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4Q22 REPORT SUMMARY  
➢ During the fourth quarter of 2022, the Zadig Managed Accounts  13.5% gross of fees. The 

 10.2% 

d 9.5%. 

➢ Holdings in the cyclical and growth sectors contributed the most positively to the excess returns during the 

fourth quarter while the financial sector contributed negatively. 

➢ During the quarter, we initiated positions in HeidelbergCement, Bayer, Continental and Heineken and exited our positions 

in SAP, Commerzbank, SKF and SAAB among others. 

➢ The Portfolio remains concentrated with 15 holdings. It is well balanced across cyclical, defensive and growth names and is 

exposed to various companies whi 12-month forward P/E 

ratio is currently 9.8x vs 12.6x for the MSCI EUROPE ex UK. 

 

The performance data quoted represents past performance and does not guarantee future results. Current performance may be 

lower or higher. Periods over one-year are annualized. 

The commentary is not intended as a guarantee of profitable outcomes. Any forward-looking statements are based on certain 

expectations and assumptions that are susceptible to changes in circumstances. 
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COMMENTARY 
The fourth quarter was marked by a sharp positive reversal 

of the European equity markets, as well as the EURO 

currency vs the USD, triggered by the hope of seeing peak 

inflation and interest rates in a not-too-distant future. As 

noted last quarter,  holdings entered the 

quarter at historically low valuations (<10x PE 12mth) 

which coupled with low expectation from market 

participants meant the risk/return was extremely attractive. 

Not much was needed to recover a large portion of the year-

to-date losses in a matter of weeks. 

Portfolio Performance & 

Attribution 

We were pleased to note that with the Portfolio 

outperforming by 3.3% in Q4, the strategy generated a 

positive excess return every quarter in 2022, down as well as 

up markets. Looking at the best contributors for the 

Portfolio in Q4, the positive excess return for the Strategy 

was generated despite a negative hit ratio: we had more 

names contributing negatively to the excess return than 

positively, but the winners were much larger than losers on 

average. This asymmetry is typical of our investment 

process where we tend to invest in names where bad news 

are priced in and optionality is high in case of a turn around 

and/or a change of perception by market participants. 

The best performing holding was Rockwool, the 

manufacturer of insulation products (ex. stone wool which 

is fire-resistant). As an energy efficiency winner, the 

company will benefit from a strong demand tailwind over 

the next few years with penetration of insulation for 

buildings set to increase. The stock has derated to 13x PE 

(10x based on maintenance capex with no financial debt), 

and we feel that it currently prices a decent drop in earnings 

giving us a very favourable risk-reward. After increasing the 

position during a period of underperformance in Q3, the 

stock reacted well in a market recovery driven by optimism 

on lower input costs and expectation of a manageable 

demand contraction. The position makes 8.3% of the 

portfolio. 

Similarly, building material company HeidelbergCement 

which was purchased in Q4 contributed positively. We 

believe the value of their US aggregates business is worth 

more than the total value of the group. Our diligent research 

goes back to 2007 with the acquisition of Hanson group for 

which they paid 12bn EUR or 12x Ebitda mainly for US 

aggregates assets, or 25% of the current group Ebitda. The 

rest (200m tons of capacity in cement) was essentially a free 

option when we invested. A ton of cement capacity is worth 

around 100 EUR in M&A, or 20bn EUR potentially 

compared to the 8bn EUR market capitalisation for 

HeidelbergCement. The company currently trades on 3x 

Ebitda as this 25% family-controlled German company is 

missing the point, focusing on CO2 - a global issue for the 

cement industry  instead of focusing and being vocal on its 

aggregates assets where comparable companies trade on 13x 

Ebitda (Martin Marietta Materials, Vulcan Materials or 

CRH). The position makes 8.2% of the portfolio. 

The most negative contributor was the payment company 

Worldline which gave back some its gains of the previous 

quarter when it benefited from a reassuring H1 trading 

statement which confirmed our view that it remains 

immune to higher inflation as it simply processes inflated 

transaction amounts and collects proportional fees from it. 

Worldline is the European leader in the payments and 

transactional services industry, operating in both the 

issuing and acquiring ecosystems, as well as Terminals post 

the acquisition of Ingenico (now on-sale). Growth is 

supported in Europe by the structural shift away from cash 

and a leading position giving them market share gains (at 

the expense of smaller players/local banks) and M&A 

opportunities. The position is now 2.0% of the portfolio and 

will likely be exited in the near future. 

