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Portfolio Changes 

March, 2022 

Transaction Rationales 

Purchases / Increases 

CVS Health: Buy an initial position  

Following its acquisition of Aetna in late 2018, CVS 
Health has transformed itself into an integrated 
health service and a medical data provider since. It 
now combines the largest pharmacy benefit 
manager, the 2nd largest retail pharmacy chain with 
a managed-care business (or health insurance 
business) with 24 million medical members. 

The company’s integrated model is unique in the 
marketplace and should enable the company to 
drive overall healthcare costs lower through 
data/analytics, more effective patient engagement 
and shifting care to lower cost sites such as its CVS 
primary care clinics. 

We believe that CVS has laid the ground for high 
single digit/low double digit growth in cash flows, 
driven by mid-single digit revenue growth from its 
core businesses, some moderate margin 
improvements from cost efficiencies, 1-2% additional growth from Care Delivery & Health Services plus 
another 1-2% from share buy backs.  

From a valuation standpoint, while shares have rebounded from trough levels of the 2018-2020 period, 
valuation not only  remains below the average OEPS-multiple of the past ten years, it also shows at a sizeable 
discount to the market. While the regulatory risk warrants a discount, the stock looks significantly undervalued, 
particularly when considering the above average cash flow growth that we expect and the fairly high visibility 
that the business offers.  

Therefore, we buy an initial position with view to increase it as the growth case becomes more visible. 
 

Adobe: Increase, buy back portion sold in August 2021  

We are adding back the portion of Adobe-stock that 
we sold in August 2021 (green circle). Since our 
partial profit taking in August, the stock is down 
33%, thereby underperforming the world market by 
28%. 

Because of that correction and thanks to continued 
growth in earnings, the discount to fair value has 
risen to 52% from 16% when we took partial profits 
in August 2021. After another period of 
underperformance Adobe has once again, 
according to our valuation model, built-up a sizable 
undervaluation. Said undervaluation is even larger 
than when we increased the position back in March 
2021 (red cricle).  

The underlying business continues to perform as 
expected and the Analyst Day of December 2021 
largely confirmed the long-term outlook as well as 
our confidence in our Investment Case. 

The large upside potential and the exceptionally strong business make Adobe a highly attractive investment at 
current prices. We therefore increase the allocation of Adobe-stock significantly, turning it into one of the top 
holdings again.  

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

 

Source: Bloomberg Data range: 29.3.2017– 28.03..2022 

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

Chart since March 2021: Adobe vs. the MSCI World 
and the Sector 

 

Source: Bloomberg Data range: 27.3.2021– 17.03..2022 

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

Fortinet: We take partial profit and reduce the position  

Since we initiated resp. increased the Fortinet-
positions, the stock almost trippled and the 
Price/Owner’s Earnings ratio (for next year) rose 
from 18x to almost 45x. As a result, the large scale 
discount that Fortinet had at that point has 
disappeared and the shares have reached fair 
value. Therefore, we take partial profit and reduce 
the position.  

However, the company has clearly strengthened its 
market position in the last 18 months and continues 
to gain market share, not only in its core business, 
Small & Midsized Businesses, but also increasingly 
with larger corporations as they are increasingly 
recongizing the advantages of Fortinet’s integrated 
approach to security and the cost/performance 
benefits of its equipment.  

As we expect continued strong growth from rising 
demand for cyber security in general and market share gains in particular, we maintain part of the position. 

 

Fastenal: We take partial profit and reduce the position 

Fastenal has risen 25% since we re-entered the name back in January 2021, thereby outperforming the 
market and the sector by more than 18% since. Due to this strong performence, the margin of safety resp. the 
discount to fair value has been reduced to 4%.  

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 more than 30x 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 propose to take partial profit and park the sales proceeds in cash with a view to take advantage 
of more compelling investment opportunities that the current phase of market volatilities might create. 

 

 

  

 

With kind regards, 

Emerald Wealth Partners AG, Investment Office 

  

Chart since initiating/increasing the position Nov. 
12, 2020: Fortinet vs. the MSCI World and the Sector 

 

Source: Bloomberg Data range: 12.11.2020– 25.03..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. 
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