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-4.9 %
Performance of the Fund

over the quarter for the A
EUR Share class.

-4.4 %
Performance of the
reference indicator (1)

over the quarter.

-4.9 %
Max Drawdown of the
Fund

vs -6.8% for its reference
indicator over the quarter.

Carmignac Portfolio Patrimoine Europe A EUR Acc lost -4.86% in the first quarter of 2022, below the -4.43% of its reference indicator¹.
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Quarterly Performance Review

The beginning of 2022 witnessed a shift in equity/bond correlation. With the deceleration of global growth, threats of persistent inflation,

and the more hawkish stance adopted by developed Central banks, government/corporate bonds and equity markets have entered a

bearish momentum simultaneously. Under these circumstances, bonds are no longer as effective a hedge for equities as they have been

over the past 20 years. The disinflationary environment where central banks could expand money supply without any consequences

seems over, this is what the markets have been showing us since the beginning of the year, even before Russia invaded Ukraine.

In this context, Carmignac Patrimoine Europe started the year with a conservative portfolio. The exposure to risky assets was low, with

25% net exposure to equities and 5% to credit, and the level of cash was already over 40%. However, despite a prudent positioning, the

first few weeks of the year were challenging. The underperformance of our underlying stock picking was due to a prolonged factor

rotation in the market, away from high quality but highly rated names that we own, into lower quality so-called value stocks in the bank

and commodity sectors where we have no exposure. Investors appeared obsessed by inflation while they refused to look at the

decelerating growth expectations and didn’t make much of strong earnings. While contributing positively to returns our factor risk

mitigation strategies did not allow to fully compensate historical gaps between value & growth, cyclical & defensives, commodities &

visibility. At the end of January, given 1) the high level of uncertainties, 2) the growing stagflation risk which was not priced by the

market, 3) a context where both the ECB and the Fed were focusing mainly on the upside inflation risks: the portfolio managers decided

to adopt a very defensive approach. They drastically reduced the exposure to equities, added credit market protections, while actively

managing the modified duration of the fund. They also initiated a position in gold for portfolio construction purposes and for its safe-

haven status while maintaining a large amount of cash in the portfolio. This switch to "capital preservation" mode allowed us, similarly to

2018 and March 2020, to resist the new sell-off in both bond and stock markets.

Conversely, in the second half of March, the fund maintained its defensive positioning despite a more positive backdrop for European

equities on the back of signs of 'progress' in Russia-Ukraine talks. Russia's invasion of Ukraine has been unsettling markets and adding

to lingering concerns about persistently rising inflation and global economic growth. There is a sense of hope in the market that a

resolution is near and therefore could remove some of the worst-case scenarios. Nevertheless, we think that the resolution will not solve

the fundamental problem that caused a decline in the markets at the beginning of the year - namely high inflation, central bank response

or possibly a coming recession - which is why we have remained cautious in our positioning.



Our Positioning and Outlook

While we expect headline inflation to come down over the next months, we expect core inflation (driven by wage growth and housing) in

the US to continue to be stubbornly high, leading to an ongoing hawkish perspective of the Federal Reserve. Likewise, the willingness to

reduce reliance on historical trading partners and energy sources will come at a higher cost. Covid lockdowns could also further affect

international trade, as was recently the case with the identification of new cases in Shenzhen, the world’s fourth largest container port

and China’s fourth largest airport for cargo. Meanwhile, growth which was already slowing is expected to slow even further, notably in

Europe, where the high energy-driven inflation is considerably weighing on consumers’ willingness to spend and company’s margins.

The dynamics at play, associated with the Russo-Ukrainian conflict and sanctions, pose the risk of a stagflation - i.e. an economic

slowdown coupled with high inflation - and even a risk of recession.

