sales have continued on a positive tone, expanding 
0.3% m/m in October. In line with this, the forward-looking services PMI indicator rose to 55.6 while the 
GfK consumer climate remained broadly stable, pointing to a continuation of the current growth 
momentum. Moreover, the CBI Distributive Trades Survey, which has worried us in October, has more 
than reversed its sharp fall and stood in expansionary territory at 26 points (diffusion index) in November. 

It is somewhat puzzling that domestic demand remained so resilient, given that sluggish core wages and 
high inflation rates have kept real wage growth in negative territory for seven months running (-0.6% y/y 
in September). Looking at the improvements in the labour market, however, gives us the clues. Although 
employees are earning on average less in real terms, still more people worked and earned wages in Q3 
than in Q2. This additional employment has supported consumption and GDP growth. However, the 
labour market has become increasingly tight. The economy has added 261 thousand new jobs in the third 
quarter, leaving the employment rate just below its record high of 75.4 per cent. As the labour market 
continues to tighten and employment growth decelerates, we are likely to see a slimmer performance in 
the services sector going forward, unless real wage growth turns positive - on higher core wages and/or 
lower inflation.  

 

Core wages vs. unemployment rate (RHS) 
 

 
Source, Bloomberg, Dolfin Research, December 2017 

Inflation has plateaued at 3.0 per cent in October, as a rise in food prices was offset by declines in other 
categories. Meanwhile, the producer price index continued falling: Output price inflation has dropped 
below the CPI index for the first time since September 2016 and input price inflation has also registered a 
sharp fall (-3.5pp) (see chart below). This supports our view that inflation has peaked in October and is set 
to decline over the coming months. We expect CPI to fall gradually to 2.3% y/y by the end of Q1 2018 
before embarking on a slowly rising trend thereafter. Our view is supported by our proprietary inflation 
forecasting model, which exploits past performance and seasonality effects in the main categories of the 
inflation index, combined with changes in the Brent crude oil price and the USDGBP exchange rate. A 
slowdown in inflationary pressures should support the services sector by relieving negative real wage 
growth. 
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Consumer price inflation (CPI) vs. producer output price inflation (PPI) 

 
Source, Bloomberg, Dolfin Research, December 2017 

With inflation well above the target of 2%, the MPC voted by a majority of 7-2 to increase the interest rate 
by 0.25pp to 0.5% at its November meeting. MPC members have become increasingly concerned about 
the overshoot in price pressures while economic growth has printed above expectations in Q3 – justifying 
a slight tightening of the monetary policy stance. The central bank stated that future rate increases are 
expected “to be at a gradual pace and to a limited extent”. Meanwhile, the OBR revised down its 
outlook for productivity growth aggressively, pushing forecasts for GDP growth down and borrowing 
projections up. The new forecast paints a gloomy picture of the UK economy in the medium-term, 
estimating potential growth at a mere 1.5%, down from 2.1% previously.  

On the fiscal front, Chancellor Hammond announced the autumn budget, including a loosening of policy 
amounting to £25bn over five years. Among his flagship policies are: the abolition of stamp duty for first 
time buyers on purchases up to £300,000, more money for the NHS and a budget of £3bn for Brexit 
preparations. Overall, a loosening of fiscal policy will support the UK economy, which has shifted into 
slow-growth mode. 

Turning to politics, rumours out of Brussels suggest that the government has agreed with the EU on a 
common methodology to compute the so-called Brexit bill. This increases the overall probability that the 
December meeting will be fruitful for progress on Brexit negotiations and will bring the two sides closer 
to a Brexit deal. As anticipated in our November Dolfin Economic Outlook, the good news gave way to 
Sterling strength, capping the upside in equity markets. 
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EURO AREA 

At a glance 

The Euro area economy has stepped up a gear in its cyclical recovery, supported by a significant 
acceleration in German and Italian economic activity. Going into Q4, industrial sector sentiment remains 
buoyant with the Manufacturing PMI standing at a 17-year high and pointing to further expansion in 
output. Adding to this, optimistic consumer confidence should support services sector growth in Q4. 
Meanwhile, price pressures remain subdued, leaving the ECB on the side-lines. 

