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FOREWORD

On the debut of our newsletter we aim to provide students with an important insight on

the world of asset management through an overview of the club’s activities.

Long before making investment decisions, the preparation work must be done in a

methodical way to ensure we know how an asset is being affected by the economy as a

whole and by specific metrics of the industry to which the asset belongs. That’s why PMC

strives to create an emphasis on being able to compare assets to one another, by utilizing

dynamic macroeconomic and industry specific analysis.

The value of our investments rely on having a portfolio that accommodates both the

market’s concerns as well as its potential. By concentrating capital in the right industries we

are making sure that first and foremost we take advantage of the current macro tendencies

before the specific assets are chosen. However it is in the company analysis and monitoring

where we find the true value of the asset and ultimately where the Club puts its trust.

It is our hope that by creating this newsletter we will have a positive impact on investor

awareness among Nova’s students and that more and more of you will have the tools to see

asset valuation as it really is and manage your portfolios successfully.

António Pereira
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Macro Overview

Equities CurrenciesBonds

S&P 500 2,640.87

DJIA 24,103.11

STOXX 50 3,361.50

DAX 12,096.73

FTSE 100 7,044.74

Nikkei 225 21,454.30

US 1Y 2.0822

US 10Y 2.7389

Euro Bund 1Y -0.674

Euro Bund 10Y 0.497

UK GILT 1.353

JAPAN 10Y 0.049

EUR/USD 1.2303

GBP/USD 1.4029

GB/EUR 1.1403

USD/JPY 106.4790

USD/CAD 1.2887

EUR/JPY 130.9995

April 2018

The Federal Reserve announced on the

21st of March, after the first meeting chaired by

Jerome Powell, a hike on its benchmark

interest rate to a range of 1.5% to 1.75%. This

was the sixth hike since December 2015 and the

FED expects to raise interest rates three to four

more times this year, citing a solid economic

outlook.

U.S. CPI data released in early March

revealed that consumer prices continued to

firm in February, pushing price growth to the

FED target. The CPI index rose by 1.6% over the

previous 12 months, while increasing only 0.2%

relative to January on a seasonally adjusted basis.

Manufacturing Indices showed robust

growth both in the US and in Europe, as the ISM

Manufacturing (60.8 vs. 58.7 Est.) and Eurozone

Manufacturing PMI (58.6 vs. 58.5 Est.) came out

ahead of expectations. A value above 50

represents economic expansion.

Mortgage rates fell for the first time this

year during the week ending on March 15th,

after nine consecutive weeks of increases. 2018

has seen mortgage rates rise to a more than 4-

year high, which reduced refinancing activity on

existing home loans. However, a recent report

has shown that home buyers have not been

deterred by higher borrowing costs, with an

increase in the applications for loans.

In early March Donald Trump announced

that the U.S. would be imposing a 25% tariff

on steel imports and 10% on aluminum,

campaigning on saving U.S. steel and aluminium

jobs. This has led to another departure from

Trump’s administration, this time being Gary

Cohn, Trump’s top economist adviser.

During the month of March, however, the EU

and several other countries such as Australia,

Mexico, Canada, and South Korea were exempted

from those tariffs.

Data on the 28th of March revealed that the

U.S. Real GDP grew at an annualized rate of

2.9% in the last three months of 2017,

ouperforming estimates of 2.7%.

The U.S. added 313,000 new jobs in

February, smashing the 200,000 economists’

forecasts. Wages have lagged behind the growth

in employment, with average hourly wages rising

just 0.1% since January. The unemployment rate

remained steady at 4.1% for the fifth consecutive

month.

Facebook lost 13.7% since March 16th

after an investigation reported that Cambridge

Analytica obtained data from 50 million

American Facebook users to create targeted

political advertising for Trump.

Beatriz Duarte

Top Headlines
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Economic Agenda

Miguel Pardal Afonso

April 2018

March was a strong month as far as economic data concerns us, with several indicators

showing a solid economic growth both in the US and in Europe. Strong results fueled investors’

expectations relative to a faster pace in the increase of interest rates by Fed, which is expected to

raise rates at least two more times in 2018.

April is also expected to show strong economic performance both in the US and in Europe, as

investors will focus in on more data regarding the evolution of employment and inflation. The

month will also be marked by the earnings season, as companies reveal their Q1 performance. In the

US, Trump’s tax reform is likely to impact firms’ results, while European companies are also

expected to show solid growth.

