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Q4 2020 COMMENTARY 

AMITY INTERNATIONAL FUND 
QUARTER TO END DECEMBER 2020 

PERFORMANCE 

 3 Months 6 Months 1 Year 3 Years 5 Years 10 Years 

Fund Performance (B Class) 10.64% 13.42% 11.60% 19.87% 70.52% 98.08% 

FTSE World TR GBP 8.61% 12.10% 12.74% 34.17% 97.07% 195.01% 

IA Global 9.62% 14.13% 14.83% 32.10% 86.40% 147.59% 

Sector Quartile 2 3 3 3 3 4 

Source: Morningstar. Figures compared on a Bid to Bid basis with Net Income Reinvested. 

REVIEW 
Global equities were firmly in risk-on mode in the fourth 

quarter as several positive COVID vaccine developments 

were announced with supportive safety assessments leading 

the market to focus on the prospects for rapid manufacture 

and distribution at scale. The prospect of a return to normality 

led to significant market rotation in favour of economically 

sensitive sectors, with stay-at-home beneficiaries lagging 

following exceptionally strong performance year-to-date. 

Against this backdrop, value stocks posted their best quarter 

since 2009, performing around 3% better than their growth 

peers, while smaller cap companies outperformed their larger 

peers gaining 13.1% vs. 8.4% respectively in Sterling terms. 

The US equity market delivered decent gains but 

underperformed the broader global market. The S&P 500 

delivered a total return of 12.2% (in US dollar terms), however 

adjusting for US Dollar weakness reduced this to 6.1% in 

GBP terms. Market news flow continued to be dominated by 

the COVID-19 pandemic, with even a US presidential election 

being overshadowed. Despite a prolonged contest from 

President Trump, Joe Biden eventually claimed the popular 

vote and the White House, although expectations of a “Blue 

Wave” (in which the Democrats control both the White House 

and the Senate) did not initially materialise. Markets took the 

election result positively, despite a divided federal 

government, with the view that the political framework would 

be challenging for the Democrats to impose tighter regulations 

and punitive tax legislation. At the end of the year, Congress 

eventually agreed on a $900 billion pandemic relief plan that 

will extend many of the CARES act support measures, 

including renewing direct payments to households and more 

generous unemployment benefits. 

 

 

European ex UK equities gained 9.1% in the fourth quarter, 

driven similarly by positive vaccine news. This positive 

development was particularly timely given rising infection 

rates and tightening restrictions, as the region has arguably 

suffered worse than most globally. In terms of fiscal stimulus, 

the EU approved a broad budgetary stimulus package of the 

€1.8 trillion including the €750 billion recovery fund. The 

stand-out positive from the Fund’s exposure perspective is the 

agreement to spend a substantial portion on green/ 

sustainable projects in order to meet the EU’s tougher 2030 

emission target and climate goals. In terms of supportive 

monetary stimulus, the ECB increased asset purchases from 

€500 billion to €1.85 trillion out to March 2022 with the aim of 

continuing to keep borrowing costs down. 

Following arduous negotiations, the UK and EU finally agreed 

to a trade deal, leading to a 5% rise in Sterling over the 

quarter, but more importantly removing the tail risk of a 

substantial depreciation. Overall the FTSE All-share gained 

12.6% over the quarter on improved optimism, with the UK 

seeing similar trends with the FTSE small cap index 

performing relatively better than more international earnings 

exposed FTSE 100. A new highly transmissible variant of 

COVID spread through the UK, leading to new lockdown 

measures and further economic pressure. The Chancellor 

extended the job support scheme which is now due to expire 

in March 2021. On the monetary policy front, the MPC further 

extended the level of quantitative easing by £150 billon, whilst 

also extending its funding scheme for banks’ lending to small 

businesses. 

Asia ex Japan was the strongest performing region, gaining 

on the prospect of improved cyclical recovery coupled with the 

weakening US dollar. Expectations improved for the global 

trade outlook, with the Democrats expected to cautiously 

manage the US’ relationship with China with less 

confrontational policy. Chinese exports posted record monthly 

levels in November on global restocking demand particularly 
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in technology and medical supplies, while the Renminbi 

continued to strengthen appreciating close to 4% over the 

quarter and nearly 10% from the May peak. 

Finally, in Japan, newly appointed prime minister Yoshihide 

Suga unveiled a Y73.6 trillion (c.$700bn) fiscal package 

aimed at creating jobs and restoring economic growth as well 

as support for medical facilities and elderly housing. Suga 

additionally announced a new fund worth Y2trillion to fund 

green technology as well as support digitalisation upgrades 

while reflecting similar policy target upgrades around carbon 

emissions. With upcoming elections and falling popularity for 

his Liberal Democratic Party, there is a need to demonstrate 

policy effectiveness in order to avoid becoming a stop-gap 

premier. 