 

Asset class Our view Comment 

Equities Positive 

Despite healthy economic data and solid earnings, European 
indices fell considerably in November – a move not helped by 
strength in the currency (versus USD). We expect this trend to 
reverse over the coming month as the currency move plateaus. 

Fixed income Neutral 

Given European rates remain at highly depressed levels, we are 
negative going into December. Within the investment grade 
segment, despite tight spreads, we expect little movement over the 
coming month. 

Currencies Neutral 

We do not foresee considerable moves higher in the currency from 
the 1.19 level reach at the end of November, given a view that 
inflation shall moderate over the near-term (and factoring in political 
uncertainty in Germany). 

 

In detail 

The European economy has entered a cyclical boom phase in 2017, underscored by the confirmed Q3 
GDP growth estimate at 0.6 per cent q/q and upwards revisions to the previous quarters’ GDP. With the 
strong Q1-Q3 growth prints, we see no obstacles in the way for the Euro area’s activity to breech the 2 
per cent annual growth mark this year. We expect Q4 GDP growth in a similar healthy fashion at around 
0.5- 0.6 per cent q/q, bringing annual growth to around 2.3 per cent y/y. 

On a country level, Germany has provided us with the main upside surprise as Q3 growth was reported at 
0.8% q/q - well above wider market expectations (see chart below). Germany’s statistical office stated that 
growth was driven by external demand, helped by a significant contribution from gross fixed capital 
formation in machinery and equipment. Germany seems to continue benefitting from buoyant global 
trade momentum, investing into production capacities to increase future output. Italian GDP growth 
accelerated to 0.5% q/q from 0.3% in the previous quarter. As in Germany, net exports have reportedly 
contributed to the expansion, combined with growth in private consumption which was supported by 
improvements in the labour market. Finally, Spanish and French GDP growth was confirmed in line with 
first estimates at 0.8 and 0.5 per cent q/q, respectively.  

  



 
 
 

dolfin.com                                                                                                          Dolfin Monthly Investment Outlook – December 2017 │ 11 

GDP growth (%, QoQ) 

 
Source: Bloomberg, Dolfin Research, December 2017 

Looking at sectors, industrial production has shown a solid performance in Q3. Output has expanded by 
1.1 per cent, only an inch below the second quarter reading (-0.1pp). The gains were broad-based across 
all major economies with the strongest expansion being recorded in Germany (+1.7% q/q). This comes 
despite the 0.6% m/m fall in September, due to monthly volatility.  

Looking ahead, industrial sector sentiment remains buoyant going into Q4. The Manufacturing PMI rose 
to a 17-year high reading of 60.1 in November, well above the 50-threshold of expansion, signalling 
strong growth in the last quarter of the year. Adding to this, the European Commission’s industrial 
confidence index climbed to the highest value on record (since 1985). Based on the strong positive 
signals from survey indicators, we expect industrial production to continue printing healthy numbers in 
Q4. 

 

Industrial production growth across major European economies (%, YoY) 

 
Source: Bloomberg, Dolfin Research, December 2017 
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In the services sector, retail sales moderated in the first two months of Q3, but a strong September print 
(+0.7% m/m) has turned around the trend, bringing overall quarterly growth to a solid 0.6% q/q. This is in 
line with the services PMI index, which has improved further in November and the European 
Commission’s services confidence indicator, continuing its ascent in October (see chart below). Given the 
positive sentiment, we expect an eighth consecutive quarter of retail sales growth in Q4. 

 

EC services confidence vs. retail sales growth (% YoY) 

  
Source: Bloomberg, Dolfin Research, December 2017 

Overall, composite PMIs have improved in November, rising above the third quarter average. This 
supports our view of a continuation in healthy Euro area growth in the coming quarters. 

Looking to prices, we see little progress towards the ECB’s 2% inflation target. Headline CPI has 
continued hovering around the 1.5% y/y mark, while core inflation established itself again below 1% in 
both October and November (0.9% y/y). Positive news come from the producer price index (PPI), which 
has continued rising in October and should provide some upward pressure on consumer prices going 
forward (see chart below). On a country level, we have seen a reacceleration of price pressures in 
Germany with CPI bouncing to 1.8% y/y (+0.3pp), and in France where inflation has added 0.1pp for a 
fourth month in a row, rising to 1.3% y/y. Meanwhile, Italian and Spanish inflation has remained stable 
(1.1% and 1.7% y/y, respectively).  

