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For the quarter- and year-to-date period ending June 30, 2022, please refer 
to chart 1 for the risk/return metrics for Tramondo Dynamic Equity USD I 
(net of fees), compared with the MSCI AC World and HFRX Equity Hedge for 
the same period. Assets under management stand at USD 170mn.

Please find below a summary of each month of the second quarter of 2022 
and our outlook.

REVIEW 

The carnage continued in the second quarter of 2022, and ultimately global 
markets had their worst first half to a year since the 1970s. As meaningful 
co-investors alongside our clients, we do not take greater drawdowns lightly 
albeit our focus is not on calendar returns but returns that are delivered over 

Dear investors,

The pessimist  complains about the wind; 
the opt imist  expects i t  to change; 

the real ist  adjusts the sai ls .

-  Wil l iam Arthur Ward

CHART 1: RISK/RETURN METRICS 

SOURCE: BLOOMBERG, BASED ON MONTHLY DATA IN USD; ALL FUND RELATED FIGURES ARE NET OF FEES; RETURN 
P.A. IS SINCE STRATEGY ENHANCEMENT 

FEB 19; SHARPE RATIO AND SORTINO RATIO IS CALCULATED USING A RISK-FREE RATE/MINIMAL ACCEPTABLE RATE 
OF RETURN (MAR) OF 1.00%



several decades. The last three months proved challenging once again, but 
we focused on preparation rather than prediction and were able to better 
position our portfolio for the stormy and uncertain markets. While we cannot 
completely escape sharp swings in the short term, we are beginning to reap 
the rewards of our more defensively oriented portfolio, as outlined in the 
sections that follow.

Over the past three months and given the current late market cycle and 
battleground-like behavior, we have identified more and more defensive 
names in our stock screening starting in April. As a result, we have gradu-
ally increased our exposure to relative outperformers in defensives (Waste 
Management, Walmart) and high-quality pharmaceutical companies such 
as Novo Nordisk, Eli Lilly and AstraZeneca, which have a high degree of 
earnings stability and visibility. In addition to strong fundamentals and at-
tractive growth prospects, they showed relative strength during the market 
turmoil. On the downside, we exited laggards that had suffered technical 
breaks or deteriorating fundamentals (NextEra Energy, DSV Panalpina, 
Nasdaq, UPS, HDFC Bank) and reduced larger positions (Alphabet, Taiwan 
Semi, Accenture) that showed relative weakness.

In May, we continued to experience a very volatile period where in the 
middle of the month the market established a temporary bottom. While 
there were emerging signs that the market was attempting to stabilize, 
we were predominantly in capital preservation mode, thus remained at an 
average net allocation of 50%. On the portfolio pillar, inflation took its toll 
on our high-quality retailers Target and Walmart, which disappointed with 
their ability to push through inflation and “unexpected” higher costs. Wal-
mart, a tower of strength during past recessions, fell short of Wall Street’s 
earnings expectations for the first time in years, an ominous signal for other 
companies struggling with inflation. As a result, our portfolio holdings were 
the primary driver of negative returns for the month. The earnings results 
reflect the unusual environment in which we are currently operating. Over 
the month, we made minor adjustments by exiting Adobe, Intuit, MSCI, and 
Target and adding new positions in Automatic Data Processing, Anthem 
(New: Elevance Health), RELX, and Wolters Kluwer.

CHART 2: MSCI AC WORLD (ISHARES) CONTINUES TO POST LOWER 
HIGHS AND LOWER LOWS

SOURCE: TRADINGVIEW
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June marked the sixth month of a downtrend in global markets, charac-
terized by significant swings, high volatility and the inability of indices to 
break out of the downtrend as they continued to post lower highs and lows 
(Chart 2). On the technical side, any attempt by the market to stabilize or 
recover was met with immediate weakness. This trend needs to be bucked 
in order to gain more confidence in a major bottom. On the fundamental 
side and statistically, the valuation bear market is almost over as most of our 
portfolio holdings have returned to their 10-year valuation averages in terms 
of typical key metrics. While fundamentals are starting to look much more 
attractive, we have also seen greater visibility in some companies and have 
used the proceeds from reduced positions in banks (JP Morgan, Morgan 
Stanley) and Nike to build positions in LPL Financial and Autozone, while 
continuing to increase our exposure to Wolters Kluwer and RELX.

The largest contributors in the second quarter of 2022 included notably 
defensive sectors such as healthcare and consumer staples (Chart 3). The 
largest detractors came from the technology sector and materials.

