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Management results 

 
 

NAV per Class 1 share USD  1050.26 

NAV per Class 2 share USD  1016.02 

NAV per Class 3 share USD  1061.02 

NAV per Class 1 share EUR  989.05 

Number of positions in portfolio  47 

 

Official information 

Country of registration   The Cayman Islands 

Operations start date  8 July 2020  

Base currency   USD and EUR 

Subscription/withdrawal frequency   Monthly 

NAV reporting frequency   Monthly 

Minimum subscription size         

                                                                               100,000 USD (EUR) 

Bloomberg  

 Class 1 USD KYG1R84N1001 

 Class 2 USD KYG1R84N1266 

 Class 3 USD KYG1R84N1423 

                                                               Class 1 EUR KYG1R84N1183 

                                                               Class 2 EUR KYG1R84N1340 
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The GEIST Fund invests in stocks and derivatives on the stock market. The GEIST Fund's objective is for the 
portfolio to achieve a long-term yield above that of the S&P 500 Index, outperforming the index during periods 
of the latter’s decline or stability, with possible underperformance when the index shows rapid growth and 
overpricing. The fund positions itself as neither an absolute return fund nor a relative return fund, but a hybrid 
mixing elements of both. 

The fund’s managers stress that the portfolio is built on the basis of long-term growth aspirations and do not 
consider short-term changes in the fund's share price informative. 

 

Market conditions in February 
 
The markets were very volatile in February. Equities rose rapidly over the course of the month; however, the 
falls of 2.45% and 0.48% on the 25th and the 26th, the last trading days of February, respectively, eliminated 
the greater part of the earlier gains. The decline was the outcome of a general rise in inflation expectations that 
are, in turn, driven by the policy of quantitative easing; the yield on the 10-year US government bond rose from 
1.34% to 1.52% over the 23rd-24th of February. Rising inflation and stable nominal returns on stocks and bonds 
lead to a decline in real returns. The developments of the end of February show that rising bond yields will not 
necessarily lead to changes in the discount rate and that low discount rates do not guarantee that the stock 
valuations will remain elevated. Jerome Powell, the US Federal Reserve Chair, gave a speech on March 4th 2021, 
in which he pledged not to tighten the monetary policy, but it did not calm the markets. 

Rising Treasury yields hit the valuations of technology companies the hardest. As discussed, the treasury yield, 
or the so-called risk-free rate, is a component of the required rate of return on an equity investment; when 
treasury yields rise, the required rate of return also rises. This increase has a larger negative effect on the 
valuations of those companies whose net income is growing at a faster pace, as the greater part of their cash-
flow arises in the distant future. (This follows from the mathematical formula for discounting. The value of 
future cash flows is discounted to the present. The further away in the future are the flows, the greater the 
discounting to today; should the company earn a lot of money at some distant point in the future, the present 
value of this cash is insignificant). 

From a methodological point of view, the US market decline in early March 2021, on the news that the domestic 
job creation in February had significantly exceeded expectations, was also interesting. The analysts interpreted 
the news as negative: a successful economic recovery would probably lead to a tightening of monetary policy 
and an even greater increase in the long-term treasury yields. As this experience demonstrates, practically any 
piece of news can be viewed as positive or negative in terms of its market impact. It all depends on the investor 
sentiment. 

The events of February and early March once again delivered evidence to support our thesis, which we have 
talked about numerous times. The only anchor in the raging sea of volatility is a firm grasp of the fair price of 
the security, as a prerequisite for a relatively safe investment. It is extremely dangerous to tie the decision-
making process to macroeconomic forecasts. 

 

Fund performance in February 
 
All classes of shares of the GEIST fund had positive returns in February: Class 1 USD – +0.42%,  
Class 2 USD – +0.46%, Class 3 USD – +0.51%, Class 1 EUR – +1.00%. 
 

Portfolio status, monthly yield breakdown, and investment exposure 
 
In the circumstances when technology stocks are the most vulnerable sector, our portfolio remains 
conservative. At the end of February, 86% of our portfolio consisted of short put positions; the remainder was 
various long positions. Notably, 43% of the portfolio returns arose from long positions, mainly in equities traded 
on the Hong Kong exchange.  