In the short term we remain prudent, considering the extraordinary amount of volatility, but believe this level of dispersion in the market

will provide good opportunities. We see this current environment as very challenging and clearly painful from a performance standpoint,

but also a big driver of upcoming opportunities for our strategy with names losing more than 20% since the beginning of the year while

the fundamentals remain very attractive. Consequently, we remain committed to our core equity holdings, which are winners in their

respective fields. Given the context, we added/increased our defensive exposure which is still focused on quality names particularly

within Health Care, such as Novo Nordisk or Roche, so to, at least partially, address the current environment. Additionally, earlier in the

year, we had reduced more extreme growth names (exited Delivery Hero, reduced some recent IPOs). A continuous monitoring of the

portfolio and focus on risk management are also fundamentals tools when dealing with European equities.

Over the long-term, the prospects are more hopeful. Fiscal support could alleviate the worst of energy-price inflation, and over a medium-

term horizon we expect inflation to fall back to a level that’s higher than pre-pandemic levels but not beyond the tipping point that makes

it negative for equities. As rising rates and rising costs put pressure on consumer budgets and companies margins worldwide over the

coming months, the best place to be is in proven quality secular growth stocks that have a better ability to sustain profitability and

growth. Similarly, we took advantage of the dislocation of credit and equities markets to cherry-pick some idiosyncratic stories and build

the future return potential of the portfolio. Thanks to the macro overlay and risk management strategies, we could build exposure to

these promising sectors without increasing the short-term risk level of the fund.

Carmignac Portfolio Patrimoine Europe

Fund built to take advantage of Europe’s many
sectors and opportunities.

Discover the fund pageDiscover the fund page

https://www.carmignac.lu/en_GB/funds/carmignac-portfolio-patrimoine-europe/a-eur-acc/fund-overview-and-characteristics


Carmignac Portfolio Patrimoine Europe A EUR Acc

ISIN: LU1744628287

 

Main risks of the Fund

EQUITY:EQUITY: The Fund may be affected by stock price variations, the scale of which is dependent on external factors, stock

trading volumes or market capitalization.

INTEREST RATE:INTEREST RATE: Interest rate risk results in a decline in the net asset value in the event of changes in interest rates.

CREDIT:CREDIT: Credit risk is the risk that the issuer may default.

CURRENCY:CURRENCY: Currency risk is linked to exposure to a currency other than the Fund’s valuation currency, either through

direct investment or the use of forward financial instruments.

The Fund presents a risk of loss of capital.

Recommended
minimum
investment horizon

Lower risk Higher risk

1 2 4 5 6 73*



Marketing communication. Please refer to the KID/KIID, prospectus of the fund before making any final investment decisions. This document is intended for professional clients.Marketing communication. Please refer to the KID/KIID, prospectus of the fund before making any final investment decisions. This document is intended for professional clients.

This material may not be reproduced, in whole or in part, without prior authorisation from the Management Company. This material does not constitute a subscription offer, nor does
it constitute investment advice. This material is not intended to provide, and should not be relied on for, accounting, legal or tax advice. This material has been provided to you for
informational purposes only and may not be relied upon by you in evaluating the merits of investing in any securities or interests referred to herein or for any other purposes. The
information contained in this material may be partial information and may be modified without prior notice. They are expressed as of the date of writing and are derived from
proprietary and non-proprietary sources deemed by Carmignac to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. As such, no warranty of accuracy
or reliability is given and no responsibility arising in any other way for errors and omissions (including responsibility to any person by reason of negligence) is accepted by Carmignac,
its officers, employees or agents.

Past performance is not necessarily indicative of future performance. Performances are net of fees (excluding possible entrance fees charged by the distributor). The return may
increase or decrease as a result of currency fluctuations, for the shares which are not currency-hedged.

Reference to certain securities and financial instruments is for illustrative purposes to highlight stocks that are or have been included in the portfolios of funds in the Carmignac range.
This is not intended to promote direct investment in those instruments, nor does it constitute investment advice. The Management Company is not subject to prohibition on trading in
these instruments prior to issuing any communication. The portfolios of Carmignac funds may change without previous notice. The reference to a ranking or prize, is no guarantee of
the future results of the UCIS or the manager.

Morningstar Rating™ : © Morningstar, Inc. All Rights Reserved. The information contained herein: is proprietary to Morningstar and/or its content providers; may not be copied or
distributed; and is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of
this information.