In terms of our hedging activities, we gained around 5% during the quarter. 
The price and volume characteristics of the S&P 500 - the world’s bandwag-
on - remained weak throughout the reporting period (Chart 4). In particular, 
the index exhibited a repeating pattern, a so-called “look above and fail” 
that very often ends in “false moves followed by fast moves.” This makes 
it very difficult to observe, interpret and take action from. The market is 
strongly positioned on the short side, only to be squeezed by an exact pain 
threshold. Market participants are then pushed out of the position with the 
markets then moving very quickly back towards falling prices. Why is this 
so difficult? Because the moves are usually extremely fast, highlighted by 

CHART 3: TOP FIVE FUND CONTRIBUTORS & DETRACTORS BY HOLDING 
FOR Q2 2022

SOURCE: LGT FUND MANAGEMENT COMPANY FOR THE THREE MONTHS ENDING 30 JUNE 2022. THE HOLDINGS 
IDENTIFIED AND DESCRIBED DO NOT REPRESENT ALL SECURITIES PURCHASED, SOLD, OR RECOMMENDED 
FOR INCLUSION IN THE FUND AND NO ASSUMPTION SHOULD BE MADE THAT SUCH SECURITIES OR FUTURE 
RECOMMENDATIONS WERE OR WILL BE PROFITABLE IN THE FUTURE.

CHART 4: S&P 500 OVER THE LAST 12 MONTHS

SOURCE: TRADINGVIEW

WE BECAME INCREAS-
INGLY SELECTIVE 
IN OUR CYCLICAL 
EXPOSURES

THE INDEX EXHIBITED 
A REPEATING PAT-
TERN
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gap downs or always very sharp reversals within the blink of an eye or due 
to news/eco data (CPI prints) or events (FOMC). Flexibility and adaptability 
remain the order of the day.

OUTLOOK

At present, we are discussing two 30+ years old concepts with clients, pros-
pects and partners that are more relevant than ever:

1. The Stock Price Maturation Cycle (Chart 5)

2. Stock Dynamics During A Bull Market (Chart 6)

With the power of hindsight and global markets inclined to repeat events 
- what happened today has happened before and will happen again - we 
have undoubtedly encountered very insightful observations that point the 
way forward for our two pillars, the quality portfolio and the hedging overlay.

CHART 5: STOCK PRICE MATURATION CYCLE

SOURCE: STAN WEINSTEIN, SECRETS FOR PROFITING IN BULL AND BEAR MARKETS

CHART 6: STOCK DYNAMICS DURING A BULL MARKET

SOURCE: MARK MINERVINI, TRADE LIKE A STOCK MARKET WIZARD
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In addition to the longer-term patterns of the two concepts, we have re-
cently observed other market phenomena. The first quarter indigestion and 
rotation from “balance sheet strong stocks” to “balance sheet weak stocks” 
is most likely complete. Statistically, the valuation bear market is almost 
over because stocks have fallen because valuations have fallen because 
30-year bond prices have fallen while earnings have still risen (Chart 7). To 
quote the famous saying, “Valuation matters, but only afterward.”

Recent market shifts now underscore this, as late-cycle companies such 
as materials and energy have now also corrected by 20-30% in a short 
period of time after their steep rises. Thus, according to our observation 
and interpretation, the market has completed its late-cycle rebalancing of 
“Stock Dynamics During A Bull Market”. In conclusion, we expect visibility to 
increase in the coming period and clear new leadership to emerge - mean-
ing stock picking will become very attractive. 

Looking at the maturation cycle of stock prices, nearly 80% of MSCI AC 
World constituents are currently in either a Stage 4 decline or a Stage 1 
base/consolidation pattern. Historically, stocks that significantly outperform 
all others fall an average of 72% once they peak. Only half of these former 
leaders recover, and it takes an average of 5 years for them to return to their 
old highs. This indicates a very large dispersion and fantastic bottom-up op-
portunities. The proverbial tide that lifts all boats is over and the chaff is now 
separating from the wheat for the next cycle. Earlier cycle top performers 
(FAAMNG) may not be the best place to put your money for the upcoming 
cycle.

Lastly, from a macroeconomic perspective, there are some similarities to 
the stagflation of the 1970s and the aftermath of 1981-1982 (courtesy of BCA 
Research):

I. The ‘everything sell-offs’ 0f 2022 and 1981 are ‘1 in a 100’ events

II. The Jay Powell Fed = The Paul Volker Fed

III. The Russia/Ukraine war = The Iraq/Iran war

CHART 7: THE VALUATION BEAR MARKET IS NEARLY OVER, BUT WHAT 
ABOUT THE PROFITS BEAR MARKET?