Key Takeaways

Date Country Event Month Estimate Actual Prior

04/02/2018 09:45USA Markit US Manufacturing PMI Mar 55,7 55,6 55,7

04/02/2018 10:00USA ISM Manufacturing Mar 59,6 59,3 60,8

04/03/2018 04:00Eurozone Markit Eurozone Manufacturing PMI Mar F 56,6 56,6 56,6

04/04/2018 05:00Eurozone CPI Estimate YoY Mar 1,40% 1,40% 1,20%

04/05/2018 08:30USA Initial Jobless Claims Mar 225k 242k 215k

April

Date Country Event Month Estimate Actual Prior

03/01/2018 10:00USA ISM Manufacturing Feb 58,7 60,8 59,1

03/01/2018 04:00Eurozone Markit Eurozone Manufacturing PMI Feb F 58,5 58,6 59,6

03/05/2018 04:00Eurozone Markit Eurozone Composite PMI Feb F 57,5 57,1 58,8

03/07/2018 05:00Eurozone GDP SA YoY 4Q F 2,70% 2,70% 2,70%

03/08/2018 07:45Eurozone ECB Deposit Facility Rate mar/08 -0,40% -0,40% -0,40%

03/09/2018 08:30USA Change in Nonfarm Payrolls Feb 205k 313k 200k

03/09/2018 08:30USA Unemployment Rate Feb 4,00% 4,10% 4,10%

03/13/2018 08:30USA CPI MoM Feb 0,20% 0,20% 0,50%

03/16/2018 06:00Eurozone CPI YoY Feb F 1,20% 1,10% 1,30%

03/16/2018 06:00Eurozone CPI MoM Feb 0,20% 0,20% -0,90%

03/16/2018 09:15USA Industrial Production MoM Feb 0,40% 1,10% -0,10%

03/20/2018 11:00Eurozone Consumer Confidence Mar A 0 0,1 0,1

03/21/2018 14:00USA FOMC Rate Decision (Upper Bound) Mar 1,75% 1,75% 1,50%

03/23/2018 10:00USA New Home Sales Feb 620k 618k 593k

03/27/2018 04:00Eurozone M3 Money Supply YoY Feb 4,60% 4,20% 4,60%

03/28/2018 08:30USA GDP Annualized QoQ 4Q T 2,70% 2,90% 2,50%

March
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Key Metrics

Monthly Return 1.04%

Monthly St. Dev. 2.44%

Annualized Return 12.99%

Annualized St. Dev. 8.6%

Sharpe Ratio (Info) 1.50

Treynor Ratio 0.26

Skew -1.45

Kurtosis 7.79

*The daily returns from one year historical performance were used

4
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Fund Overview
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Portfolio’s Performance Against Benchmark

PMC Benchmark

22,50%

6,40%

71,10%

Asset Allocation

Fixed Income Cash Equity

29,22%

33,49%

20,87%

16,43%

Sector Distribution

Technology Financials

Industrials Utilities

OVERVIEW

During the month of March, the market made sharp turns while the

fixed income asset remained almost constant. The Club’s portfolio

is overperforming the Benchmark.

The fundamentals from the previous year’s stock pitches seem to

start giving the desired and expected returns. Looking into the

future, our team believes the corrections will keep coming, so it is

important to be aware of that and to be cautious. It’s also important

to keep in mind that corrections are necessary for a healthy market

and to not take any negative signal as a bearish upcoming scenario.

As we witnessed in the first correction, our portfolio beat the

benchmark and we expect it to continue.

Currently, the team is looking into new strategies to overcome even

more possible corrections.

Portfolio Composition

Current Long 

Positions
Facebook Navient NextEra Raytheon PayPal Prudential SPY Vanguard

Previous Long 

Positions
Synchrony 

Kraft 

Heinz
Micron

April 2018

Oscar LiMiguel Roque
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Top  Holdings

NAME TICKER DESCRIPTION

Facebook FB

American online social media and social networking

service company. With exponential growth in the usage of

social media, the company is expected to have a continuous

increase in its valuation. Mainly due to innovations and the

reaching out to other countries increasing the user database.

Navient

Corporation
NAVI

Provides services that help businesses, government

agencies, and schools recover debt. Manages nearly $300

billion in student loans for more than 12 million customers.

NextEra

Energy Inc
NEE

The world's largest generator of renewable energy from

the wind and sun. In addition to wind and solar, NextEra

Energy Resources owns and operates generating plants

powered by natural gas, nuclear energy, and oil.

Raytheon

Company
RTN

The major U.S. defense contractor and industrial

corporation with core manufacturing concentrations

in weapons, military, and commercial electronics. Raytheon

provides state-of-the-art electronics, mission systems

integration, C5I™ products and services, sensing, effects, and

mission support services.