Portfolio Activity 

After a period of strong performance since the beginning of 

the year and given the volatility of the market, Q4 was a 

good time to reshuffle the Portfolio.  On top of 

HeidelbergCement which we commented on, we initiated 

positions in Bayer, Continental, Heineken and Puma and 

exited our positions in SAP, Commerzbank, Holcim, SAAB 

and JDE Peets.  
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Bayer is one of  most exciting investment 

cases and is already one of the largest holdings at 7.1% of the 

Portfolio. Bayer is a German conglomerate involved in 

healthcare and agricultural products. Its pharma products 

include aspirin, antibiotics, anti-infectives, cardiovascular, 

oncology, over-the-counter medications, diagnostics, and 

animal health products as well as crop protection products, 

plastics, and polyurethanes. It is currently trading on a low 

7x P/E multiple for what is mainly a non-cyclical business 

(pharma and crop protection) due to its conglomerate-like 

structure and legacy Glyphosate issues. Since then, the 

market has written off about 30bn EUR of value despite a 

solid underlying business growth (Ebitda +20% over 3 

 successes, we now 

feel the market is pricing what we see as a bear case scenario 

and is a perfect case for a breakup or management shake up 

to crystallize value. The position makes 7.2% of the 

portfolio. 

Continental manufactures tires, automotive parts, and 

industrial products. Again, this is an industrial German 

conglomerate that has been a disaster for shareholders with 

some key ICE businesses (analogue display, injection) 

disappearing and the transition proving very unprofitable 

due to semis shortage in particular. Management credibility 

is very low and the market needs to see some signs of better 

execution and proof they can really turn around the 

automotive division.  Using tyres business s 

(Michelin, Pirelli), the implicit valuation of the auto 

business is at best 20% of sales. Continental has already 

exited the power train business so the auto division could be 

making 6/8% margin. This business would be worth 2x 

more and as a result we think the downside is limited and 

the stock could double from here in a very positive scenario. 

The position is 6.4% of the portfolio.  

SAP exited the portfolio as valuation became richer after the 

 solid Q3 release. SAP expects strong trading 

outperforming competitors in the current slowdown. Since 

inception of the position in 2019, the investment cost 110 

bps of relative contribution. While the company recovered 

some of the initial losses, the transition to the cloud 

happened to be disappointingly slower than expected. 

Outlook 

During the year, the odds of a recession in 2023 have been 

Covid) over the last 4 years when Europe saw a negative real 

GDP growth (2013, 2012, 2009 and 1993), equity markets 

actually posted strong double-digit returns (2009 at +28%, 

was the best year for European equity markets over the last 

20y). Indeed, it all depends on the starting point as Mr 

Market constantly incorporates new information. So, 

instead of listening to the Cassandras, armed with our 

common sense we continue to look for a diverse set of 

companies factoring a lot of bad news. As we look forward 

to 2023, we find enough upside in  

investments to be optimistic to do well after a great year 

2022.
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PERFORMANCE AND ACTIVITY  

PERFORMANCE (INCEPTION  FEB 2011) 

 4Q22 YTD 1Y 3Y pa 5Y pa 10Y pa Inception pa 

Zadig Managed Accounts (gross) 13.5  4.1  4.1  8.0  8.7  12.5  11.1  

MSCI Europe ex UK TR Net 10.2  -12.6  -12.6  3.4  4.6  7.5  6.3  

Relative (gross) 3.3  16.6  16.6  4.5  4.1  5.0  4.9  

MSCI Europe TR Net 9.5  -9.5  -9.5  3.1  4.3  6.8  6.1  

Relative (gross) 4.0  13.5  13.5  4.9  4.4  5.7  5.1  

TOP CONTRIBUTORS (EST. CONTRIB%) 

 Alpha 

Rockwool Intl-B  1.5  

HeidelbergCement  1.0  

Siemens  0.8  

Veolia  0.7  

Sap  0.7  

WORST CONTRIBUTORS (EST. CONTRIB %) 
 Alpha 

Worldline -0.7  

Kering -0.6  

Bayer -0.5  

Royal Dutch -0.4  

Ucb -0.3  

THEMES (EST. CONTRIB% AND EXPOSURE%) 

 Alpha Expo 

Financial -0.6% 2% 

Defensive 0.2% 29% 

Growth 0.8% 32% 

Cyclical 2.3% 34% 

ACTIVITY 

Purchases Exits 

HeidelbergCement Sap 

Bayer Commerzbank 

Continental Saab 

Heineken Holcim 

ASSETS 

 M EUR M USD 

Zadig Managed Accounts  340   364  

Firm  1,727   1,849  

Performance shown is the performance of the Memnon European strategy as calculated by the fund administrator until March 

2016, Gross of management fee, Net of 20bps of Administration and Custody fee. From March 2016, the performance shown is 

the Zadig Managed Accounts strategy when launched in a managed account format and calculated by the Custodian. Both 

strategies were managed pari passu until 2022. 
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SNAPSHOT

