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Portfolio Changes 

April 7, 2022 

Transaction Rationales 

Purchases / Increases 

PayPal: Buying an initial position  

We take advantage of the recent drop of Paypal 
from USD 310 to 113 to establish a small initial 
position.  

PayPal is the world’s largest open digital payments 
platform. The company is a unique player within the 
payments space, connecting 34 million merchants 
to 426 million consumers across over 200 markets. 
Having information on both sides of the transaction 
gives PayPal not only a meaningful edge in 
combating fraud but also highly valuable insights 
into consumer's buying habits that are valuable to 
its merchants. 

Because of that and because PayPal is the most 
accepted digital wallet amongst large retailers in the 
US and Europe, the company is a prime beneficiary 
of the accelerated growth in e-commerce. But not 
only that. PayPal has evolved more and more into a 
financial services company in recent years. Today, PayPal has the biggest user base, highest customer 
awareness and most comprehensive set of features within the e-wallet industry.  

Since it’s spin-off from Ebay in 2015, PayPal stock steadily outperformed the IT-sector and the key players in 
credit cards, Visa and Mastercard, due to its stronger growth. After the Covid-outbreak, though, the stock was 
caught in investor euphoria regarding e-commerce, lifting PayPal and its valuation into new spheres, that then 
turned out to be unsustainable. After the euphoria in the stock has evaporated, valuation has now reached the 
low end of the range since the spin-off, even though the business has become a lot stronger.  

Paypal is now valued at roughly a market multiple despite the solid high teens growth that we expect Paypal to 
generate. As a result, we view this quality stock as significantly undervalued. Therefore, we buy an initial 
position, with a view to add more on any weakness.  

 

CVS Health: Add to the existing position  

We add more to our initial positions in CVS Health. 

The stock has corrected slightly (∼5%) since our 
initial investment in March, further increasing the 
already large upside. Therefore, we take advantage 
of the dip to bring the position closer to the target 
size.  

We finance the purchase with of the cash 
generated by the sales of portfolio holdings that had 
rather strechted valuations, such as Fastenal and 
Markel, thereby further increasing the portfolio’s 
margin of safety. 

 

 

 

 

 

  

5-year chart: CVS Health vs. the MSCI World and 
the Sector: Regaining its footing 

 

Source: Bloomberg Data range: 10.04.2017– 07.04.2022 

Total return in USD Note: past performance is not a reliable indicator of future results 

Chart since spin-off from Ebay: Paypal vs. the MSCI 
World and the Sector: Returning to earth 

 

Source: Bloomberg Data range: 06.07.2015 – 07.04..2022 

Total return in USD Note: past performance is not a reliable indicator of future results 
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Becton Dickinson: Add to the existing position  

After an extended period of consolidation the stock 
has started to outperform again, as investor have 
come to appreciate the steady growth of the 
business as well as the low valuation.  

Moreover, the hick-ups in some products and the 
integration of the Bard-acquisition, those issues 
seem to be largely behind the company and its 
management. This should provide a further tailwind 
to the stock. 

Hence, after revising the investment case and our 
estimates, we add to the position as Becton 
Dickinson offers a large margin of safety and stable 
business trends at the same time.  

 

 

 

 

 

Sells / Reductions 

Markel: Take profit and sell the entire position  

We take advantage of the recent catch-up rally in 
Markel to take profit and sell the entire position.  

While Markel is a high-quality company with a 
strong balance sheet, the large equity exposure in 
its investment book leaves the stock vulnerable for 
a correction.  

What’s more, Markel is essentially an equity fund 
with and speciality-insurance business attached to 
it. Markel managed to beat market returns in its 
equity portfolio in the past handsomely, but 
investment results have been spotty in recent 
years, resulting in a market like return. In addition, 
the push into private equity via Markel Ventures, 
reduces visibility as well.  

Therefore, we take the advantage of the recent 
surge in the stock to sell into strength. We re-
allocate the sale proceeds to more defensive holdings with more relative upside such as CVS and Becton 
Dickinson. 
  

5-year chart: Markel vs. the MSCI World and the 
Sector: Regaining its footing 

 

Source: Bloomberg Data range: 05.06.2019– 07.04..2022 

Total return in USD Note: past performance is not a reliable indicator of future results 

5-year chart: Becton Dickinson vs. the MSCI World 
and the Sector: Turning up after a long period of 
consolidation 

 

Source: Bloomberg Data range: 10.04.2017– 07.04.2022 

Total return in USD Note: past performance is not a reliable indicator of future results 
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Fastenal: Sell the remaining position  

Fastenal has risen further since we started to 
reduce our position in early March. That leaves the 
stock more than 32% up (vs. 11.9% for the market) 
since we re-entered the name back in January 
2021. Due to this strong performance, we see 
essentially no margin of safety anymore on the 
stock.  

