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In Q3 2022, the Singularity Index registered a gross return of -12.1% vs the MSCI 
AC World Index’s return of -9.6%. Since inception on 21 December 2017, the 
strategy delivered a gross return of +30.2% (+5.7% p.a.) vs the benchmark’s return 
of +18.0% (+3.5% p.a.). The top absolute contributors over the quarter included 
Paypal (Singularity Score: 92), Amazon (Singularity Score: 20), and Delta Electron-
ics Thailand (Singularity Score: 75). The top detractors were Tencent (Singularity 
Score: 81), Nvidia (Singularity Score: 100), and  TSMC (Singularity Score: 97).

At the end of September, global equity markets were in the midst of the largest 
correction in over 10 years and concluded the third consecutive negative return 
quarter, a picture last seen during the Global Financial Crisis. Among the main 
driving factors were inflation, monetary policy responses, increasing global re-
cession probabilities, Russia’s ongoing war in Ukraine, and China’s ad hoc lock-
down. The fear of impending earnings downgrades at a time of historically high 
profit margins weighed additionally on prices. The surprisingly high reading for 
consumer price inflation (CPI) in August and the Fed’s subsequent hawkish com-
ments were pivotal for investors’ expectations around the path of Fed hikes. Es-
sentially, Powell made it clear in Jackson Hole that to restore price stability they 
are willing to inflict pain to the economy - with a real risk of overtightening. 

Against this backdrop, bonds fared even worse than equities. Global bonds had 
the worst return period since the 1950s with a nominal return of 0% over the 
last 10 years. Perhaps most telling is that a 60/40 portfolio of US stocks/bonds is 
now down close to -20% YTD which is the 2nd worst year on record since 1931. 
It sounds trite but we live in truly historic times. 

4 YEARS SINGULARITY FUND - SUPERIOR EARNINGS GROWTH 
DRIVES LONG-TERM PERFORMANCE

As we celebrate the Singularity Fund’s 4th anniversary on Oct 1, it almost feels 
like the market backdrop couldn’t be any more bleak. But it’s also an ideal time to 
reflect on what constitutes a good investment through good and bad times. 

We believe that innovation is the primary driver of revenue and earnings growth 
for companies and consequently drives stock performance over the long run. 
While price/earnings (P/E) multiples fluctuate over time depending on the pre-
vailing economic environment, it is the compounding of earnings that generates 
sustainable investor returns. 

The total return on investment can essentially be broken down into contribu-
tions from earnings growth and P/E multiple expansion. Figure 1 provides a vi-
sual representation of this decomposition for the Singularity Index and the MSCI 
ACWI. The chart shows the performance contribution from P/E multiples expan-
sion/ contraction, i.e. P/E ratios increasing or decreasing over time in blue, and 
from earnings growth in orange. Over the long run earnings drive overall per-
formance while the multiple is a leading indicator of market expectations and 
drives short-term performance. For instance, the rebound in Q2 2020 following 
the  Covid-19 sell-off, which was largely supported by monetary and fiscal inter-
ventions, was predominantly driven by multiple expansion in anticipation of an 
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ensuing  earnings recovery. Notably, earnings remained relatively resilient for the 
Singularity Index whereas the overall market, represented by the  MSCI ACWI, 
suffered a significant earnings contraction of close to -40%. As earnings started 
to come through towards the second quarter of 2021,  total returns were pushing 
higher even as multiples compressed. In 2022 during the ongoing market correc-
tion, the overall contribution from multiples since inception of the Fund 4 years 
ago turned negative, opening the door for multiples to catch up down the line. As 
evidenced by the orange area in the chart, the Singularity Index achieved superior 
earnings contributions vs the market. 

We assert that selecting for innovation creates value in any market. A case in 
point is the Nasdaq 100 and the S&P 500 which have been among the strongest 
markets over the last years: Applying our investment methodology and scoring 
to these markets over the last 3 years demonstrates superior earnings and reve-
nue growth. A Singularity Score weighted S&P 500 portfolio exhibited a cumula-
tive earnings per share (EPS) growth of 71.1% (vs 53.2% for the regular S&P 500 
Index) and a cumulative revenue growth of 68.0% (vs 21.4%). For the Singularity 
Score weighted Nasdaq 100, EPS and revenue growth were 113.4% and 68.8% 
respectively (vs. 59.6% and 42.2% for the regular Nasdaq 100). 

Source: TSG, FactSet 
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Figure 1

Earnings Drive Performance
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Source: TSG, FactSet 

Table 1

Singularity Score Weighted S&P 500 and Nasdaq 100

Rolling 3 Years Singularity Score weighted 
S&P 500 S&P 500 Singularity Score weighted 

Nasdaq Nasdaq 100

Cumulative Performance 30,7% 26,5% 54,8% 45,1%

Cumulative Revenue Growth 68,0% 21,4% 68,8% 42,2%

Cumulative EPS Growth 71,1% 53,2% 113,4% 59,6%

https://singularity-group.com
https://www.linkedin.com/company/thesingularitygroup/
https://twitter.com/JoinSingularity
https://www.facebook.com/thesingularitygroup/


OUTLOOK

Equity valuations were a lot more reasonable at the end of Q3 and markets have 
already priced in a lot of uncertainty including more hawkish central banks into next 
year, increased risk of recessions, and earnings downgrades. Market sentiment is 
back to its lows and the stock market has corrected into oversold territory. With eq-
uities having posted Q4 declines only three times in the past 20 years, it wouldn’t be 
too surprising if we saw a significant rebound next quarter. 