PERFORMANCE & ACTIVITY 
The Edentree Responsible & Sustainable Global Fund rose 

11.2% in Sterling terms, around 2.6% ahead of the FTSE 

World return of 8.6% in the fourth quarter, finishing second 

quartile for the period. 

At a regional level, the underweight allocation to the US was a 

modest positive, as the index rose only c.6.8%, driven by 

modest gains in Tech following exceptionally strong year-to-

date performance. A greater contribution came from the 

fund’s US holdings which gained 12.4% due to their mid-cap 

sustainable and cyclical orientation. The fund’s overweight 

allocation to the UK, was positive as the fund gained 11.1% 

offsetting some of the year-to-date lag. Similar to the US, the 

fund’s UK holdings materially outperformed rising 18.8%. 

In Japan, the fund’s holdings again outperformed the 

benchmark, rising 12.6% against the 8.5% benchmark return, 

driven predominantly by Sony which gained 23.8% in the 

quarter. Finally, in Asia (ex Japan) the fund’s holdings 

modestly underperformed with a total return of 17.2%, versus 

the 18.3% total benchmark return led by HK based Greatview 

Aseptic which gained over 44.4% during the fourth quarter. 

The fund’s overweight allocation to Europe (ex UK) 

contributed negatively due to the fund’s holdings gaining only 

4.6%, underperforming the broader bourse return of 9.1%. 

In terms of sector allocation, the fund’s overweight allocation 

to Industrials sector contributed positively with the sector 

rising 10.0%, reflecting the demand for economically sensitive 

exposure as expectations of a recovery rose on the back of 

successful vaccine news. The fund’s industrial holdings 

performed particularly strongly rising 18%, led by smart-

irrigation leader Valmont Industries rising 34% on improving 

agriculture outlook as well as rising demand for the Valmont’s 

renewable energy products. Positive stock selection within the 

consumer goods sector was notable with the fund’s holding in 

Aptiv rising 34% on an improving outlook for vehicle 

electrification systems, while sustainable flooring leader 

Mohawk Industries continued to its recovery on the back of 

strong housing market and repair and modelling trends, rising 

36% over the quarter. In keeping with the economically 

sensitive, risk-on sentiment, Financials were the fund’s 

strongest performing sector with the fund’s holdings gaining 

24.5% against the sector’s 13.9% gain. Specifically, the fund’s 

life insurance holdings saw the biggest gains rising 31.0% 

against the sector’s return of 18.2%, led by a 41% gain in 

Legal & General. In terms of detractors, the fund’s basic 

materials holdings gave back some of its strong 

outperformance of last quarter, with the fund’s holding rising a 

modest 1% against the sector’s gain of 12.7%. The energy 

sector rebounded strongly as expectations of rising industrial 

activity led Brent Crude to rise from high $30/barrel to close to 

$52/barrel. The zero weighting to energy was a modest 

detractor, despite the sector’s gain of 21.6%, reflecting the 

sector’s lowly index weight of 2.9%. 

The Fund’s overweight position to Technology was modest 

negative as the sector lagged following strong year-to-date 

performance. The Fund’s holdings rose 5.1% against the 

sector’s return of 7.8%. A primary negative contributor was 

Salesforce which fell 14%, giving back some of the 28% gain 

posted last quarter, as the market expressed concern 

regarding the price and rationale for their acquisition of 

collaboration enabler Slack. Additionally, SAP fell 20% as it 

rebased expectations materially lower following signs clients 

were cutting back on spending on cloud raising questions 

regarding competitive pressures. 

In terms of fund activity, in early December we initiated a new 

position in Rockwool International, a leader in energy efficient 

insulation with a number of additional desirable elements such 

as strong fire-retardant characteristics. Rockwool is expected 

to be a key beneficiary of the EU Green Deal stimulus 

package given the focus on energy efficiency and green 

buildings. Additionally, we initiated a new position in Marvell, a 

global fabless semiconductor solutions provider. Marvell has a 

strong technological offering, supporting the ever-growing 

movement, storage, processing and security of the world’s 

data in a fast and reliable manner. Marvell is expected to be a 

material beneficiary in the roll-out of 5G base-stations. 

Additionally, within the healthcare sector, we increased our 

exposure to Boston Scientific, which has lagged peers a high 

quality, diversified medical device portfolio. With lower 

exposure to longer-term deferrable elective procedures, the 

company is expected to experience a material recovery in 

demand post a successful vaccine roll-out. Additionally, within 

the industrials sector we added to our holding in 

environmental equipment maker Federal Signal and 

Australian based construction and demolition waste specialist 

Bingo. During the quarter, we reduced our holdings in 

Nintendo, DS Smith and Legal & General following strong 

performance. 



Q4 2020 COMMENTARY 
 

 

 

This information is for investment professional only and should not be relied upon by private investors.  3 
 

OUTLOOK 
Looking ahead into 2021 and beyond, arguably the 

environment for sustainable investing has never been more 

supportive. From a stimulus perspective, most major 

economies have witnessed governments enacting legislation 

to channel stimulus funds into sustainable projects to address 

often upgraded carbon emissions targets. Clearly there 

remains significant work to do to meet the long-term goals set 

out in the Paris Agreement. 