For the remainder of the year, we anticipate a considerable drop in inflation in December due to 
unfavourable base effects in the energy component. We expect CPI to fall to as little as 1.1% y/y in the 
three months to February before starting to rise closer to target in March 2018. Our view is supported by 
our in-house Euro area inflation model, shown in the chart below. 
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Euro area CPI inflation and PPI output prices (RHS) 

 
Source: Bloomberg, Dolfin Research, October 2017 

In line with our forecast, the ECB expects inflation to moderate towards Q1 2018. Nevertheless, the 
Governing council expressed “growing confidence in the gradual convergence of inflation rates” at its 
October meeting, where the ECB announced a reduction in QE asset. The recently published meeting 
minutes confirmed that there was broad agreement on the extension of QE. However, the text revealed 
that the Governing Council is to some degree in disagreement over the formulation of its forward 
guidance as to the open-ended formulation of QE and the narrow focus on inflation. We therefore might 
see a change in the current text earlier than initially expected.  

On the political front, European media has focused its attention on the failed coalition talks in Germany 
where it remains unclear whether a government can be formed or if new elections will be called. The 
situation does not seem to have affected the real economy in Germany thus far, however, policy making 
on European level seems to have fallen into stalemate. 
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HIGH CONVICTION IDEAS 

EQUITIES 

US investment picks 

Ticker Name Price 
Price Chg 
YTD (%) 

Market 
Capitalisation 

EBITDA 
MARGIN 

Dividend 
yield 

EV / EBITDA 
adjusted 

PE Next 
year 

ROA 

BASIC MATERIALS 
                  

EMN US Equity EASTMAN CHEMICAL CO 92.7 23.2 13,321,304,099 21.8 2.2 9.2 11.4 6.5 

COMMUNICATIONS 
                  

VZ US Equity 
VERIZON 

COMMUNICATIONS INC 51.3 -4.0 209,132,534,458 34.1 4.6 6.7 13.2 6.4 

SATS US Equity ECHOSTAR CORP-A 59.8 16.3 5,721,591,792 28.1 - 7.5 61.1 1.3 

USM US Equity US CELLULAR CORP 38.1 -12.9 3,241,515,980 15.6 - 14.4 53.6 -3.8 

ARRS US Equity ARRIS INTERNATIONAL PLC 29.5 -2.1 5,517,126,315 8.9 - 9.0 10.0 2.2 

SBGI US Equity 
SINCLAIR BROADCAST 

GROUP -A 34.0 1.9 3,456,678,640 32.3 2.1 7.5 10.9 4.0 

CONSUMER, CYCLICAL 
                

CVS US Equity CVS HEALTH CORP 75.29 -4.59 76,263,134,716 7.22 2.7 8.88 11.86 5.39 

WYN US Equity 
WYNDHAM WORLDWIDE 

CORP 112.17 46.88 11,365,764,789 23.38 2.1 11.95 16.35 5.86 

MIK US Equity MICHAELS COS INC/THE 21.75 6.36 3,942,470,250 15.99 - 7.56 9.40 16.65 

CRI US Equity CARTER'S INC 108.26 25.32 5,123,223,165 15.63 1.4 10.64 17.51 12.58 

GT US Equity 
GOODYEAR TIRE & RUBBER 

CO 32.25 4.47 7,944,049,169 15.15 1.7 6.86 8.90 5.73 

CONSUMER, NON-CYCLICAL 
                

HUM US Equity HUMANA INC 256.3 25.6 36,609,342,487 4.1 0.6 5.8 21.2 6.0 

PPC US Equity PILGRIM'S PRIDE CORP 36.5 92.3 9,081,954,067 11.3 - 7.7 12.5 13.9 

ENERGY 
                  

SEP US Equity 
SPECTRA ENERGY 

PARTNERS LP 40.9 -10.7 12,985,133,329 61.1 7.1 13.2 12.0 6.6 

TECHNOLOGY 
                  

CVG US Equity CONVERGYS CORP 24.7 0.5 2,280,732,553 12.2 1.6 7.6 13.4 5.4 

 