TOP TEN HOLDINGS (% PORTFOLIO) 

Siemens  8.6  

Rockwool Intl-B  8.3  

Royal Dutch  8.2  

Heidebergcement  8.2  

Carrefour  8.0  

Bayer  7.2  

Kering  7.1  

Veolia  7.1  

Securitas  6.9  

Ucb  6.5  

Total  76.1  

GICS SECTOR EXPOSURE (% PORTFOLIO) 

Cash  2.5  

Consumer Discretionary  16.4  

Consumer Staples  12.3  

Energy  8.2  

Financials  -    

Health Care  19.6  

Industrials  23.8  

Information Technology  2.0  

Materials  8.2  

Telecommunication Services  -    

Utilities  7.1  

STATISTICS (SINCE INCEPTION  FEB 2011) 

 Portfolio Index 

Annual Return (%p.a.)  10.1   5.5  

Excess Return (%p.a.)  4.6   

Volatility  15.4   14.2  

Tracking Error  6.1   

Beta  0.95   1.00  

Information Ratio  0.8   

PORTFOLIO CHARACTERISTICS  

Average Market Cap 46bn EUR 

Median Market Cap 14bn EUR 

P/E Forward 12m 9.9 x 

P/B Forward 12m 1.3 x 

Dividend Yield Forward 12m 3.6% 

Active Share 95% 

Holdings 15 

MARKET CAP (% PORTFOLIO  BN EUR) 

>20bn  42  

5bn to 20bn  42  

1bn to 5bn  16  

<1bn  -    
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ZADIG MANAGED ACCOUNTS  

Investment Objective 

➢ We think the Zadig Managed Accounts strategy can meaningfully outperform the European market thanks to our 

valuation driven process. Key to this long-term performance ambition is our concentration on our very best ideas only 

and our risk management process. 

Process 

➢ Zadig relies on a hands-on research approach. We build our own valuation models, meet with management of companies. 

Our process is bottom up and valuation driven; we never invest if we cannot justify a meaningful upside for a reasonable 

amount of risk. ESG factors are fully integrated in our valuation process. 

➢ We think there is a comfort bias in the market, and investors overpay for perceived safety. We are often contrarian in our 

approach; the portfolio is made up of companies that are undervalued due to investors' perception of risk and the 

companies offer attractive risk/return profiles as a result. 

Why invest in Zadig Managed Accounts 

➢ Limited factor exposure. At all times, the portfolio keeps a balanced exposure to cyclical, defensive, growth companies and 

we carefully monitor and limit factor exposures (value, growth, momentum, etc.) through advanced proprietary 

quantitative analysis. By limiting the portfolio's exposure to broad factors, performance cannot be replicated by ETFs, even 

the smart ones. 

➢ We bring diversification to investors. By avoiding consensual investments, the portfolio looks and behaves differently 

from competitors, offering welcome diversification to our investors. The correlation of the portfolio's performance with 

peers is low, making the fund a truly diversifying asset for European Equity allocators.  

 

 

Laurent Saglio 

Founding Partner 

35 years of experience 

 

  

 

STOCK PICKING AT WORK 

Zadig is a leading Independent European investment firm. Year after year, our team has consistently applied a rigorous 

approach to investment. Through our UCITS funds and institutional managed accounts, our high conviction investment 

ideas deliver performance for a variety of clients. Zadig oversees 1.5 bn EUR of assets for institutional investors, Private 

Banks, Family Offices. 

Our investment principles are founded upon buying quality assets on low valuations and building a risk-controlled and 

diversified portfolio. Only the strongest investment cases survive in our Darwinian investment approach. The art of 

investment is to know the principles but to apply them wisely and let common sense and realism prevail in stock picking. 
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Investment Manager 

Zadig Asset Management SA 

 

L-8008 Strassen 

Luxembourg 

Office: +352 26 47 6301 

Investors: +352 26 47 6305 

investor@zadigfunds.com 

This document is purely for informative purposes, and does not represent an offer or an invitation to invest. 

All subscriptions must be made on the basis of the Funds issue Offering Memorandum or Prospectus in effect at the time of the 

subscription. 

Past performance cannot guarantee future performance in any way. The value of investments may go down as well as up.  You may 

not get back the original amount invested and may lose all of your investment. 

Despite the fact that great care has gone into creating this document, errors or omissions cannot be ruled out. Zadig Asset 

Management SA accepts no responsibility in terms of the full and accurate nature of the information contained in this document. 

Zadig Asset Management SA is a Luxembourg Management Company under Chapter 15 of the 17 December 2010, authorized and 

regulated by the Commission de Surveillance du Secteur Financier (CSSF) in the Grand-Duchy of Luxembourg. 