RECENTLY ADDED

Prudential 

Financial
PRU

Whose subsidiaries provide insurance, investment

management, and other financial products and services to both

retail and institutional customers throughout the United

States and in over 30 other countries. Principal products and

services provided include life insurance, annuities, pension

and retirement-related investments, administration and asset

management, securities brokerage services, and commercial

and residential real estate in many states of the U.S.

PayPal Inc. PYPL

American company operating a worldwide online

payments system that supports online money transfers and

serves as an electronic alternative to traditional paper methods

like checks and money orders. Due to the cancelled agreement

between PayPal and eBay, the former is now able to

collaborate with other brands and expand its online coverage.

April 2018

Tiago Costa
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In Focus: RTN 

DESCRIPTION

Raytheon is an international American company with offices

around the globe and its principal operations in the United States of

America. They are a technological company specialized in defense,

homeland security, and other government markets.

The company provides services such as missile defense,

command and control, sensors and imaging, cyber services, electronic

warframe, precision weapons, training, mission support, and

innovations designed to help the needs of their clients.

RATIONALE

Raytheon has more than 60,000 employees and does business in 80 countries. It was founded

in 1922 in Cambridge, Massachusetts, and today is one of the major U.S. defense companies. It

is among the top ten contractors of the Pentagon and it is the number one maker of guided

missiles in the world. In a world of escalating interest in drones (military drones), cyber security,

and other military technologies, Raytheon is well positioned to be successful in all three fields.

Despite the decrease in the 2015 EBITDA, the company recovered and released solid

numbers in 2016, revealing a fundamental improvement relative to 2014. Furthermore, Raytheon

also provides a strong dividend to its investors, alongside a healthy operating cash flow,

reasonable debt, and solid price to earnings ratios. Moreover, the company is expected to grow

both its revenues and earnings at a steady rate for the upcoming years.

Contracts & Deals: Raytheon’s Patriot missile defense system is currently one of the programs

responsible for the largest deals of the company. In January, they signed three contracts totaling

$8.55 Billion, one for the U.S. Department of Defense, another for an undisclosed investor and

the last one for Poland. Aside from these contracts, Raytheon also obtained a $73 Million

contract for the Federal Aviation Administration of U.S. and a $511 Million contract for the

Pentagon.

Risks: The decrease in the defense expenditures in the U.S. is a huge risk for the company as the

American government is the most important source of contracts (mainly through the Pentagon),

influencing negatively the future earnings of the company. Another risk that should be pointed

out is the increase in tariffs and taxes that may influence the raw materials costs.

April 2018

Manuel Perdigão
Ticker RTN

Entry Price $189.39

Price $218.39

52 week high $222.82

52 week low $149.7

YTD 15.31%
Mkt Cap $63.007B

EBITDA ('18 Est) 4.885B

EPS $7.53
EPS ('18 Est) $9.698
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DISCLAIMER. This document is based on publicly available information and retrieved from sources deemed trustworthy. Portfolio Management

Club does not assume any responsibility for the full correction of the information provided, and the information here provided should not be

interpreted as an indicator that any results will be achieved. We forewarn that the previous performance of a security is not a guarantee of identical

performance in the future. Changes in exchange rates of securities denominated in a currency different from that of the investor may lead to a negative

impact on the value, price, or return of such securities. Portfolio Management Club currently has investments subject to alterations in several of the

securities mentioned in this report. This document is not a sale proposal, nor a purchase solicitation for the subscription of any securities. The analysts

of Portfolio Management Club do not receive any kind of compensation in the scope of the regular carrying out of their analysis, which reflect strictly

personal opinions. There isn’t a predefined coverage policy in regards to the selection of stocks that are subject to investment recommendations.

Thank you!

We appreciate your reading and hope you enjoyed our newsletter. If you have any question,

comment, or suggestion regarding the newsletter or the club, you may send it to

portfoliomanagementclub@novasbe.pt, we would be more than happy to hear from you. In the

meanwhile, we invite you to meet our team:

Board

António Pereira | Oscar Li

Financials’ Division

Miguel Pardal Afonso (Head) | Tomás Pacheco | Henrique Simão | António de Pinho

Tech & Telecoms’ Divison

Tiago Costa (Head) | James Kelly | Filipe Rodrigues | Beatriz Antunes

Consumers and Materials’ Divisions

Beatriz Duarte (Head) | João Ramos | Ahmed Asaad | Joana Oliveira

Energy and Industrials’ Division

Manuel Perdigão (Head) | Katherine Velasquez Rodriquez | Tomás Tavares | Diogo Camacho

Healthcare & Utilities’ Divison

Miguel Roque (Head) | Roberta Trento | Francisco Maria Avelans Rodrigues | Daniel Soares

Corporate and Academic Partners
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