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Nasdaq Singularity Index NSI (NQ 2045) vs. benchmarks: February saw a strong V-shaped recovery from
the stock market correction in late January triggered by fears of the spread of Covid-19 in China. Whereas
infections in mainland China continued to grow at an increasing rate, a change to case definitions in Hubei
Province led to a further extraordinary spike in reported cases on February 13th. Despite this, global markets
were mostly unshaken and continued to grind higher. While the rate of change of new infections within China
started to decrease from mid-February and recoveries started to pick up, cases outside China began to
accelerate. When the first cases in Europe started to appear, especially in Northern Italy, markets sold off
sharply. With global equities in full panic mode, the sell-off continued in a straight line into month-end all the
while the situation in Iran seemed to get out of hand and the US braced for the coronavirus’s potential
onslaught. It almost feels like the market had wanted to correct for a while and finally found the boogeyman.

Chart 1: Performance NSI vs. MSCI ACWI February 2020
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Against this background, the NSI finished the month down with a performance of -7.0%, but
outperforming the MSCI AC World Index (MSCI ACWI), which lost -8.1%. Other regional equity indices
all dropped significantly: SMI -7.5%, S&P 500 -8.3%, MSCI Europe -8.5%, MSCI AC Asia Pacific -6.1%.
On a YTD basis the NSI is down by -6.3% vs MSCI ACWI (-9.1%), S&P 500 (-8.4%), MSCI Europe
(-9.6%), SMI (-7.4%), MSCI AC Asia Pacific (-8.7%). The correction is one of the quickest and sharpest
following an all-time high in modern history, on course for one the worst weeks since 2008, and it took just
6 days for the markets to fall by more than 10%. As a matter of fact, the speed of the decline in the S&P
500 even beats the Black Monday episode in October 1987, where the peak was in August 1987.

Chart 2: Performance NSI vs. MSCI ACWI - since Inception per end February

Compared to the MSCI ACWI, the NSI had a positive contribution from both stock selection (+0.9%)
and sector allocation (+0.2%). In February, stock selection was positive in all sectors with the exception
of Industrials and Health Care, driven by relative overweights in Nvidia, Tencent, Tesla, Taiwan
Semiconductor and Ping An Insurance Group relative to the MSCI ACWI. In terms of sector allocation the
biggest positive contributors were an overweight in Tech and an underweight in Energy while an
overweight in Industrials was detrimental with the likes of Airbus, Safran, and Boeing suffering
disproportionately.
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Chart 3: Performance Singularity Fund - since Launch per end February 2020

Source for all charts: FactSet

The Singularity Fund marginally outperformed the NSI by 15bp on a gross performance basis over the
month. Since the end of January we have been actively reducing the fund’s tracking error vs the NSI to a
current ex-ante tracking error of 0.58% (from 1.1% at the beginning of the month) by optimizing portfolio
positions and increasing the number of holdings to 178 from 123 at the end of January.
Singularity Sectors: Top performing Singularity Sector in February was again New Energy (-0.9%),
driven by positive returns from Samsung SDI (6400 KS, +4.8%) and Tesla (TSLA, +2.7%), whereas
traditional auto companies suffered. IoT (-4.0%) was the second best performer , followed by Blockchain
(-4.0%). Worst performing Singularity Sectors were Space (-12.2%) with strongly negative returns from
Aerospace & Defence names. Nanotechnology (-9.3%) also had a difficult month with mostly Chemicals
companies badly hit.
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Singularity Stocks: Best performing stock for the month was Biogen (BIIB, +14.7%) who won a
challenge to the validity of a patent on its multiple sclerosis drug Tecfidera initiated by its competitor Mylan.
Nvidia (NVDA, +14.3%) was also among the top 5 performers, surging over the month after beating fourth
quarter results mainly driven by higher demand in data-center chips, one of its key businesses. The
biggest performance attributions came from Nvidia (+0.5%), Taiwan Semiconductor Manufacturing
(+0.2%), and Tencent (+0.2%).
The worst performer in absolute terms was Sage Therapeutics (SAGE, -29.1%) which beat on earnings
but disappointed strongly on revenues. Meggitt (MGGT, -22.9%), which makes aerospace parts, was
among the top losers for the month as the halt to production of Boeing’s 737 MAX aircraft and the impact
of the coronavirus was being priced in. The biggest relative performance detractors were VMware, Airbus,
and Safran (all -0.1%).

A VIEW ON RECENT DEVELOPMENTS
The Covid-19 outbreak is likely to remain the driving force in the markets over the coming weeks. While
the markets have likely dropped too far too quickly, the last trading day of the month saw capitulation
selling with investors dumping everything including safe haven assets such as gold in a rush to create
liquidity. Interestingly, cruise line stocks - one of the hardest hit during the sell-off - were up on the 28th of
February, perhaps a first sign of some dip-buying. Also, the first trading day of March started on a positive
note despite a very weak China PMI reading which came in at 40.3 vs expectations of 46.0, which fueled
expectations of further government stimuli. This was further aided by news later in the day that G-7 finance
ministers and central bankers were discussing their response to the viral threat.
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From a fundamental perspective, equities have now fallen below levels implied by prevailing growth
indicators. The S&P 500, for instance, is now pricing an ISM Manufacturing Index at 47, below the last print of
50.1. However, given that most of these indicators so far have barely picked up on the impacts of virusrelated disruptions, they are very likely to deteriorate from current levels. It remains to be seen now whether
this is the beginning of a recovery, which is largely dependent on technicals, or just a dead-cat bounce before
further selling ensues fuelled by more panic and perhaps substantiated by a follow-through of negative
fundamentals down the line. Be it as it may, time in the market is still more important than timing the
market in our opinion, and going about it with an innovation-focused portfolio seems like a good way
to do it.

SINGULARITY INSIGHTS - Launch of a scoping study about innovation in Europe
Headlines about Europe and innovation usually have a rather negative connotation. In March, we will launch
an exploratory study that will examine whether and to what extent public perception and reality coincide. It
explores evaluations from numerous authors and organisations and is partially based on TSG data and
research. Let us reveal one finding in advance: There is reason for optimism. Especially in the area of
traditionally "dirty" industries, a trend, if not a paradigm shift, can be observed that involves applied
exponential technologies helping to clean those up. Which role consumers and sustainability issues,
among others, play in this context is discussed in the analysis by Dr. Aleksandra Gadzala, who is a lecturer at
the University of Zurich and HSG, and a member of our expert advisory board. Stay tuned for more.
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