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Market and Macro Update

 The latest Chinese import and export data showed a significant drop. This 
increases the pressure for persistent Xi to make a deal with the US. In the 
meantime the central bank of China (PBOC) did cut its reserve requirement 
ratio (RRR) by 50 bps to boost the economy.

 Globally most central banks are stimulating their economy. In various 
Emerging market countries central banks were cutting rates anticipating a Fed 
rate cut. We therefore believe that all these measurements will stimulate the 
world economy.

 However, there are various risk or drags to this scenario: Tariff conflicts 
between the US and China and probably with Europe will negatively affect 
growth. An unorderly Brexit will as well reduce growth not only in the UK but 
also in continental Europe. 

 There is an urgent need for structural reforms and fiscal stimulus in Europe. 
Especially in Germany the government should finally start spending more and 
for instance invest in infrastructure. In contrast such countries as France, Italy 
or Greece have scaring debt to GDP ratios and should implement structural 
reforms as soon as possible. However, they have little support among their 
populations to change anything. 

Industrial PMIs below the growth area while US Service sector keeps growing

UK and Germany are contracting, while China grows at a slow pace
 The latest US job data were mixed. Forward looking indicators showed that the 

US service sector is growing at a faster pace while the manufacturing sector is 
slowing down. Meanwhile the Fed has cut its policy rate as expected. But this 
decision was very controversial at the FOMC (Federal Open Market 
Committee) because the US economy is growing at a moderate pace and 
wouldn’t need stimulus right now. However, due to Trump’s pressure and the 
awkward Fed speak the market participants have expected a cut.

 In Europe the latest PMI data were disappointing and in this context the ECB 
rate cut decision is partially justify. The ECB has particularly decided to cut the 
deposit rate by 10 bps to minus 0.5% and to restart the asset purchase program 
in November with a EUR 20bln purchase per month for a undisclosed 
(surprisingly) time period. 

 The other surprising part at the ECB press conference was that TLTRO (bank 
credit facilities) program was modified: The maturity was prolonged from 2 
year to 3 years and the interest rate was reduced to 0%. I.e. banks can now get 
a credit from the ECB for 3 years at 0% interest!
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Investment Outlook: High yielding bonds continue to offer relative attractive yields

Alternative Investments

 Gold and Silver: Precious metals were rallying until recently and are now 
correcting. Based on the expected further rate cuts gold might be considered 
to protect a part of your wealth.

 Oil: The recent attack of the Saudi oil facility has changed the supply situation 
drastically. Before the attack the market was oversupplied by roughly 0,7 
million barrels per day. Now after 5,7 million barrels per day cannot be 
produced, we have an undersupply of around 5 million  barrels per day. The oil 
price spiked 20%, we would therefore argue that some mean reverting (i.e. 
falling oil prices) will occur over the coming weeks 

 Soft commodities: Due to a swine fiver in China, the Chinese government is 
considering not only to order from the US pork meat but also soya beans and 
other agriculture products. This cooperation would soften tensions between 
USA and China, and consequently drive up prices of all asset classes, not only 
soft commodities. 

The Bund yield tends to stabilise once QE announcement is madeLiquidity
 British pound appreciated significantly after the a new law, which forbids an 

unorderly Brexit, passed both UK-parliaments
 Euro weakened after the ECB decision against USD and GBP.
 The Japanese Yen appreciated against all major currencies after the news 

about the oil field attack reached the market participants. This is an expected 
reaction, since Yen can be considered a save haven currency (like Swiss Franc) 
and rises regularly after high vola events.  

Equities
 After the attack to the Saudi Arabian oil fields energy stock rallied. Remarkable 

was that the broad market lost less then 1%. Awaiting more stimulus equity 
investors bet on rising markets.

 Overall equity markets recovered in September the losses which occurred 
during August. 

 Rumors about a temporary deal between China and the US supported as well 
the market rally. 

 After an impeachment process was started in the US and the a British court 
decided that UK parliament vacation was illegal equity markets are 
consolidating. Mister Trumps verbal attack on Iran and China had a immediate 
negative impacts on equity markets. 

Fixed Income
 Since the ECB announcement we have seen higher yields in most European 

government bond markets. The new QE program in Europe might not further 
depress yields. Similar to what we have seen during the first ECB QE program.

 For risk takers EU-peripheral government bonds might offer an interesting 
trading opportunity, i.e. we might see yields falling and higher bond prices.

 Corporate spreads have widened during the last months but since the 
beginning of September we have seen a rally (tightening) in corporate bonds. 
As long as there is no global recession such bonds still offer an attractive 
return potential.