The decrease in the proportion of long positions from 17-19% at the start of the month resulted primarily from 
the liquidation of our index of pharmaceutical companies, assembled in-house. The return on the index over 
the investment period was positive but unexceptional, which is, possibly, because we had bought the index at 
the peak of interest in the pharmaceutical sector at the height of the pandemic. 

Besides, the index ceased resembling an index a long time ago. We had taken a rather large position in a 
Japanese pharmaceutical company last September. We had sold covered call options on shares of the US 
pharmaceutical companies (Jonhson&Jonhson, Pfizer, Merck and Eli Lilly). The shares of Jonhson&Jonhson and 
Pfizer were subsequently delivered. When only a few names remained, we evaluated each one and decided to 
liquidate the remainder of the industry portfolio (not to open new long positions, but sell put options on some 
of the securities). 

In February, we also liquidated half of the position in a European technology company that had been originally 
initiated in August 2020. The return on that transaction in USD was 47.9% or 116.4% annualised.  

We closed the position in a European company, specialising in the delivery of food ingredient kits after the stock 
had soared. We earned 18.4% or 334.3% p.a., in USD. Subsequently, the stock declined significantly; we 
reopened a position in this paper at a level 12.9% cheaper than the exit price. Currently, this paper trades at a 
significant premium to the new purchase price. We expect this position to generate a strong return, as the 
earlier price drop was caused, in our opinion, by changes in the general attitude of the markets towards 
securities regarded as covid-correlated; we consider such mood fluctuations as unjustified. 

In February, we also added a new name to the portfolio. We invested in shares of a US healthcare services 
company after it had declined sharply on inconsequential news. At the time of writing, the stock traded at a 
premium to the purchase price. We also bought shares in a US media company (after a similar kind of steep 
drop in the price without substantive reasons) at a price close to our calculation of the fair value. We expected 
this to be a long-term position in our portfolio that would have earned us at least 12% p.a., however, we closed 
the position within a week as the price had risen 17% and moved outside our estimated fair value range.  

As far as our options portfolio is concerned, there have been changes as well, as usual. We tend to take relatively 
short-term put positions – usually with an expiration of up to three months; so each month about a third of the 
portfolio expires. To replace the expired positions, we almost always look for new names. Often the stock rises 
in value after we open a position, which makes taking new options positions in the same stock, to replace the 
expired ones, either unjustified or too risky.  
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You have received this letter because you subscribed to Movchans newsletters on a regular basis. If you received the specified letter by mistake, then delete this letter and the materials contained in it. If you no longer want to receive informational and analytical materials, please 
click «unsubscribe». This e-mail may contain information that is confidential or is not disclosed to third parties. This material is for information purposes only and does not constitute an offer to sell, nor a solicitation of an offer to buy shares in the GIEST SP (the Fund) in any 
jurisdiction to any person to whom it is unlawful to make such an offer or sale. Subscriptions will only be received and shares issued on the basis of the current Offering Memorandum for the Fund, and prospective investors should carefully consider the extensive risk warnings and 
disclosures for the Fund set out therein. This material is for informational purposes only and is intended for qualified investors. Information provided in this material is not a promotion or advertisement of securities and/or investments, is not an offer to sell or solicitation of an 
offer to buy any securities, funds, investment instruments, products or strategies, and should not be considered individual investment advice or recommendation. Financial instruments mentioned in this material may not be suitable for your investment profile, experience, 
investment goals, risk, and return objectives. Before making an investment decision, the investor needs to independently evaluate the economic risks and benefits of such investments, tax and legal consequences of investing, his/her willingness and ability to accept such risks or 
consult with his/her investment adviser. Movchans Group companies and GEIST SP are not investment advisers and are not responsible for possible losses of the investor in case of investing in the financial instruments mentioned in this material. Information provided in this 
material does not guarantee or promise any future investment returns. Past investment returns do not guarantee or promise any future investment returns. An investment in the Fund is speculative and is not intended as a complete investment program. 