Our investment process remains focused on a deep understanding, selection, and 
ongoing monitoring of key areas of innovation. In challenging times like these, 
we believe that a focus on strong and innovative companies with robust balance 
sheets, pricing power, and superior growth profiles will pay dividends in a slowing 
economy and beyond.

The innovation landscape is in constant flux. Here is a sneak peek of chang-
es based on our expert-led innovation research approach as we head into our 
semiannual portfolio rebalancing in November: Within our Singularity Sectors, 
we’ve moved 30 areas of applied innovation into focus and 25 topics out of focus. 
For instance, biocatalysts and enzymes, which catalyze chemical reactions in e.g., 
precision fermentation in food and healthcare applications, are a new area of 
focus. Out of focus becomes the application of Discriminative AI in digital adver-
tising, i.e., intelligent systems that promote ads and attract eyeballs, which con-
sequently reduces the importance of companies in the space. We monitor Carbon 
Capture Utilization and Storage (CCUS) in our future focus bucket. While it is a 
highly important topic that continues to garner a lot of attention, the technology 
is predominantly still in an early stage. To illustrate, using carbon as feedstock for 
bio-based specialty chemicals and polymers looks very promising, but is not yet 
ready to scale. Furthermore, in the construction industry, paying credits for CCU 
in concrete is a wrong bet because it strengthens the vicious circle in which the 
industry is caught up, as one of our experts noted.

Stay tuned for the 
H2 22 Rebalancing 
Report which will be 
published at the end 
of November. Thank 
you for your continued 
interest and support. 

   +41 43 558 71 79
  singularity-group.com

  @thesingularitygroup
  @JoinSingularity 

  @thesingularitygroup

THE SINGULARITY FUND (the “Fund”) is a sub-fund (compartment) of the investment company with variable capital MULTILFLEX 
SICAV, which has been incorporated under Luxembourg law and which has been approved by the CSSF as a UCITS-fund pursuant to 
Directive 2009/65/EC. GAM (Luxembourg) S.A., 25, Grand-Rue, L-1661 Luxembourg, is the Management Company of the Fund. The 
Fund is currently only authorized for offering in Luxembourg, Switzerland, Germany, Austria, the Netherlands and Spain. This material is 
therefore intended solely for the use by persons who are nationals of, resident in or domiciled in jurisdictions where distribution, publi-
cation, making available or use of this material is not prohibited. The information in this document does not constitute investment, legal, 
tax or other advice and should not be relied upon as the sole basis for investment decisions.

This document is promotional material. The prices of shares in the Fund may go up as well as go down. They are subject to the fluctuations 
of the financial markets and, therefore, investors may not receive back the amount invested. Past performance is not a reliable indicator of 
future performance. This is not an invitation to invest in the Fund. Investments should only be made after a thorough reading of the current 
Prospectus, Key Investor Information Document (“KIID”) or Key Information Document (“KID”), Articles of Association and the current annual 
and semi-annual reports (the “Legal Documents”) and, where appropriate, after obtaining advice from an independent financial and tax ex-
pert. The Legal Documents are available free of charge in printed form from the addresses listed below. The distribution/placement/offering 
of shares in the Fund is coordinated by The Singularity Group AG, Zurich (“TSG”). The remuneration of TSG and any other distributors or 
placement agents for their services is included in the fees disclosed in the Fund’s Legal Documents. There are no other costs incurred by 
clients on the part of TSG. The shares in the Fund are not registered in the USA under applicable laws. Accordingly, these shares may not 
be offered, sold or transferred in the USA or to US persons unless an exemption from registration is available under applicable law.

SWITZERLAND: The Representative in Switzerland is GAM Investment Management (Switzerland) AG, Hardstrasse 201, CH-8037 Zu-
rich. The Paying Agent is State Street Bank International GmbH, Munich, Zurich Branch; Beethovenstrasse 19, CH-8027 Zurich. The Legal 
Documents can be obtained free of charge in German or English from the Representative in Switzerland, or via info@singularity-group.com. 
GERMANY: The Legal Documents in English and the KIID or KID in German may be obtained free of charge from the German Information 
Agent, GAM (Deutschland) GmbH, Bockenheimer Landstrasse 51-53, D-60325 Frankfurt am Main, or via info@singularity-group.com. The 
Paying Agent in Germany is DekaBank Deutsche Girozentrale, Hahnstrasse 55, D-60528 Frankfurt am Main. AUSTRIA: The Legal Docu-
ments in English and the KIID or KID in German are available free of charge from the Paying and Information Agent in Austria, Erste Bank 
der oesterreichischen Sparkassen AG, Am Belvedere 1, A-1010 Vienna, or via info@singularity-group.com. LUXEMBOURG: The Legal Doc-
uments in English are available free of charge from GAM (Luxembourg) S.A., or via info@singularity-group.com. The NETHERLANDS: The 
Prospectus in English and the KIID or KID in Dutch are available free of charge from GAM (Luxembourg) S.A., or via info@singularity-group.
com. SPAIN: The Legal Documents in English and the KIID or KID in Spanish may be obtained free of charge from the Paying Agent in Spain, 
ATL 12 Capital Inversiones A.V., S.A., Montalbán 9, E-28014 Madrid, or via info@singularity-group.com.

IMPORTANT LEGAL INFORMATION
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