PORTFOLIO REPORT
EQUITY PERFORMANCE

August 2022

WWW.HANDELSCAPITAL.COM

|

VASAGATAN 1

|

INFO@HANDELSCAPITAL.COM

Report August 2022

CEO Comments
Another month has passed, and can you believe that macro has once again been the main focus in the market. Whilst
inflationary data came in better than expected during the month, it was still on a very high level. The markets seemed to
breathe a sigh of relief when the data was released, but quickly found its way back to the dark negative trend that we now
have got used to. Thus, the positive month of July seems to have been more of a temporary bear rally, rather than the start of
the comeback of stocks.
During august the remainder of our holdings released their earnings reports for the second quarter. The trend of increased
working capital continued in the way we saw during the first half of the earnings season. However, I would like to highlight
one holding that to me personally stands out in many ways. Catella is one of the longest serving holdings in our portfolio.
The case was initially that a very messy business was going to be cleaned up. The not so rational, loss making business areas
were going to be discontinued and the high quality business areas was going to be kept, highlighted and in full focus
concerning the capital allocation. The clean up is now fully completed, the business is easier to understand and the overall
quality is better. The investment case in Catella is now entering the next stage, and the coming months is set to be very
interesting.
First of all, the second quarter was a really good one for the company, mainly driven by performing fees from their
Investment Management business area. Looking forward, it is within their Principal Investments business area where things
are really cooking. Catella expect their flagship project Kaktus to be exited during the third quarter. This is something
investors have been waiting for since the business clean up started, and it definitely seems like it is finally time. The Kaktus
project is now finished, the apartments are fully rented and Catella is experiencing “substantial interest” from investors. The
conditions for an exit sure looks to be in Catellas favour. This brings us to what an exit means for the company. First of all,
the project is expected to bring in a higher profit than ever before. We in HCM are expecting a profit for Kaktus which is
larger than the profit of the full Catella group during the second quarter this year. Whilst this of course is a one off, it would
be a significant cash injection, heavily strengthening the already very strong balance sheet. And the best thing is that it
doesn’t stop there. Looking at the debt side of the balance sheet, Catella has 1,2 billion SEK of liabilities to credit
institutions, of which around one billion is attributable to the Kaktus project. When Kaktus is exited the debt will be part of
the package which is sold.
With some simple maths, we can solve this interesting equation of what the major Kaktus exit will mean for Catella. Starting
with an already very strong balance sheet, it will be double strengthened with a major cash add, and on top of that, almost all
debt to credit institutions will disappear from Catellas balance sheet. In times of a nervous market, rising interest rates and
careful investors, this looks like an interesting safe haven to me. I hope I will get a reason to come back to Catella very soon.
With the end of august, the low activity within HCM has reached its end as well. We have started the semester with some
great additions to our team. I want to take the opportunity to welcome Bianca Andersson, Linn Peterson, Anton Berg, Teo
Persson and William Wällstedt to the group. They are all very talented and I really look forward to work with them going
forward. I would also take the opportunity to thank Leonard Lenhoff for his time and contribution as Head of Asset
Management. He will now be replaced by Ossian Malmberg, who I kindly welcome in his new role.
Ludwig Germunder
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Asset Manager's Comments

After the sharp rise in equities during July, markets returned to a bearish sentiment in August. During the month,
OMXSGI returned -7,21% and the index closed at -24,64% YTD. Compared to OMXSGI, our equities underperformed
-0,05% for the month and HCM is hence down -32,21% YTD.
The best performers during the month were Catella, SmartEye and Vestum. The worst performers were Autostore,
Evolution and Ratos..
The whole portfolio returned -1,00% in July, overperforming our benchmark index which fell -2,70%. Global Bonds
returned a positive 2,15% compared to our benchmark which was up 1,75%. Corporate Bonds returned a negative
-0,92%, while the benchmark gained 2,45%.
Alternative Investments returned a positive 2,86% compared to Barclays Hedge Fund Index which preliminary was
down by -0,60%. It is important to note that our reported return in Alternative Investments is lagging with one
month. This is due to the funds’ NAV’s updating after the last day of the month.
As August marks my last month as Head of Asset Management for HCM, the role will now be handed to over to my
successor Ossian Malmberg. Ossian has worked for HCM for a bit more than a year, and with his demonstrated skills
and commitment to the organization, I am confident that the asset management of HCM is in safe hands. Good luck
Ossian!
Sincerely, Leonard Lenhoff
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