 

We opened a position in options on Amazon for the first time. We had always considered this stock expensive. At the peak of the market in September, the share had a P/E 
of 135. Since that time, Amazon's share price has declined significantly. The net income, on the other hand, has risen. When we opened our position, Amazon's P/E was 76; 
the P/E of our highest strike was only 69.4. For a company whose net income is growing at 30% a year, the share, even at the highest strike and even accounting for a 
slowdown in future growth, is not overpriced.  

The ratio of the market value of investments to assets under management was 125%, excluding new fund inflows from March 1st, and 104%, including those inflows. 

 

Expectations for the near future 
 
Our portfolio mainly consists of short put options. The classic Black-Scholes formula links the option price to the stock price, strike, interest rate, stock volatility, and time 
after which the option expires. On the basis of our observations, we find that the formula is more or less accurate on average; however, it omits to take into account one 
significant factor which we, nevertheless, use when making investment decisions: all else being equal (in particular, the market prices of the stocks and strikes), the put 
options are more expensive if the stock falls sharply than if the stock price remains at a stable level or rises. At the end of February, the market prices of our put options rose 
sharply. Our portfolio was marked-to-market as incurring a loss. The expected return was not lost, however, but delayed. With prices stabilising, our portfolio would have 
been market-to-market as incurring a profit, reversing the earlier paper-loss, which, indeed, took place in the first days of March. The events should have a positive impact 
on the overall reported portfolio returns in March. 

At the time of writing, all options contracts expiring in March traded above their strikes. Among the positions expiring in other months, three out of 44 were “in the money” 
(which means that the share trading below the option strike). As these positions expire only in April and May, it is premature to discuss the returns that we expect to earn on 
these positions.  

On the basis of today's market and portfolio conditions, we expect to reach the target return for the fund's share classes denominated in USD. 

 

Our near-term tactics 
 
Persistent volatility means that our tactics remain unchanged. At the same time, lately, we have been coming across fairly-valued or undervalued stocks more and more 
frequently. In particular, the market is clearly discriminating against the so-called "covid" shares (stocks that have benefited from the pandemic). For this reason, we do not 
exclude a measured increase in the proportion of long positions in the portfolio. 

 

GEIST SP's investment structure 
 

    

Yields by share class, % 

Year / month Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD 

Class 1 USD              

2020 N/A N/A N/A N/A N/A N/A 0.18 1.34 0.32 -2.29 4.01 0.27 3.80 

2021 0.76 0.42 -/- -/- -/- -/- -/- -/- -/- -/- -/- -/- 1.18 

Class 2 USD              

2020 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 0.31 0.31 

2021 0.83 0.46 -/- -/- -/- -/- -/- -/- -/- -/- -/- -/- 1.29 

Class 3 USD              

2020 N/A N/A N/A – N/A N/A N/A 0.23 1.6 0.40 -2.27 4.33 0.34 4.60 

2021 0.92 0.51 -/- -/- -/- -/- -/- -/- -/- -/- -/- -/- 1.43 

Class 1 EUR              

2020 N/A N/A N/A N/A N/A N/A -4.08 0.51 1.94 -1.67 1.86 -2.06 -3.6 

2021 1.57 1.00 -/- -/- -/- -/- -/- -/- -/- -/- -/- -/- 2.59 
 

0
0.2
0.4
0.6
0.8

1
1.2

0 0.5 1

Portfolio structure by 

instrument

Stocks: 14%

Put Options: 86%
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Portfolio structure by 

sector

Consumer Sector: 43.5%

Public Funds: 23.5%

Technology: 10.4%

Pharmaceuticals: 7.7%

Financial Services: 7.6%

Communication Services: 4.7%

Real Estate: 1.7%

Medical Services: 0.9%
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Portfolio structure by 

currency

USD: 88.2%

EUR: 6.7%

HKD: 2.5%

CHF: 1.2%

GBP: 0.2%
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Portfolio structure by 

country

USA: 74.9%

Germany: 11.3%

China: 4.5%

Israel: 2.6%

Hong Kong: 2.5%

Switzerland: 2.2%

Japan: 1%

Austria: 0.7%

UK: 0.2%