Source: Bloomberg (01/12/2017) 
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UK investment picks 

Ticker  Name Price 
Price Chg 
YTD (%) 

Market 
Capitalisation 

EBITDA 
MARGIN 

Dividend 
yield 

EV / EBITDA 
adjusted 

PE Next 
year 

ROA 

BASIC MATERIALS                   

JMAT LN Equity JOHNSON MATTHEY PLC 2982.0 -6.3  5,771,166,883  5.6 2.6 11.1 13.1 8.5 

COMMUNICATIONS                   

MONY LN Equity MONEYSUPERMARKET.COM 331.3 12.6 1,776,335,769  37.5 3.0 15.7 18.4 33.0 

JE/ LN Equity JUST EAT PLC 802.5 37.5 5,456,396,929  25.8 - 36.8 34.6 8.4 

VOD LN Equity VODAFONE GROUP PLC 224.1 12.1 59,776,647,901  31.3 5.8 6.4 23.5 0.0 

CONSUMER, CYCLICAL                 

SPD LN Equity 
SPORTS DIRECT 
INTERNATIONAL 

378.0 35.7 2,049,710,814  10.2 - 5.7 18.7 9.6 

JD/ LN Equity JD SPORTS FASHION PLC 327.9 3.1 3,191,231,532  12.7 0.5 10.0 13.1 17.8 

NXT LN Equity NEXT PLC 4432.0 -8.2 6,478,538,225  22.9 3.6 7.2 11.1 24.4 

TUI LN Equity TUI AG-DI 1358.0 16.8 7,976,714,102  7.5 3.9 5.8 12.5 7.1 

HWDN LN Equity 
HOWDEN JOINERY GROUP 

PLC 
444.9 15.9 2,761,815,407  21.7 2.5 9.2 14.4 23.7 

CONSUMER, NON-CYCLICAL                 

FEVR LN Equity FEVERTREE DRINKS PLC 1955.0 71.6 2,252,959,517  34.6 0.4 40.4 49.9 31.9 

CWK LN Equity CRANSWICK PLC 3224.0 37.6 1,641,005,167  8.7 1.4 13.1 22.1 10.9 

PAGE LN Equity PAGEGROUP PLC 464.9 22.2 1,519,333,651  9.9 - 11.4 16.3 17.5 

ENERGY                   

RDSA LN Equity 
ROYAL DUTCH SHELL PLC-A 

SHS 
2354.0 5.0 96,399,015,787  11.7 6.2 8.6 15.2 2.6 

TECHNOLOGY                   

AVV LN Equity AVEVA GROUP PLC 2626.0 39.8 1,680,662,820  25.1 1.0 37.2 34.3 7.7 

SGE LN Equity SAGE GROUP PLC/THE 771.5 17.8 8,342,246,797  22.4 2.0 22.3 20.9 10.2 

 

 
Source: Bloomberg (01/12/2017) 
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Euro area investment picks 

Ticker Name Price 
Price Chg 
YTD (%) 

Market 
Capitalisation 

EBITDA 
MARGIN 

Dividend 
yield 

EV / EBITDA 
adjusted 

PE Next 
year 

ROA 

COMMUNICATIONS 
                  

KPN NA Equity KONINKLIJKE KPN NV 3.1 9.3 12,856,501,032  35.7 3.4 7.94 23.4 3.9 

CONSUMER, CYCLICAL 
                

LUX IM Equity LUXOTTICA GROUP SPA 48.36 -5.36 23,453,997,096  20.45 1.90 13.06 24.22 9.50 

RMS FP Equity HERMES INTERNATIONAL 435.10 11.56 45,933,251,161  36.49 0.86 21.52 35.72 20.34 

CONSUMER, NON-CYCLICAL 
                

EBRO SM Equity EBRO FOODS SA 19.40 -2.54 2,984,988,605  13.88 2.94 9.98 15.58 4.94 

VIS SM Equity VISCOFAN SA 53.34 13.85 2,485,840,398  27.92 2.79 11.19 19.41 14.24 

