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The pessimist complains about the wind;
the optimist expects it to change;
the realist adjusts the sails.
- William Arthur Ward
Dear investors,
For the quarter ending September 30, 2020,
Tramondo Dynamic Equity USD I returned +10.6%
net of all fees, compared with the MSCI AC
World’s +8.1% and HFRX Equity Hedge’s +3.6% for
the same period.
For the year-to-date period ending September
30, 2020, the Tramondo Dynamic Equity USD
I returned +17.5% net of all fees, compared with
the MSCI AC World’s +1.9% and HFRX Equity
Hedge’s -3.0% for the same period. Assets under
management stand at USD 154m.
Please find below a summary of each month of
the third quarter of 2020 and our outlook.

REVIEW
July marked a strong month with a second
protagonist – the USD Index and its biggest
decline in a decade, which was responsible for
one third of the return of the MSCI AC World.
Major central banks took something of a back
seat over the past weeks, having already flooded
the market with liquidity and taken rates close
to their lower bounds. In addition, economic
activity improved, but besides the flow of news
from COVID-19, they had little impact on global
markets. Hence, we saw a trending month
led by our US and emerging market holdings

underpinned by strong quarterly earnings and
solid market breadth. Therefore, we kept the
net allocation to “fully invested” over the whole
month. We used the opportunity of less volatile
markets to identify and reduce/exit laggards and
strengthen market leaders.
August marked another strong month for the
fund. It also meant the end of the second quarter’s
earnings season, which surprised on the upside
relative to weak expectations. Unsurprisingly, the
healthcare and information technology sectors
were particularly strong – our two largest overweights. In terms of monetary policy, the Fed
announced a shift to average inflation targeting at
the Jackson Hole virtual conference, confirming
that monetary policy will remain supportive for
the foreseeable future. Hence, we saw a trending
month led by the whole portfolio. At the end of
August, we tactically reduced our net exposure
to 75% for various reasons outlined in the next
paragraph.
We identified several reasons for a cautious stance
regarding September/October: 1) The leading US
market was very extended from its 50-day and
200-day moving averages, which very often led to
pullbacks, while the rest of the world struggled to
keep up pace, 2) Breadth has waned on the push
up in August as compared to its initial surge into

June highs, 3) Intermarket divergence between
Nasdaq/S&P 500 vs the broad market (Value
Line Arithmetic Index) and severe bifurcation as
stock concentration increased with Apple being
6% of the S&P 500, 4) Sentiment has finally shown
signs of individual sentiment joining institutional
sentiment in getting (very) optimistic (low put/
call ratio, contrarian indicator), 5) Seasonality and
cycles did point to very unattractive risk/reward
for September, 6) Trend exhaustion was showing
up. Thus, we hedged the portfolio via one third
each SPX, NDX and SX5E futures.
The month of September started with the final
climax run up in the US, followed by a very sharp
sell-off led by technology stocks and other
leading companies mainly in the US growth area.
While the stock portfolio took a - well-deserved breather after two prior strong months, our hedge
could make up for the initial underperformance
and compensate effectively. Whenever the
market corrects, we look for traces like scouts
and study the price behavior of our holdings and
sectors, especially for relative strength. Because
of their price behavior, leading stocks are an
indicator of market trends where they tend to
correct first but also rebuild relative strength
first, while, in addition, new market leaders might
emerge. Hence, one of our main observation
was that materials and industrials (reflation, see
outlook section) started to improve considerably
– two sectors we started to over-weight and
close the underweight, respectively. Thereafter,
having observed a bottoming in technology
and moderate pullbacks with a healthy sector
rotation in a corrective fashion we increased the
net allocation back to “fully invested” taking net
profits of roughly 1% on our hedges while the
stock portfolio caught up with the market in the
final days of the month.
For the quarter, our top contributors were Vestas
Wind Systems, Amazon, Alibaba, Salesforce
and Taiwan Semiconductor while our worst
contributors were Fortinet, Rio Tinto, Vertex
Pharmaceuticals, Netflix and American Tower.
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OUTLOOK
The fourth and final quarter of 2020 with the US
presidential election will bring a very eventful
and challenging year to an end. Furthermore, we
will have a very close eye on the US-Dollar Index
and US yields, respectively, as their movements
have significant implications.
Regarding the presidential election we keep
an open mind and let the tape (price) dictate
the direction as “Mr. Market” is always right.
The quality of our stock portfolio should not be
significantly affected as we are little exposed to
major electoral programs (bank regulations, fossil
fuels, drug pricing, tech scrutiny which we see
as a positive as spin-offs would increase standalone valuations in the long run) that could be
negatively affected especially by a Biden win.
If history is any guide, a market rally into an
election usually leads to the incumbent party to
win the presidential election. Additionally, as the
economy is still threatened by the uncertainty of
COVID-19 it has less an impact if the republican or
the democratic side wins as either one including
its government will first focus on stabilizing the
economy. We tend to see a greater opportunity
by adjustments of the net asset allocation and,
therefore, keep a close eye on our four pillars
for hedging: macroeconomic backdrop, market
sentiment, market internals and market technicals
while we do not fight the tape!
Considering the most recent moves in the
US-Dollar Index and US yields, we slowly but
surely gather hints on possible newly emerging
stock market leaders. Value stocks (materials,
industrials, energy and financials) have often
outperformed growth stocks when the US dollar
weakened and global growth strengthened (such
as from 2001 – 2007). However, the relationship
between value and growth stocks, the dollar, and
global growth broke down this summer. There are
two reasons why this happened. First, investors
were too slow to price in the tailwind that growth
stocks in the tech and health care sectors (which
remain our two biggest overweights) would end
up receiving from the pandemic. Second, rather
than rising in response to better economic growth
data, real rates fell during the summer months.

