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IN SIGHT 

 

 

A BEND IN THE ROAD IS NOT THE END OF THE ROAD 

 

Overview 

Global monetary and fiscal stimulus has provided a strong tailwind to risk assets since Q1 2020. However, 

during the second half of 2021 the inflation narrative shifted from a transitory to a structural one. This has 

had a profound effect on interest rates and the perceived high-risk segment of the market, as future growth 

is more heavily discounted back to today’s expected value.  

As at the end of January 2022, the NASDAQ composite was down -8.98% YTD, and innovation bellwethers 

like the ARK Innovation ETF and the Baillie Gifford EWI were down -20.26% and -21.93% respectively. The 

Universum Innovus Portfolio was down -14.83% over the same period. 

It is important to bring this downside volatility into context, as near-term market movements are often felt 

more keenly and can create a disproportionate reaction. In the period since 1988, January 2022 is only the 

30th worst monthly performance on record for global equity markets.  

A multitude of factors have contributed to this pullback including more hawkish central banks, geopolitics, 

valuation risks and investor sentiment.  

However, when looking at the innovation landscape across listed and private markets over the last 18 

months, there has been a distinct split between private and public company performance. Many large cap 

private equity disruptors have experienced a 2-3x valuation uplift. Whereas over the same period, their 

comparable listed peers exhibiting similar growth profiles have in some instances experienced more than a -

50% drawdown.  

We expect this gap to close and therein lies an opportunity for the public market investor.  

 

Our Beliefs 

Innovation and disruption growth investing is frequently a volatile journey. This is reflected in the Innovus 

portfolio’s performance of +18.59% per annum over the last 3 years since inception, which was delivered 

with a standard deviation of 26.9 vs the MSCI World’s 17.4.  

We view the most important question is where we believe the structural drivers, and the fundamentals of 

our underlying companies will be in 3-5 years’ time.   

We have a high conviction belief that our nine transformational themes are reaching an upward inflection 

point. In numerous instances we can foresee revenue growth, declining costs and thus operational leverage 

that will lead to longer term enhanced growth and profitability.  
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Two front of mind examples are within our defensive Healthcare Innovation theme: 

 Teladoc Health  

Which over the last 3 years has grown its revenue three-fold, increased average revenue per user from its 

76million members by over 260%, is becoming the information backbone of the US healthcare system and 

yet only trades on 5.3x this year’s sales.    

Petco Health & Wellness  

Has transitioned from a bricks & mortar retailer to an omni-channel pet care product, grooming and 

veterinary ecosystem and is trading at an all-time low since its IPO. The Covid pandemic has represented 

record pet adoption in history and provides unique inflation protected inelastic revenue and growth 

dynamics.  

 

From a portfolio management perspective, we have always been risk conscious and remain focussed on a 

picks and shovels approach to innovation and disruptive change.  

The Innovus portfolio provides diversification by theme, sector, and underlying companies. We continue to 

monitor structural growth drivers, cash flows, earnings, management, and leading indicators to support our 

thesis of who the winners will be in the long term.  

Having conviction during times of market turbulence is what we believe will compound long term growth in 

our client’s portfolios.  

 

Our Recommendations 

We currently see the innovation equity sub-asset class, and by implication the Innovus portfolio, offering 

meaningful risk adjusted-return from current levels. As such, we believe it would be appropriate to allocate 

to this equity sub-asset class currently.  

While the exact allocation would vary depending on the investor’s risk appetite, overall portfolio and existing 

exposure to this equity sub-asset class, we believe a new allocation of 10% to 15% for an assertive investor 

is reasonable. 

For those investors currently holding a full allocation, we believe it is a time for patience and calm as 

fundamentals will be appropriately priced in the longer term.  

For those investors that are underweight, or underinvested we believe the current market weakness presents 

an attractive opportunity to allocate to the themes and companies forecasted to provide growth and 

enhanced returns for the rest of the 2020’s.  

 

As always, we are delighted to share further thoughts and please contact us to discuss in more detail as 

require. 

 

Sean Young, CFA 

Lead Portfolio Manager Innovus 

+44 7555 291 877 
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Disclaimer 

The information contained in this communication from the sender is confidential. It is intended solely for use by the recipient and others authorized to receive it. 

If you are not the recipient, you are hereby notified that any disclosure, copying, distribution or taking action in relation of the contents of this information is strictly 

prohibited and may be unlawful. 

The contents of this document are communicated by, and the property of, Universum Wealth Ltd. Universum Wealth Ltd is an appointed representative of 

Thornbridge Investment Management LLP which is authorised and regulated by the Financial Conduct Authority (“FCA”).  

The information and opinions contained in this document are subject to updating and verification and may be subject to amendment. No representation, warranty, 

or undertaking, express or limited, is given as to the accuracy or completeness of the information or opinions contained in this document by Universum Wealth 

Ltd or its directors. No liability is accepted by such persons for the accuracy or completeness of any information or opinions. As such, no reliance may be placed 

for any purpose on the information and opinions contained in this document.   

The value of investments and any income generated may go down as well as up and is not guaranteed. Past performance is not necessarily a guide to future 

performance. 