UCB BB Equity UCB SA 63.82 4.78 12,413,351,094  26.52 1.80 10.19 13.86 6.51 

HEIA NA Equity HEINEKEN NV 84.92 19.17 48,914,141,896  21.99 1.60 13.35 19.95 4.56 

REN NA Equity RELX NV 19.21 20.14 40,381,441,308  32.92 2.25 15.10 19.28 10.60 

COLR BB Equity COLRUYT SA 44.63 -5.05 6,691,638,949  7.83 2.64 8.32 17.75 9.41 

ENERGY 
                  

FP FP Equity TOTAL SA 47.34 -2.83 119,701,164,220  13.58 5.24 6.56 13.03 3.50 

INDUSTRIALS 
                  

LOG SM Equity 
CIA DE DISTRIBUCION 

INTEGRAL 
20.39 -7.32 2,706,772,500  2.58 7.36 3.34 14.22 2.32 

SAF FP Equity SAFRAN SA 88.21 28.92 36,786,179,693  24.14 1.72 9.22 19.66 11.20 

HO FP Equity THALES SA 84.76 -8.00 18,023,672,977  12.06 1.95 10.18 15.76 3.98 

NEX FP Equity NEXANS SA 54.49 10.73 2,367,702,041  5.54 0.92 6.38 14.47 2.37 

UTILITIES 
                  

REE SM Equity 
RED ELECTRICA 

CORPORACION SA 
18.75 4.60 10,145,250,000  77.16 4.67 10.3 14.35 6.15 

 

Source: Bloomberg (01/12/2017) 
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FIXED INCOME 

Our top picks 

Security name Issuer name Maturity Coupon (%) Price YTM (%) Duration (years) Rating Seniority Country 

EUR 

CONSUMER, NON-CYCLICAL 

XS1560991637 LOUIS DREYFUS CO 07/02/2022 4 108.1 2.0 3.8 NR Sr Unsecured NE 

ENERGY 

XS1379158048 PETROLEOS MEXICA 15/03/2023 5.125 116.7 1.8 4.6 Baa3 Sr Unsecured MX 

XS1196817156 KINDER MORGAN 16/03/2022 1.5 104.5 0.5 4.2 Baa3 Sr Unsecured US 

XS1501166869 TOTAL S.A. Perp 3.369 110.2 3.2 7.7 A2 Jr Subordinated FR 

FINANCIALS/ REAL ESTATE 

XS1508392625 ATF NETHERLANDS Perp 3.75 106.3 4.2 4.6 BB+ Jr Subordinated NE 

XS1346228577 AXA SA 06/07/2047 3.375 112.5 2.8 8.2 A3 Subordinated FR 

FR0011034065 CNP ASSURANCES 30/09/2041 7.375 119.2 4.4 3.5 BBB+ Subordinated FR 

XS1241701413 INMOBILIARIA COL 05/06/2023 2.728 110.3 0.8 5.2 BBB Sr Unsecured SP 

XS1398336351 MERLIN PROPERTIE 25/04/2023 2.225 106.6 1.0 4.9 BBB Sr Unsecured SP 

HEALTHCARE  
                  

XS1268496640 EUROFINS SCIEN 30/01/2023 3.375 109.9 1.4 4.5 NR Sr Unsecured LX 

XS0881803646 EUROFINS SCIEN Perp 7 112.7 7.0 2.0 NR Jr Subordinated LX 

UTILITIES 

PTEDPUOM0024 EDP SA Perp 5.375 112.6 4.6 3.0 Ba2 Subordinated PO 

 
Source: Bloomberg (01/12/2017) 
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Security name Issuer name Maturity Coupon (%) Price YTM (%) 
Duration 

