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February continued January’s good performance
with the A share class finishing the month up over
2% to give a year to date return in excess of 8%.
Whilst slightly more sedate than January,
February saw continued strong gains
across the majority of the portfolio holdings
and an altogether more normal feel to the
portfolio. The earnings season has passed
largely without too much disruption to the
portfolio, with the exception of Goodyear
Tire which we cover in our Top Movers
document, and we now enter a month
where there is traditionally a shortage of
stock specific news to drive markets. As
such, we enter a period where technical,
macro economic and political inputs will
have a larger impact on markets.

This has been achieved, alongside
reducing our unexposed cash, as we have
taken opportunities during the month to
commit additional capital to work where
we see opportunities.

At the moment that bodes well for the next
month with a softening of tensions in both
the Brexit negotiations and US/China trade
negotiations providing a tail wind along
with the continued assistance of the
World’s Central Banks. Despite this we are
always mindful that trees do not grow to
the sky and that the time to be greedy was
when every one else is fearful.

Whilst we have reduced our delta, this
does not mean that we are bearish but
simply that the opportunity for extraordinary profits has passed for the time
being. We continue to believe that the
current 10 year bull market in equities
has further to go and that the December
sell off has taken away some of the
complacency that had built up.

We were greedy towards the end of last
year and have been handsomely rewarded
for that bravery but we no longer see those
levels of fear in the wider community which
means that we have allowed our portfolio
to return to more normal levels. Indeed,
our delta when we entered the year was in
excess of 60, significantly higher than our
normal 35-45 range. At the end of
February, that had returned to 42.5, back
in the range albeit at the higher end.

However, we are shocked how short the
market’s memory is and that implied
volatility, a measure of fear within the
market, has fallen back to levels which
were prevailing before the fourth quarter
sell off.
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“Despite this we are always
mindful that trees do not
grow to the sky and that the
time to be greedy was when
every one else is fearful.”

The fundamental background for the
market may well have improved but that
sort of confidence can be easily shaken
and as such we will remain flexible and
nimble.

MitonOptimal Jersey Limited is regulated by the Jersey Financial Services Commission. Orchard Funds PLC has the
status of a recognised scheme under Section 264 of FSMA 2000 of the United Kingdom. The Fund is authorised in
Ireland and regulated by the Central Bank of Ireland. Past performance may not be a reliable guide to future performance. Investments can go down as well as up and investors may not get back the whole amount they invested.
Changes in exchange rates may have an adverse effect on the value price or income of the product. For full disclosure of the risks and warnings please visit our web site. www.mitonoptimal.com/jersey
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