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CEO Comments
An eventful February has come to an end. During the month, the coronavirus outbreak replaced
trade as the main focus for the markets.
In the first couple of weeks of February, equity markets shrugged off concerns about the
outbreak, supported by a better-than-expected Q4 earnings season and the expectation that
negative effects of the coronavirus would be temporary and localized in China. However, the
increase in cases outside China led to a sharp selloff towards the end of the month. Developed
market equites fell sharply, with the S&P 500 ending the month down 8.2%, and OMXS30 down
6.7%. From a regional perspective, emerging market equities outperformed developed markets,
even though most COVID-19 infections are currently in Asia.
The virus outbreak represents a large shock to the Chinese economy. To reduce the spread of
infection, the authorities in China implemented significant restrictions on travel and
production. Policymakers have responded with several supportive measures. The People’s Bank of
China cut the loan prime rate by 10 basis points.
While recent hard macro data indicates that the US economy remains healthy, the survey data
suggests downside risks to growth if COVID-19 can’t be contained. This makes further monetary
stimulus by the Federal Reserve more likely in the coming months. Markets are now pricing
three further cuts this year. By the end of the month, the US 10-year Treasury yield stood at a
new all-time low of 1.1%, 2.1% points below 2018 levels.
The globally dependent European economy is vulnerable to supply chain disruptions, posing
severe downside risk to growth. The February PMI in Germany and the euro area already showed
a significant impact from the coronavirus, with sharp declines in export orders. The market now
expects further rate-cuts for the euro zone, and we expect fiscal stimulus if the situation
deteriorates further.
As of writing this report on the 12th of march, most countries have increased its efforts to
contain the virus, with severe restrictions on travel and the closing of schools and businesses. For
example, the US has banned travel from the EU area for the next 30 days and Italy has closed all
stores except pharmacies and grocery stores.
In my view, we’re looking at another “whatever it takes”-initiative from central banks, supported
by aggressive fiscal stimulus.

Erik Cassel
Chief Executive Officer – 2020-03-12
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Asset Manager's Comments

Hello,
Since Kalle Norén is leaving later this year I’d like to present my self, Filip Helmroth, as the
incoming Head of Asset Management in HCM. Kalle has done (and still does) an amazing job for
HCM, both as our Asset Manager but also as a competent research analyst. It’ll be big shoes to
fill, but I’m honored with the trust given by Kalle and Erik.
February started on a positive note, as our Equities significantly outperformed the market. Later
during the month, our Equities fell in line with the market resulting in a negative monthly
return of -2,9% vs OMXSGI -7.0%. On the weak side in absolute terms, but robust in relative
terms.
On the positive note, SBB returned 14% during the month, driven by a strong Q4 report. We see
clear synergies with the merger of Hemfosa, generally through cost synergies and especially
through lower financing costs. We think there’s room to reduce the interest costs significantly
going forward. MedCap released, in our view, a decent to weak Q4. The market interpreted the
report as a beat and pushed the stock 8% higher. We think this was driven by an inflow of
institutional ownership. Our long-term case stays intact, but we think the market has discounted
Specialty Pharmas margin improvement in the stock a bit too fast. Hence, we’ve divested a part
of our holding. Medistim is our most recent addition to the portfolio. The company has a great
business model, possesses an strong market position and will have the opportunity to capture the
high growth of its market. We think that Medistim will be able to grow its earnings >15%
consistently for a long time, making an 19x EBIT valuation attractive.
On the negative side, Firefly delivered strong Q4 numbers, but the outlook was restrained
resulting in a negative -14% return for the month. The order intake fell by -12% driven by
pending investment decision by customers. As we know, the business can be volatile during the
quarters and we see no reason to revise our investment case. Catella had a strong performance in
January but fell heavily (-11%) in February. The Q4 numbers came in in-line with consensus, but
the distribution of earnings between the business areas were weak. Equity, Hedge & Fixed
Income saw outflows from its funds, mostly driven by the closing of the Systematic Equity but
also from its Systematic Macro fund. This resulted in a decrease for the business area of -40% in
“recurring earnings” compared to Q3 2019. Although the fund flows (i.e. follow by performance)
were weak, the driver behind Catella’s value lies within its property management, PIM, which

Report February 2020

delivered a strong growth of 40% y-o-y. The returns from the company’s investments into PIM is
starting to shine through. You can read more about our case in Catella in Kalles comments from
December 2019.
We also made two major additions to our Alternative Investment holdings, adding both Alcur &
Alcur Select. The funds, and the team behind, has been a valuable source of investment ideas and risk
management to us. After meeting them in Stockholm during February, we strengthen our conviction
in outsourcing a part of our fund to this competent team.
The whole portfolio returned -0,41% in February, outperforming our benchmark by 2,21 percent
points, which was down 2,62% during the month. Global Bonds returned a negative -0,86% compared
to our benchmark which was up 0,72%. Alternative Investments had a strong month, returning a
positive return of 2,15% compared to Barclays Hedge Fund Index which preliminary was down 2,83%.
Thank you for your time and interest. You’ll hear from us again next month.
Sincerely,
Filip Helmroth
Asset Manager - 2020-03-14

HCM Equities Performance
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