TRAMONDO DYNAMIC EQUITY OPPORTUNITIES - INVESTOR LETTER Q3/2020

A falling discount rate benefits growth stocks
more than value stocks because the former
generate more of their earnings farther into the
future.
A bearish USD is bullish reflation which would
push cyclical sectors such as materials and
industrials but also emerging markets where
we started to find attractive companies with
improving fundamentals. In terms of yields we
see little upside as the Fed will not hike rates at
least until 2023, and it will take even longer than
that for interest rates to rise elsewhere in the
world. Hence, we believe that companies with the
highest beta to rising yields such as developed
banks are stuck in a structural downtrend (except
as strong bounce candidates that would not
worry us much). However, we see attractive
characteristics in emerging market banks such
as in HDFC Bank in India (digital banking/urban
penetration, stable margins, healthy asset
quality, consistent performance and superior
management).

predict the winds. At Tramondo, we stick to our
investing credo “In investing you cannot direct
the wind, but you can adjust the sails”.
We thank all our investors for your continued
confidence in Tramondo Investment Partners
AG. We wish you all the best personally and
professionally - be well, be good and take care
during these unprecedented times and last but
not least may the Christmas Rally take place!

Best wishes,
Tramondo Investment Partners AG

Fundamentally, the focus will be on the
forthcoming Q3 earnings season during which we
should get insights into the status quo, trends and
sentiment as well as the market's risk appetite.
Specifically, we will be looking for confirmation
of the existing tailwinds for companies supported
by secular growth trends and, most importantly,
the reaction of the market to earnings releases.
With the uncertain outlook so dictated by the
virus, but also given the potential for a vaccine,
we continue to believe it makes sense to aim for
a strong portfolio with high-quality holdings that
can benefit from attractive growth prospects.
By identifying these companies that solve and/
or offer products for specific types of demand,
we will be able to profit from increased revenue
visibility. Furthermore, by screening for the quality
of balance sheets and operating stability, we are
able to hold a set of companies whose earnings
we believe approach a strong set of consistency.
Given the reliability of earnings, price changes
mainly reflect changes in expected return as
opposed to changes in future earnings, creating
attractive alpha opportunities.
The bottom line is that we will focus on price and
what the market is telling us instead of trying to
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LEGAL NOTICE
This document has been prepared by Tramondo
Investment Partners AG (the “Company”) regardless
of specific or future investment objectives, a particular
financial or tax situation or the individual needs of
a particular recipient and is provided to you for the
exclusive purpose of personal use and information
only. It is based on specific facts and circumstances
and prepared for a specific purpose. It is not intended
to be, and may not be, relied on by any other person.
The information in this document constitutes neither
a solicitation, an offer, nor a recom-mendation to
any person in Switzerland or any other jurisdiction,
to purchase, subscribe or sell any securities or other
financial instruments, to use it as a sufficient basis for an
investment decision or to conclude any legal act of any
kind to this end. Furthermore, this presentation should
not be construed as a financial, legal or tax advice.
The information and opinions expressed in this
document were carefully collected, analyzed and
composed by the Company based on publicly
available information from trustworthy sources as
of the date of the creation of the presentation. They
are subject to change. The Company undertakes
no obligation to update the information herein and
it should be noted that significant events may have
occurred since the date of the creation. Although the
information has been obtained from and is based upon
sources that the Company believes to be reliable, no
guarantee is assumed that the information is accurate
or complete. Any reference to past performance data is
not necessarily indicative of current and future returns.
The calculated values are solely indicative. The
effective allocation and results depend on investment
activity and the development of investments and may
differ from the model results. The implementation of an
investment proposal can ultimately occur differently
and deviate from the structure presented or the
products mentioned.
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Individual products or components of this document
may have a certain complexity and a high risk (e.g.
derivatives, alternative investments, structured
investments). They are only intended for investors
who understand and assume the risks involved.
Investments in foreign currencies are subject to
currency fluctuations, investments in emerging
markets or in special products are exposed to special
risks. An investment in a target described in this
presentation should be made only after careful study
of the most recent prospectus and a comprehensive
due diligence on the targeted assets. The Company
recommends that investors carefully assess and
seek professional advice if needed with regard to
financial, legal, regulatory, credit, tax and accounting
consequences before making a final investment
decision or implementing a strategy. The investor
assumes responsibility for the proper declaration of all
assets and their tax assessment.
The Company reserves the right to change at any
time the content of this document in part or entirely,
at all times and without prior notice. Although the
Company acts with due care to ensure the accuracy of
the information contained in this document, it cannot
guarantee such. The Company or its employees
assume no liability for any damages (neither tangible
nor intangible) that arise through the use or nonuse of the information contained herein, especially
no responsibility for the accuracy, completeness,
reliability or comparability of the information contained
herein relating to third parties that is based solely on
publicly available information. Without prior written
consent of the Company this document shall not be
copied, referred to or disclosed, in whole or in part. This
applies in particular to the Company’s logo.
Tramondo Investment Partners AG is incorporated in
Switzerland and is FINMA licensed and regulated.
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