


		
➡ ️

➡ ️

➡ ️

"Stay focused (2)"                              
Market briefing

The "smart beta" investing approach relies on finding variables that anticipate a stock will outperform.
Looking at the "best companies to work for" in the US proved to be a valid approach* to outperform.
Given the feedback received we want to repeat the excercise in Europe.
* See Market Brifing from April 27th ("Stay focused").

Investors are ultimately humans, and humans tend to have few time to do whatever they want to do. Investing is consequently
an activity where time optimization is key. Going through the fundamentals of a company can be time demanding and, if the
analysis shows up the company is not an attractive investment, disapointing. A tempting shortcut is to find those few factors
(evenone single factor) which couldshow us in a blink if a company is an attractive investment. In our last Market Briefing we
showed how a portfolio composed, on an equal weighting basis, only by the public companies among the first twenty of the
2012 Forbes list of "Best Companies To Work For" would have outperformed the market until today. Same for the 2017 list.

The companies that do have happy employees tend to outperform the market.

The portfolio built with the proposed approach beat the Eurostoxx 50 by 360 basic points.
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* 4 year return

We repeated the analysis in Europe and the results are in line with what we expected. However we need to outline some
differences between Europe and the United States. The list we used is the one from the website "Great PlaceTo work" which
separate companies in "Multinationals", "Large companies" and "Small and Medium". We looked at the 2012 lists of
"Multinationals" and "Large companies", each one listing 25 companies. Hadwe invested five years ago in an equal weighted
portfolio of the public companies among those 50 the resulting performance would have been better than the market (Eurostoxx 
50 and S&P 500). The magnitudes are displayed in the graph below. Truth is that even if we had a list of great companies to
work for in Europe, the majority of the companies were listed in the US, UK or the Nordic markets. But the approach still 
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It must be outlinedthat what we are trying to do is to analyse how a simple approach can be more profitable than a complex one
which involves many hours analysing balance sheets and financial indicators. If we wanted to be purists we shall have included
only the companies based in Europe and quoted in European markets, but the whole point is about finding a quick way to do
some stock screening. Of the 2012 lists mentioned before some of the companies have been wiped out and replaced by new
ones. Below is displayed the 5-year return for the companies within the 2016 lists. Again, the approach beats the market and in a 
higher margin. Logic suggests that companies that are a Great Place to Work in 2016 shallhad goodcorporate results in the past
years while the companies dropped out of the list did have worse results, diminishing the attractiveness of the company as an
employer. It seems then that the approach, even if useful, shall be updated constantly to really work. 

If we lookat the companies that are includedboth in the 2012 and 2016 lists then we found seven,and a portfolio composed by
these did not outperformed the Eurostoxx 50 - not by far (-3,8 percentage points) - butdid outperformed the S&P 500 by 37,3
percentage points. 

Obviously we can complement this approach with a superficial fundamental analysis, adding therefore Dividend Yield, PER,
P/B, etc. to the variables to lookat and filtering those companies that do comply with any threshold we want to set up for each
quantitative factor added. More obvious is the need to apply common sense to any investment we made.

Continuing with this series, in view of the interest shown by clients and partners, we will analyse the case of a dynamic
portfolio, starting with the 2012 list until the 2016 list, making as if we sold the companies dropped from the lists and bought
the ones added in each year edition. Stay tuned... stay focused.

* Subsidiary of BGC Partners. 
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Disclaimer
This material does not constitute any representation as to the suitability or appropriateness of any security, financial product or

instrument. There is no guarantee that investment in any program or strategy discussed herein will be profitable or will not incur loss.

This information is prepared for general informationonly. It doesnot have regard to the specific investment objectives, financial situation,

and the particular needs of any specific person who may receive this report. Investors should note that security values may fluctuate and

that each security’s price or value may rise or fall.Accordingly, investors may receive back less than originally invested. Past performance

is not a guide to future performance. Individual client accounts may vary. Investing in any security involves certain risks called non-

diversifiable risk. These risks include market risk, interest-rate risk, inflation risk, and event risk. These risks are in addition to any

specific, or diversifiable, risks associated with particular investment styles or strategies.

About Kramer

🏢  Markerkant 13-10, 1314AN Almere, Netherlands 

Kramer Financiële Inlichtingen B.V. is a Netherlands based entity born with the sole purpose of becoming a reference in the fields of

Financial Intelligence and Multi-Family Office because of the quality of its work. 

We serve both companies and individuals based allaround the world bypartnering themin the projects we carry on. Our clients’ needs

and expectationsare second to none at Kramer. The members of ourmulti-disciplinary teamis assigned to oneproject at a time helping

themto embed themselves into the client’s philosophy.The one-project-at-a-time principle is oneof the keys of our success. At Kramer our

priority isn’t to grow but it is to succeed which can only be attained when our clients reach their goals thanks to us. 

Contact

📬  info@kramer.co.nl