Access to the Funds may be subject to restrictions regarding certain persons or countries. This material is not directed to any person in any jurisdiction where (by reason of that
person’s nationality, residence or otherwise) the material or availability of this material is prohibited. Persons in respect of whom such prohibitions apply must not access this
material. Taxation depends on the situation of the individual. The Funds are not registered for retail distribution in Asia, in Japan, in North America, nor are they registered in South
America. Carmignac Funds are registered in Singapore as restricted foreign scheme (for professional clients only). The Funds have not been registered under the US Securities Act of
1933. The Funds may not be offered or sold, directly or indirectly, for the benefit or on behalf of a «U.S. person», according to the definition of the US Regulation S and FATCA. The
risks, fees and ongoing charges are described in the KID (Key Information Document). The KID must be made available to the subscriber prior to subscription. The subscriber must
read the KID. Investors may lose some or all their capital, as the capital in the funds are not guaranteed. The Funds present a risk of loss of capital.

The Funds’ prospectus, KIDs, NAVs and annual reports are available at www.carmignac.com, or upon request to the Management Carmignac Portfolio refers to the sub-funds of
Carmignac Portfolio SICAV, an investment company under Luxembourg law, conforming to the UCITS Directive. The French investment funds (fonds communs de placement or FCP)
are common funds in contractual form conforming to the UCITS or AIFM Directive under French law.

The Management Company can cease promotion in your country anytime. Investors have access to a summary of their rights in English on the following links: UK ; Switzerland ;
France ; Luxembourg ; Sweden.

In France, Luxembourg, SwedenIn France, Luxembourg, Sweden: The risks, fees and ongoing charges are described in the KID (Key Information Document). The KID must be made available to the subscriber prior
to subscription. The subscriber must read the KID. Investors may lose some or all their capital, as the capital in the funds are not guaranteed. The Funds present a risk of loss of
capital. The Funds’ prospectus, KIDs, NAV and annual reports are available at www.carmignac.com, or upon request to the Management.
In the United Kingdom:In the United Kingdom: the Funds’ respective prospectuses, KIIDs and annual reports are available at www.carmignac.co.uk, or upon request to the Management Company, or for
the French Funds, at the offices of the Facilities Agent at BNP PARIBAS SECURITIES SERVICES, operating through its branch in London: 55 Moorgate, London EC2R. This
document was prepared by Carmignac Gestion, Carmignac Gestion Luxembourg or Carmignac UK Ltd. FP Carmignac ICVC (the “Company”) is an Investment Company with
variable capital incorporated in England and Wales under registered number 839620 and is authorised by the FCA with effect from 4 April 2019 and launched on 15 May 2019.
FundRock Partners Limited is the Authorised Corporate Director (the “ACD”) of the Company and is authorised and regulated by the FCA. Registered Office: Hamilton Centre,
Rodney Way, Chelmsford, Essex, CM1 3BY, UK; Registered in England and Wales with number 4162989. Carmignac Gestion Luxembourg SA has been appointed as the Investment
Manager and distributor in respect of the Company. Carmignac UK Ltd (Registered in England and Wales with number 14162894) has been appointed as a sub-Investment
Manager of the Company and is authorised and regulated by the Financial Conduct Authority with FRN:984288.
In SwitzerlandIn Switzerland: the prospectus, KIDs and annual report are available at www.carmignac.ch, or through our representative in Switzerland, CACEIS (Switzerland), S.A., Route de
Signy 35, CH-1260 Nyon. The paying agent is CACEIS Bank, Montrouge, Nyon Branch / Switzerland, Route de Signy 35, 1260 Nyon.

https://www.carmignac.co.uk/en_GB/article-page/regulatory-information-1788
https://www.carmignac.ch/en_GB/article-page/regulatory-information-1788
https://www.carmignac.fr/en_GB/article-page/regulatory-information-3863
https://www.carmignac.lu/en_GB/article-page/regulatory-information-1385
https://www.carmignac.se/en_GB/article-page/regulatory-information-1788
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