(years) 
Rating Seniority 

Coun
try 

USD 

BASIC MATERIALS 

USG0446NAJ30 ANGLO AMERICAN Perp 4.875 106.4 3.9 6.2 Baa3 Sr Unsecured EN 

USQ12441AB91 BHP FINANCE USA Perp 6.75 117.9 5.9 6.3 Baa2 
Jr 

Subordinated 
AU 

XS1218432000 GLENCORE FDG LLC Perp 2.875 101.1 2.4 2.3 Baa2 Sr Unsecured US 

XS1405766384 POLYUS FINANCE P Perp 4.699 102.3 4.1 3.9 Ba1 Sr Unsecured EN 

COMMUNICATIONS 

US294829AA48 ERICSSON LM 15/05/2022 Perp 100.5 4.0 4.0 Ba2 Sr Unsecured SW 

US67054LAB36 NUMERICABLE-SFR 15/05/2022 6 104.6 4.9 0.6 B1 1st lien FR 

CONSUMER, NON-CYCLICAL 

XS0826606666 LOUDRE-CALL09/17 Perp Perp 100.0 - 10.5 NR 
Jr 

Subordinated 
NE 

ENERGY 

US71654QBX97 PETROLEOS MEXICA 23/01/2046 5.625 92.0 6.2 13.2 Baa3 Sr Unsecured MX 

FINANCIALS 

XS1385999492 CLOVERIE PLC 24/06/2046 5.625 111.3 5.3 6.8 A2 Subordinated IR 

USF22797RT78 CRED AGRICOLE SA Perp 7.875 114.2 6.4 4.9 NR 
Jr 

Subordinated 
FR 

XS1640851983 DEMETER INVEST Perp 4.625 102.8 4.6 4.2 BBB+ 
Jr 

Subordinated 
NE 

CH0271428333 UBS GROUP Perp 7 114.8 6.1 5.6 BBB- 
Jr 

Subordinated 
SZ 

UTILITIES 

US29265WAA62 ENEL SPA Perp 8.75 124.4 6.6 4.7 Ba1 
Jr 

Subordinated 
IT 

 
Source: Bloomberg (01/12/2017) 
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Security name Issuer name Maturity Coupon (%) Price YTM (%) Duration (years) Rating Seniority Country 

GBP 

CONSUMER, CYCLICAL 

XS1533915564 ASTON MARTIN Perp 5.75 105.6 4.3 1.3 B2 Secured JE 

XS1195502031 JAGUAR LAND ROVR 01/03/2023 3.875 104.2 3.0 4.7 Ba1 Sr Unsecured EN 

XS1577956516 MCLAREN FINANCE 01/08/2022 5 98.8 5.3 4.0 (P)B2 Secured EN 

XS1640922917 WAGAMAMA 01/07/2022 4.125 99.0 4.4 4.1 B2 1st lien EN 

CONSUMER, NON-CYCLICAL 

XS0248392812 TESCO PLC 24/03/2023 5 112.9 2.4 4.6 BBB+ Sr Unsecured EN 

XS1573181366 VIRGIN MEDIA SEC 15/01/2025 6 115.6 5.8 2.8 BBB+ 1st lien EN 

FINANCIALS 

FR0011034065 CNP ASSURANCES 30/09/2041 7.375 118.9 4.5 3.4 BBB+ Subordinated FR 

 
Source: Bloomberg (01/12/2017) 
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GLOSSARY 

 

Dividend yield The most recently announced gross dividend, annualised based on the 
dividend frequency, then divided by the current market price 

Duration The measure of sensitivity of the price of a bond to a change in interest 
rates, expressed in number of years 

EBITDA margin Measure in percentage, calculating the relation of earnings before 
interest, taxes, depreciation and amortisation to revenue. Calculated as: 
EBITDA / revenue * 100 

EV / EBITDA adjusted Enterprise value to adjusted earnings before interest and taxes value. 
Adjusted EBITA excludes the effect of abnormal items. Calculated as: 
enterprise value / adjusted trailing 12-month operating income 

Harmonised index of 
consumer prices (HICP) 

An indicator of inflation, harmonised across EU member states. 