Given the size of emissions and previous administration’s 

policy rhetoric, the US election result signals a changing 

course for addressing climate change on the world stage. 

President-elect Joe Biden’s updated Plan for a Clean Energy 

Revolution and Environmental Justice (released in July 2020) 

was a key pre-election document in setting out his political 

agenda. This plan aims to decarbonise the US and return the 

country to an international leadership role in addressing 

climate change. Specifically, the president-elect pledged to 

target net zero emissions at a national level by 2050, invest 

$2 trillion in climate initiatives over the course of his first term 

as president, improve the energy efficiency of buildings by 

reducing sector emissions by half by 2035 and enhance 

biodiversity by protecting 30% of American lands and water 

by 2030, to name a few. With the US accounting for around 

15% of global emissions, we believe that by re-joining the 

Paris Agreement and implementing (at least) some of these 

initiatives can catalyse global impetus around climate action. 

With the Senate in the hands of Democrats, post the Georgia 

run-off, the potential for implementing these sustainable plans 

and associated legislation has improved dramatically. While 

this remains far from the “Blue Wave” that was initially 

forecast, the ability to make progress does look possible 

supported by a more centrist, well-balanced administration. 

Consequently, in the US we expect strong domestic economic 

growth to re-emerge in 2021. With the prospect of increased 

stimulus, the question remains whether the Federal Reserve 

can remain as committed to ultra-accommodative monetary 

policy for the foreseeable future (beyond mid-2022) and how 

will the outlook for tapering change. With significant levels of 

debt, rates are unlikely to move substantially higher in the 

near term, with policy-makers increasingly tolerant of looking 

through bouts of above average inflation. 

 

 

 

 

 

 

More broadly, outside the US we are encouraged by similar 

supportive trends. Last quarter, we highlighted the 

opportunities that could arise from the European Green 

stimulus plan coupled with ambitious legislation to direct 

investment into sustainable channels via the Sustainable 

Finance Disclosure Regulation (SFDR). Additional positives 

have subsequently been announced in Asia, with Japan 

earmarking Y73.6bn for sustainable development. 

Overall, the myopic outlook for markets remains dominated by 

two interlinked factors –the aforementioned short-term fiscal 

stimulus and COVID-19. An end to the COVID-19 crisis now 

looks more feasible, however the path to recovery is still 

expected to be bumpy. Key challenges remain the timely 

manufacture, distribution and administration of these vaccines 

globally at scale, with the market focussed on the speed of 

the inoculation. Several primary unknowns remain, such as 

whether the expected efficacy is sufficiently evident across a 

larger population to achieve herd immunity, the impact of 

large durations between doses, and the likelihood of further 

potential future viral mutations on the vaccine’s efficacy as 

well as the duration of immunity. Despite these uncertainties 

this development is clearly exceptionally positive, and is 

expected to potentially lead to change in market leadership in 

favour of the more economically sensitive market laggards. 

This pivot in leadership is likely to be further influenced by the 

arrival of further short-term fiscal stimulus. Although with 

global benchmarks recording significant gains from their pre-

Covid levels, the impact of such rapid monetary and fiscal 

stimulus has already been reflected to a fair degree. 

An over-arching driver throughout this crisis, and essentially 

since the 2008 Global Financial Crisis has been policymakers’ 

willingness to provide excess liquidity, with central banks 

globally implying almost unlimited monetary policy support 

whenever necessary. Additionally, Governments have 

provided a further temporary safety economic net, with 

estimates of over $16 trillion added to the global debt stock. 

Given this level of debt, the chance of interest rates rising 

materially before 2022-23 remains low despite some 

forecasting increasing inflationary pressures. From an equity 

market perspective, this excess liquidity has been very well 

received, elevating valuations from underlying fundamentals, 

and inflating risk-assets to levels that imply significantly 

diminished tail-risks. As a tail risk, we remain concerned 

regarding the potential for unemployment to remain 

stubbornly high, with companies assessing how to manage 

their cost-base against an uncertain demand environment. 
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Finally, on valuations, such levels of excess liquidity has 

notably lead to numerous observable pockets of irrational 

exuberance, not least the performance of numerous (c.480) 

IPOs and Special Purpose Acquisition Companies listings 

witnessed in 2020. We remain vigilant with regard to any 

signs of a broader correction, and continue to deploy our 

disciplined investment valuation framework. 

As ever as long-term investors, looking beyond the immediacy 

remains key, and we continue to adhere to our bottom-up, 

stock-picking process, searching for sustainable and 

responsible companies with strong cash flows, robust balance 

sheets and healthy long-term growth outlooks that are trading 

on attractive absolute and relative valuations. 


