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INVESTMENT OBJECTIVE
To generate long term capital growth for 
investors, primarily by investing long in 
European equities.

Manager AUM $865m

FUND MANAGER
Stuart Mitchell

Stuart is the Managing Partner and 
CIO of S. W. Mitchell Capital.

Prior to founding the firm in 2005, 
Stuart was Head of Specialist Equities at 
JO Hambro Investment Management.

Stuart started his career at Morgan 
Grenfell in 1987 where he subsequently 
became Head of European Equities.
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Fund Index

1 Month (1.76) (1.40)

YTD (9.83) (12.33)

SI 431.39 135.35

2019 35.71 26.88

2018 (17.45) (10.00)

2017 15.90 10.88

2016 (5.62) 3.22

2015 12.92 8.78

2014 5.37 7.40

2013 30.18 20.51

2012 27.09 18.09

2011 (17.22) (7.51)

2010 28.75 11.75

2009 36.15 32.55

2008 (38.19) (43.29)

2007 0.33 3.17

2006 32.42 20.18

2005 24.59 26.68

2004 10.77 12.65

2003 16.26 15.76

2002 (19.44) (30.50)

2001 (8.87) (15.26)

2000 19.85 (1.93)

1999 34.74 34.41

Company %

Edenred (0.6)

BP (0.5)

Deutsche Bank (0.5)

Intesa Sanpaolo (0.4)

Total (0.3)

Company %

Soitec 0.5

Kering 0.5

Delivery Hero 0.4

Suez 0.3

Grifols 0.2

1. Source: SWMC, FactSet 30/09/20.
2. Index: MSCI Europe.
3. All performance shown is gross of fees.
4. Performance shown is for four chain linked typical Pan European Mandates; the first from Feb 1999 

until Aug 1999, the second between Sept 1999 and Dec 2011, the third from Jan 2012 to Jan 2019, 
and the fourth from Feb 2019 to current.

5. Performance for individual months is not shown when the account was reporting on a quarterly or 
other basis. In this case performance shown for the consequent month represents the previous period 
on a cumulative basis.

6. Past performance should not be seen as an indication of future performance.
7. Figures are subject to rounding.
8. Please note that all risk metrics, other than active share, are from inception.
9. Changes in rate of exchange may cause the value of investments to fluctuate.

Portfolio construction

Sector exposureCountry exposure
Sector %

Information Technology 28.0

Consumer Discretionary 21.0

Industrials 12.1

Financials 10.9

Health Care 10.8

Energy 5.9

Consumer Staples 3.9

Materials 2.9

Market capitalisation

Number of positions Top 10 positions % Invested position % Cash %

26 51.1 95.5 4.5

Market cap %

€0-0.4bn —

€0.4-0.75bn 2.0

€0.75-1.5bn —

€1.5-7.5bn 10.8

€7.5-15bn 21.1

€15-50bn 36.3

€50bn + 25.3

Country %

France 44.9

Germany 21.2

United Kingdom 10.9

Norway 4.9

Spain 4.5

Italy 3.4

Netherlands 3.0

Denmark 2.6

Risk characteristics

Risk characteristics

Annualised alpha % 3.99

Information ratio 0.42

Beta 0.99

Up-market capture ratio % 169.96

Down-market capture ratio % 99.29

Annualised volatility % 19.38

Active share % 91.22

Tracking error %  9.40



DISCLAIMER 
This presentation has been prepared by S. W. Mitchell Capital LLP only for persons reasonably 
believed by it to qualify as Professional Clients or Eligible Counterparties under the rules of 
the Financial Conduct Authority (“FCA”), including appropriate institutional investors and 
intermediaries, to give preliminary information about the investment proposition described herein. 
It is not intended for the use of and should not be relied on by any person who would qualify as a 
Retail Client. The information contained in this presentation is subject to updating, completing, 
modification and amendment.

This is a confidential communication, only for the use of those persons to whom it is addressed and is 
for information only. It does not constitute an offer to sell investments and may not be used to make 
such an offer. Therefore no person receiving a copy of this presentation may treat it as constituting an 
offer or invitation to him to buy investments, nor may he copy it for transmission to another person. If, 
however, an offer to sell investments is made in the future, it will be subject to information circulated 
at the time in a formal prospectus or equivalent document (the “Offering Circular”) and not on the 
basis of the information contained in this presentation. Investment may only be made on the basis of 
the Offering Circular. 

It is the responsibility of every person reading this document to satisfy himself as to the full 
observance of the laws of any relevant country, including obtaining any government or other consent 
which may be required or observing any other formality which needs to be observed in that country.

Past performance is not a reliable indicator of future results and will not necessarily be repeated. The 
value of investments and the income from them may fall as well as rise and is not guaranteed. The 
investor may not get back the original amount invested. Changes in rates of exchange may cause the 
value of investments to fluctuate. 

This document is written for the benefit of the category of persons described above. It is not addressed 
to any other person and may not be used by them for any purpose whatsoever. It expresses no views as 
to the suitability of the investments described herein to the individual circumstances of any recipient. 

S. W. Mitchell Capital LLP is a limited liability partnership incorporated in England and Wales 
(number OC312953), with its registered address at Suite 3A, Princes House, 38 Jermyn Street, 
London SW1Y 6DN, United Kingdom. S. W. Mitchell Capital LLP is authorised and regulated by the 
Financial Services Authority. 