Institute of Supply 
Management (ISM) 

A professional supply management organisation providing PMI data in 
the US 

PE next year Price earnings ratio calculated on next year earnings per share 
estimates. Calculated as: Last price / expected next year earnings 

Purchasing Managers Index 
(PMI) 

An indicator of the economic health of the manufacturing or services 
sectors. In the US, the PMI data is provided by the Institute of Supply 
Management. In the UK and Europe, the PMI is provided by Markit 

Return on Assets (ROA) An indicator of how profitable a company is relative to its total assets, 
expressed in percentage 

Saar The seasonally adjusted annual rate is a rate adjustment that attempts 
to remove seasonal variations in the data 

Standard & Poor’s (S&P) A ratings agency that determines an issuer’s ability to meet payment 
obligations. A bond with a rating of BBB- or above is deemed 
investment grade. A bond with a rating of BB+ or below is deemed high 
yield 

Seniority The order of repayment in the event of a sale or bankruptcy of the 
issuer. Senior debt must be repaid before subordinated debt is repaid 

Monetary Policy Committee 
(MPC) 

Central committee of the Bank of England (BoE) which takes monetary 
policy decisions 

Yield to worst (YTW) An estimate of the lowest yield that you can expect to earn from a bond 
when holding to maturity, absent a default. 
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About Dolfin 

Dolfin is an independent investment firm - unhindered by outdated technology or legacy thinking - 
offering highly diversified yet tightly integrated solutions that span custody, trading, and asset 
management. We serve financial intermediaries, institutional investors and private clients, providing them 
investment expertise with digital agility. 

For more information, please email info@dolfin.com, visit dolfin.com, or follow us on Twitter @dolfinhq. 
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DISCLAIMER 

This is a financial promotion issued by Dolfin Financial (UK) Ltd (Dolfin). This document is for information 
purposes only and does not take into account specific circumstances of any recipient. The information 
contained herein does not constitute the provision of investment advice. It is not intended to be and 
should not be construed as a recommendation, offer or solicitation to acquire, or dispose of, any of the 
financial instruments and/or securities mentioned in this document and will not form the basis or a part of 
any contract or commitment whatsoever. Investors should seek independent professional advice and 
draw their own conclusions regarding suitability of any transaction including the economic benefits, risks, 
legal, regulatory, credit, accounting and tax implications. 

The information in this document is based on public data obtained from sources believed by Dolfin to be 
reliable and in good faith, but no representations, guarantees or warranties are made by Dolfin with 
regard to accuracy, completeness or suitability of the data. Dolfin has not performed any independent 
review or due diligence of publicly available information regarding an unaffiliated reference asset or 
index. Dolfin does not have an obligation to update, modify or amend this document or to otherwise 
notify a reader thereof in the event that any matter stated herein, changes or subsequently becomes 
inaccurate. 

This communication may contain trading ideas where Dolfin may trade in such financial instruments with 
customers or other counterparties. Any prices provided herein (other than those that are identified as 
being historical) are indicative only, and do not represent firm quotes as to either size or price. The past 
performance of financial instruments is not indicative of future results. You may get back less than the 
amount you invested. No assurance can be given that any financial instrument or companies described 
herein would yield favourable investment results. 
Dolfin and or its affiliates may act as a principal or agent in the instrument(s) and or its derivative 
mentioned herein. Dolfin may perform or seek to perform investment banking, wealth management and 
or asset management service for issuers mentioned herein. Neither Dolfin nor any of its respective 
directors, officers or employees accepts any responsibility or liability whatsoever for any expense, loss or 
damages arising out of or in any way connected with the use of all or any part of this document. Dolfin 
may provide hyperlinks to websites of entities mentioned in this document, however the inclusion of a 
link does not imply that Dolfin endorses, recommends or approves any material on the linked page or 
accessible from it. Dolfin does not accept responsibility whatsoever for any such material, nor for any 
consequences of its use. 

This document may not be reproduced, redistributed or passed on to any other person or published, in 
whole or in part, for any purpose, without the prior, written consent of Dolfin. The manner of distributing 
this document may be restricted by law or regulation in certain countries, including the United States. 
Persons into whose possession this document may come are required to inform themselves about and to 
observe such restrictions. 

By accepting this document, a recipient hereof agrees to be bound by the foregoing limitations. 

Dolfin is the trading name of Dolfin Financial (UK) Ltd, a company authorised and regulated by the 
Financial Conduct Authority (552894) and registered in England and Wales, registered number 07431519. 

Copyright © 2017 Dolfin Financial (UK) Ltd. All rights reserved. 
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