While the company reported strong sales numbers 
for February and we continue to see high single 
digit growth in cash flows for at least the next 5 
years, at 33x earnings, Fastenal is not cheap and 
the growing risk to global GDP-growth from the 
Ukraine situation makes the stock even more 
vulnerable. 

Therefore, we take profit and re-allocate the sales 
proceeds into more compelling investment 
opportunities.   

 

 

 

With kind regards, 

Emerald Wealth Partners AG, Investment Office 

  

Chart since inception: Fastenal vs. the MSCI World 
and the Sector 

 

Source: Bloomberg Data range: 29.1.2021– 07.04..2022 

Total return in USD Note: past performance is not a reliable indicator of future results 
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Disclaimer / Important Information 
This document has been prepared and distributed by Emerald Wealth Partners AG based on various reliable research 
information. Although it may contain contributions of research analysts or quote research reports, it is not investment 
research or a research recommendation for regulatory purposes as it does not constitute substantive research or analysis. 
Some of the articles quoted in this document may have been published on Bloomberg by various trustful research 
providers and may be found on the research providers’ website, including the necessary disclaimers and disclosure 
statements.  

It is directed to a professional audience including prospects and not intended for distribution to, or use by, any person or 
entity that is citizen or resident of, or located in any jurisdiction where such distribution, publication, availability or use 
would be unauthorized or otherwise contrary to applicable law or regulations. Information, tools and material presented in 
this document are provided for information purposes only and are not to be used or considered as an offer or solicitation to 
buy, sell or subscribe any securities or other financial instruments. Any information including facts, opinions or quotations, 
may be condensed or summarized and is expressed as of the date of writing.  

The information contained in this document has been provided as a general market commentary only and does not 
constitute any form of regulated financial advice, legal, tax or other regulated service. It does not take into account the 
financial objectives, situation or needs of any persons, which are necessary considerations before making any investment 
decision. Emerald Wealth Partners does not advise on the tax consequences of investments and you are advised to 
contact a tax advisor should you have any questions in this regard. The information provided is not intended to provide a 
sufficient basis on which to make an investment decision and is not a personal recommendation or investment advice. It is 
intended only to provide observations and views of Emerald Wealth Partners AG at the date of writing, regardless of the 
date on which the reader may receive or access the information. Observations and views contained in this document may 
change at any time without notice and with no obligation to update. The information may change without notice and 
Emerald Wealth Partners AG is under no obligation to ensure that such updates are brought to your attention. Accordingly, 
Emerald Wealth Partners AG accepts no liability for any loss arising from the use of this document. 

Emerald Wealth Partners AG partners, affiliates and/or their employees may have a position or holding, or other material 
interest or effect transactions in any securities mentioned or options thereon, or other investments related thereto and from 
time to time may add to or dispose of such investments. 

To the extent that this document contains statements about future performance, such statements are forward looking and 
subject to a number of risks and uncertainties. Information and opinions presented in this document have been obtained or 
derived from sources which in the opinion of Emerald Wealth Partners AG are reliable, but Emerald Wealth Partners AG 
makes no representation as to their accuracy or completeness. Emerald Wealth Partners AG accepts no liability for a loss 
arising from the use of this document.  

Unless indicated to the contrary, all figures are unaudited. All valuations mentioned herein are subject to Emerald Wealth 
Partners AG valuation policies and procedures. It should be noted that historical returns and financial market scenarios are 
no guarantee of future performance. The price and value of investments mentioned and any income that might accrue 
could fall or rise or fluctuate. Past performance is not a guide to future performance. If an investment is denominated in a 
currency other than your base currency, changes in the rate of exchange may have an adverse effect on value, price or 
income. 

Investments may have no public market or only a restricted secondary market. Where a secondary market exists, it is not 
possible to predict the price at which investments will trade in the market or whether such market will be liquid or illiquid. 
The retention of value of a bond is dependent on the creditworthiness of the Issuer and/or Guarantor (as applicable), which 
may change over the term of the bond. In the event of default by the Issuer and/or Guarantor of the bond, the bond or any 
income derived from it is not guaranteed and you may get back none of, or less than, what was originally invested. Parties 
other than the Issuer or Guarantor (as appropriate) (for instance the Lead Manager, Calculation Agent or Paying Agent) do 
neither guarantee repayment of the invested capital nor financial return on the investment product, if nothing is indicated to 
the contrary.  

The distribution of this document and the offer and sale of the investment in certain jurisdictions may be forbidden or 
restricted by law or regulation. This document is not directed to, or intended for distribution to or use by any person or 
entity who is a citizen or resident of, or is located in, any jurisdiction where such distribution, publication, availability or use 
would be contrary to applicable law or regulation. This document has been furnished to the recipient and should not be re-
distributed without the express written consent of Emerald Wealth Partners AG. For further information, please refer to 
your contact person at Emerald Wealth Partners AG. 

This material may not be published or reproduced, in all or in part, without the prior written express consent of Emerald 
Wealth Partners AG. 
 
Copyright © 2021 Emerald Wealth Partners AG. All rights reserved. 