CONTACT US
S. W. Mitchell Capital LLP 
Princes House, 38 Jermyn Street, London SW1Y 6DN

swmitchellcapital.com

ALL ENQUIRIES

Nadia Manzoor

E. nadia@swmitchellcapital.com
T. +44 (0)20 7290 4517
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EXISTING CLIENTS

Andrew McCarthy

E. andrew.m@swmitchellcapital.com
T. +44 (0)20 7290 4516

Louis Wood

E. louis@swmitchellcapital.com
T. +44 (0)20 7290 4515

Investing in Danone and Adyen
We invested in Danone and Adyen last month. But before we describe these purchases we 
will review our marginal underperformance in September.
On the positive side the following shares performed well:

Kering   +10%
Soitec   +10%
Delivery Hero  +9%
Suez   +9%
Grifols   +8%

Kering acted notably well with sales developing better than expected in China and the US 
over the third quarter.
A number of our positions performed poorly over the month:

BP   -16%
Commerzbank  -14%
Edenred  -11%
Intesa   -11%
Deutsche Bank -10%

Our bank and oil investments fell as the number of COVID-19 cases begin to pick-up again 
across the world.
We purchased a new position in Danone, the world’s largest fresh dairy and plant-based 
drinks company and the number two in infant nutrition and packaged water. Sales split by 
division in 2019: 52% Essential Dairy and Plant based (EDP), 30% Specialised Nutrition 
and 18% Water. Specialised Nutrition is the most profitable business area (25% operating 
margin) making up 50% of group profit followed EDP, 35% and Water, 15%. Danone’s top 
three brands are Aptamil, Activia and Danone. Sales broke down by region: 54% Europe 
and North America and 46% rest of the world (including 10% China).
We have been presented with a rare opportunity to buy this company at a compelling 
valuation. The share price has fallen back to 2014 levels as investors have lowered their 
organic growth expectations from 4-5% to 3% following the 2019 profit warning. Sentiment 
has been depressed further with the ‘single-serve’ bottled water business suffering terribly 
over the first half of the year (-32%, H1 sales) as the pandemic took hold. The group has 
also faced €115m extra COVID related costs in the first half of the year (7% of group profit).
In our view, organic growth is likely to be somewhat faster than many analysts expect driven 
primarily by continued 15% organic growth in the plant-based drinks business (8% sales). 
Growth is especially strong in Europe where plant-based drinks have penetrated 30% of 
households compared to 45% penetration in the US.
We also believe that the Nutrition area can continue to grow at 5% per annum in the mid-
term. We believe that analysts have underestimated the ability of the highly developed 
Chinese market (25% sales) to grow at 3-5% in the future. Infant nutrition is sold like a 
luxury product in China and the ultra-premium Aptamil Platinum category is still growing 
very fast.
We are also somewhat more optimistic about the outlook for the Water segment. Whilst 
the division has suffered in the short term from 50% lower single-bottle sales in China, 
the industry should still grow at 3-5% in the future. The quality of tap water continues to 
deteriorate across the world as the increased use of pesticides demands more intensive 

water treatment. In regions like California, furthermore, there have been prolonged periods 
when there is no tap water at all. Danone are also working hard to ‘green’ the division by 
introducing recyclable PET’s.
Turning to valuation. On a simple PER basis Danone trades on 15 times prospective earnings 
compared to Unilever and Nestle which trade on 19 times and 24 times respectively. Despite 
being somewhat less profitable this appears harsh considering that Danone has grown 
sales organically at a similar rate to both groups over the past 10 years. More interestingly 
perhaps, valuing the different business areas separately suggest a valuation nearer to €83 or 
45% above the current share price.
We also invested in the global payments platform Adyen. The company offers the full 
payment stack including gateway, risk management, processing, acquiring and settlement. 
Adyen have an impressive list of clients ranging from: Microsoft, Uber and Spotify in the 
world of enterprise and digital; H&M, Subway and GAP in retail as well as the leading 
exchanges eBay, Alibaba and Etsy.
Adyen’s key competitive advantage is that they offer a common back-end infrastructure 
for authorising payments across online, mobile and in-store merchant sales channels. This 
single platform enables all transactions irrespective of channel to be similarly identified in 
the merchant’s system allowing them to have a unified view of all transactions thus giving 
shopper insights and helping to combat fraud. At the same time, the single platform allows 
shoppers to have a uniform experience across all sales channels. A further advantage of 
the standardised platform is that technology updates can be very quickly updated across 
all geographies. Adyen, for example, were the first to introduce the 3DS 2 tool to solve for 
new PSD2 regulatory requirements. Crucially the common back-office infrastructure has 
enabled industry leading 80% online payment acceptance rates. Interestingly, Adyen are 
currently introducing network tokens which may increase authorisation rates by a further 
2-6%.
Sales could grow by some 40% per annum over the next few years. Adyen’s large 
multinational or Enterprise segment should continue to grow strongly as their existing 
clients further develop their own online offering and expand into new geographies. Indeed, 
80% of growth comes from existing clients. Adyen have also been successful at adding new 
merchants. As we mentioned earlier, the company’s single, ‘Unified Commerce’, platform is 
a powerful competitive advantage which should enable market share gains. For example, 
Adyen has taken on eBay as a new customer which could add 15% to revenues in 2021. 
Adyen are also now approaching smaller companies with a simpler, ‘like a camera with an 
auto setting’, ‘Mid-market’ offering. Geographically, there also remains great opportunities 
in LatAm where credit card penetration is very low (50%) and Adyen technology is superior 
to local operators. There is also an opportunity in countries like Japan where digital 
payments remain under developed.
The business should grow at some 40-50% per annum over the next 4 to 5 years. Whilst 
expensive trading on 90 times 2022, the share remains cheaper than PayPal trading on a 
2021 growth adjusted EBITDA of 1.2 x’s versus 1.7 x’s for PayPal. The business is highly 
profitable generating a 56% EBITDA margin.

Stuart Mitchell 
Founder and Investment Manager