 US 10-year government bond yields are falling since the impeachment 
process was started, while US corporate bonds were not affected by now. 
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Speculative / Emerging Market 
Update: Country Garden

Bond Parameters:

 Country: Cayman Island
 Industry: Home Construction
 Rating (Moody’s): Ba1  / positive (revised 30.08.2019)
 Coupon: 7.125%
 Maturity:  27.01.2022
 Indicative Bid-Ask: 106.00 – 106.60
 Yield to Maturity: 4.65%
 Issue Size:  425 mln
 LTV: 50%

Price Development:

Company Profile:

 Country Garden Holding operates as a real estate development company. It 
develops and markets high-rise residential buildings, low-rise apartments, villas, 
commercial facilities, office buildings. It also operates building renovation, property 
investment and property management.

Financial Indicators:

 Revenues: $ 57’379 mln (2018); $ 33’583 mln (2017)
 EBITDA: $ 12’117 mln (2018) $ 7’135 mln (2017)
 EBITDA Margin: 21.1% (2018); 21.2% (2017)
 Net Debt: $ 24’353 mln (2018); $ 16’981 mln (2017)
 Net Debt / EBITDA: 2.0x (2018); 2.4x (2017)

Investment Rationale:

 Country Gardens Ba1 rating (just revised to a positive outlook) reflects its long 
operating history, the strong and fast sales execution through property cycles, the 
good geographic coverage. It is one of the largest developer in China measured by 
contracted sales.

 The business model is to develop attractively priced real estate combined with 
added services in integrated townships to service best China's growing middle 
class.

 Its efficient business model by concentrating on large operating scale and a fast 
turnover supports its healthy balance sheet. On top it posses a well diversified land 
bank.

 Country Garden’s rating is constrained by a relatively low profit margin in its mass-
market residential properties business in lower-tier cities. Nevertheless, analysts 
expect that over the next 12-24 months, based on its strong contracted sales 
achieved during the last two years, to see a significant improvement in revenue 
growth. 

We appreciate your interest.

Full scope of information is available for our clients.

Disclaimer
These Bond Recommendations (hereafter «BR») are provided for information purposes only and for the use by the recipient.
This document was produced by Blackfort Capital AG (hereafter «BF») with the greatest of care and to the best of its
knowledge and belief. Although information and data contained in this document originate from sources that are deemed to
be reliable, no guarantee is offered regarding the accuracy or completeness. Therefore, BF does not accept any liability for
losses that might occur through the use of this information. The BR does not purport to contain all of the information that
may be required to evaluate all of the factors that would be relevant to a recipient considering entering into any transaction
and any recipient hereof should conduct its own investigation and analysis. In addition, the BR includes certain projections
and forward-looking statements. Such projections and forward-looking statements are subject to significant business,
economic and competitive uncertainties and contingencies, many of which are beyond the control. Accordingly, there can
be no assurance that such projections and forward-looking statements will be realised. The actual results may vary from the
anticipated results and such variations may be material. No representations or warranties are made as to the accuracy or
reasonableness of such assumptions or the projections or forward-looking statements based thereon. This document is
expressly not intended for persons who, due to their nationality or place of residence, are not permitted access to such
information under local law. It may not be reproduced either in part or in full without the written permission of BF.
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US High Yield / Developed Market 
Update: Murphy Oil USA

Bond Parameters:

 Country: USA
 Industry: Oil and Gas exploration and production
 Rating (Moody’s): Ba2  / positive (revised 5.9.2019)
 Coupon: 6.875%
 Maturity:  15.08.2024
 Indicative Bid-Ask:  104.90 – 105.40
 Yield to Maturity: 4.36%
 Issue Size:  550 mln
 LTV: 50%

Price Development:

Company Profile:

 Murphy Oil Corporation is an independent exploration and production company with 
production in North America onshore and as well as offshore in the Gulf of Mexico, 
Canada and Southeast Asia. They run marketing operations in the UK and USA. Their 
retail arm (distribution of refined oil products) is mainly operational in North America.

Financial Indicators:

 Revenues: $ 2’586 mln (2018); $ 2’078 mln (2017)
 EBITDA: $ 1’790 mln (2018) $ 1’294 mln (2017)
 EBITDA Margin: 69.2% (2018); 62.3% (2017)
 Net Debt: $ 3’492 mln (2018); $ 2’589 mln (2017)
 Net Debt / EBITDA: 1.95x (2018); 2.0x (2017)

Investment Rationale:

 The company has a constant strong free cash flow and profit stream based on a 
conservative financial policy. This manifests in strong credit metrics and a stable 
rating outlook.

 As a low cost provider with a large distribution network the company is well 
positioned.

 The main challenge is its reliance on fuel sales and price fluctuation in the raw oil 
market and in the sold refined oil products.

 The net debt to EBITDA ratio is expected to stay below 2.5 times even in the event 
of a significant GDP slowdown. Therefore, its rating was reassured and the outlook 
was changed from stable to positive.