SOURCE: BCA RESEARCH

THE VALUATION BEAR 
MARKET IS NEARLY 
OVER, BUT WHAT 
ABOUT THE PROFITS 
BEAR MARKET?

THERE ARE SOME 
SIMILARITIES TO THE 
STAGFLATION OF 
THE 1970S AND THE 
AFTERMATH OF 1981-
1982
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So, after observing the recent market behavior, which is mainly reflected in 
the above facts, the question is how to interpret the current circumstances 
rather than predicting the future?

1. Stock Price Maturation Cycle: A great majority is going through the 
stages 4 or start forming consolidations in stage 1. Time is needed now for 
consolidations and companies being able to move into stage 2 underpinned 
by still solid fundamentals

a.  First leadership emerges in health care and consumer staples, but 
more confirmation is needed as it could also be the first “flight to safety”

2. Stock Dynamics Of A Bull Market: Interpreting the catch up of the final 
laggards (energy) we might be in the final innings of the re-allocation of 
market participants (Chart 8)

a.  With energy stocks having had their biggest weekly drop (-17%) in very 
high volume (+47% vs 50-week average) in June after a steep rise (Chart 9), 
we have historically reached an absolute high, at least temporarily (which 
is not to say that they can still outperform on a relative basis)

b.  Either energy can grind to new highs or we likely enter a profit recession 
for global markets

3. Fundamentals: The multiple contraction seems to be in its final innings 
with most of our holdings trading at their historical 10-year free cash flow 
valuations

a.  Either market will bottom at around current levels or we likely enter a 
profit recession for global markets

4. Macroeconomic: The odds of a global recession have indeed risen

a. If the global economy succumbs to recession, forward earnings 
estimates would surely decline. Turning all eyes to the second quarter 
earnings season

CHART 8: BOTH CONCEPTS REFLECTED IN THE CURRENT MARKET 
EPISODE

MARK MINERVINI, TRADE LIKE A STOCK MARKET WIZARD
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Price developments on global markets suggest that we are in for more pain 
as we enter the final phase of the two cycle concepts, which means that the 
final bottom has not yet been reached. The wild card remains inflation and 
the inevitable (?) profit recession that would still have to follow. However, 
taking history into account, such as the periods of the 1970s and 1981/2, 
we have reason to believe that our portfolio will be very well positioned and 
that the hedging part can additionally contribute a very substantial added 
value over the next 12-18 months.

Given the uncertainty around the economy and inflationary pressures, and 
considering our global equity screening, we have a portfolio that is poised 
for the future as the focus shifts back to high quality fundamentals such 
as strong moats, earnings visibility and stability, reliable free cash flows, 
and low leverage. In addition, our portfolio holdings have gross margins 
averaging over 55% (MSCI AC World 33%) and a robust return on equity of 
25% (MSCI AC World 16%). Companies with greater gross margins - the dif-
ference between revenue and cost of goods sold – exhibit a greater ability 
to protect its profits against inflation. So, from a fundamental respect our 
companies are likely to be better able to weather inflation.

The good news is that we do not invest based on our ability to predict 
inflation or other macroeconomic factors. We invest in companies, not 
countries, indexes, or macroeconomic forecasts. Ultimately, the litmus test 
for the market remains whether we slip into a severe recession or achieve 
a soft landing. Accordingly, a key event will be corporate results for the 
second quarter and subsequent forecasts, as well as the reaction to these 
announcements to see how much is already priced in at current levels.

Best wishes,

Tramondo Investment Partners AG

CHART 9: SPDR ENERGY (WEEKLY) SINCE 2008 + RELATIVE BREAKDOWN 
VS S&P 500 (GREEN LINE)

SOURCE: TRADINGVIEW

WE HAVE A PORTFO-
LIO THAT IS POISED 
FOR THE FUTURE
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LEGAL NOTICE

TRAMONDO INVESTMENT PARTNERS AG UNTER ALTSTADT 10
CH-6302 ZUG
T +41 41 710 76 76
F +41 41 710 76 78
INFO@TRAMONDO.CH
WWW.TRAMONDO.CH

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 recommendation 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. 

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 non-
use 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.

8 TRAMONDO DYNAMIC EQUITY OPPORTUNITIES - INVESTOR LETTER Q2/2022