 The two main reasons were that the expected free cash flow generation will stay at 
high level of around USD 150 mln. In addition analysts expect that the traditional 
conservative financial policy will not be changed for the foreseeable future.

We appreciate your interest.

Full scope of information is available for our clients.

Disclaimer
These Bond Recommendations (hereafter «BR») are provided for information purposes only and for the use by the recipient.
This document was produced by Blackfort Capital AG (hereafter «BF») with the greatest of care and to the best of its
knowledge and belief. Although information and data contained in this document originate from sources that are deemed to
be reliable, no guarantee is offered regarding the accuracy or completeness. Therefore, BF does not accept any liability for
losses that might occur through the use of this information. The BR does not purport to contain all of the information that
may be required to evaluate all of the factors that would be relevant to a recipient considering entering into any transaction
and any recipient hereof should conduct its own investigation and analysis. In addition, the BR includes certain projections
and forward-looking statements. Such projections and forward-looking statements are subject to significant business,
economic and competitive uncertainties and contingencies, many of which are beyond the control. Accordingly, there can
be no assurance that such projections and forward-looking statements will be realised. The actual results may vary from the
anticipated results and such variations may be material. No representations or warranties are made as to the accuracy or
reasonableness of such assumptions or the projections or forward-looking statements based thereon. This document is
expressly not intended for persons who, due to their nationality or place of residence, are not permitted access to such
information under local law. It may not be reproduced either in part or in full without the written permission of BF.
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Swiss Equities
Initial Coverage: Nestlé

Equity Parameters:

 Country: Switzerland
 Industry: Packaged Food and Beverages
 Rating (Moody’s): Aa2  / stable outlook
 Price / book: 6.6x 
 Earnings per Share: $ 3.60
 Dividend Yield: 2.2%
 Enterprise Value: CHF 333’130 mln
 Indicative Price (26.Sept. 19):  106.1
 Consensus Price Upside Potential:  5.1 %
 LTV: 60%

Price Development:

Company Profile:

 Nestle S.A. is a multinational packaged food and beverage company. The company 
manufactures and markets a wide range of food products. The main product line 
includes coffee (among others brands like Nespresso or Nescafe), milk, chocolate, 
confectionery, bottled water, creamer, food seasoning and pet food. 

Financial Indicators:

 Revenues: $ 91’750 mln (2018); $ 94’365 mln (Est 2019
 EBITDA: $ 18’443 mln (2018) $ 20’160 mln (Est 2019)
 EBITDA Margin: 20.1%% (2018); 21.4% (Est 2019)
 Net Income: $ 10’870 mln (2018); $ 12’936 (Est 2019) 
 PE  Ratio: $35.6 (current); 24.9 (Est 2019)
 ROA : 3.4x (2018); 3.8x (2017)

Investment Rationale:

 The new strategy to sell lower margin product businesses and to replace them with 
healthy products and or to increase the water and coffee business is well rewarded 
by the market participants.

 Nestlé pays a regular and annually increased dividend, which makes it a core 
holding in an equity portfolio. Nevertheless, after the strong price movement since 
the beginning of the year the further upside potential is at the moment very limited.

 Due to its defensive character a core holding in an equity portfolio might still be 
suitable, we would therefore recommend to buy the stock during weakness,

 The further monetary stimulus will keep equity prices moving up. In a later stage a 
correction or even strong selloff must be expected. In such an event Nestlé will 
serve its investors well. Almost all of their products are independent of the business 
cycle and will therefore continue to do well during a crisis. 

We appreciate your interest.

Full scope of information is available for our clients.

Disclaimer
These Bond Recommendations (hereafter «BR») are provided for information purposes only and for the use by the recipient.
This document was produced by Blackfort Capital AG (hereafter «BF») with the greatest of care and to the best of its
knowledge and belief. Although information and data contained in this document originate from sources that are deemed to
be reliable, no guarantee is offered regarding the accuracy or completeness. Therefore, BF does not accept any liability for
losses that might occur through the use of this information. The BR does not purport to contain all of the information that
may be required to evaluate all of the factors that would be relevant to a recipient considering entering into any transaction
and any recipient hereof should conduct its own investigation and analysis. In addition, the BR includes certain projections
and forward-looking statements. Such projections and forward-looking statements are subject to significant business,
economic and competitive uncertainties and contingencies, many of which are beyond the control. Accordingly, there can
be no assurance that such projections and forward-looking statements will be realised. The actual results may vary from the
anticipated results and such variations may be material. No representations or warranties are made as to the accuracy or
reasonableness of such assumptions or the projections or forward-looking statements based thereon. This document is
expressly not intended for persons who, due to their nationality or place of residence, are not permitted access to such
information under local law. It may not be reproduced either in part or in full without the written permission of BF.
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