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1. Covid-19. Towards normalisation

2. A long and challenging energy transition

3. The Classic Fund: EUR 515 p.s. + 27% ytd

4. The Natural Resources Fund: EUR 127 p.s. + 46% ytd

5. Energy. Triple-digit oil prices by 2023 are likely

We are facing a unique commodity cycle with exaggerated lack of supply (ESG) 
and exaggerated increase in demand (energy transition).
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Covid-19 is not over, but most economic implications are

Europe is seeing the new wave start… But UK & Israel show that vaccines work

Both UK and Israel got through a wave with record 
infections with no economic impacts:

vaccines have protected the older people, hospitals 
have not been overwhelmed, flights are re-started
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Cases, hospitalisations and deaths: the UK Case
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Inflation is clearly picking up, but we must 
separate transitory from lasting effects

Lumber Coal Baltic Dry Index Iron Ore

Natural Gas Crude oil (Brent) Copper

Source: Bloomberg
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Energy transition and investing

When thinking of the “energy transition”, investors (and citizens) must be aware of 
two facts that are going to determine how it actually happens:

. It will take much, much longer than expected.

. The current level of natural resources availability is utterly insufficient for it to 
happen.

Key message: These two widely ignored facts provide outstanding investment 
opportunities in the short and medium term (now to 5-10 years down 
the road).



8 / 68© 2021 SIA Group – www.s-i-a.ch 

Energy at the roots of wealth creation

All the wealth creation the world has seen since the industrial revolution is due to the 
increased use of energy

Fossil fuels are needed to maintain our standard of living… and increase that of 
poorer countries
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And most of it comes from fossil fuels

An essential part of this chart…. 1.8% reduction in 20 years, about 0.1% per year
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. Gigajoules per capita, 2015

. USA 295

. Japan 150

. EU 150

. China 90

. Brazil 60

. India 20

. Nigeria 5

. Ethiopia 2

Source: IEA

The underlying demand keeps growing

. Efficiency and total demand 

. From B707 (1960) to B737-800 (2010): 3 x more efficient

. Miles flown from 1960 to 2010: 0.1 tn to 5.5 tn (55 times more)

Source: Boeing, IATA
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. Primary steel 1,100 Mtn/y

. Cement 4,200 Mtn/y

. Ammonia 180 Mtn/y

. Plastics 300 Mtn/y

This represents more than 15% of 
all fossil fuel consumption (coal, 
natural gas, oil).

And when they can (wind 
electricity), they need huge 
amounts of steel and cement.

And there are many uses of fossil fuels 
that cannot be substituted for
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Need for basic resources for the transition
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The Classic Fund. Recovering from the Covid-19 

. By mid-November, the Classic Fund stands at EUR 515 per 
share +27% ytd, are slightly ahead of most indices.

. Best sectors: Technology, Energy, and Financials. Bad 
sectors: Mining and Health/Healthcare (Grifols).

. Gainers: ASML, ING, Devro, oil companies all above 50%.

. Laggards were Grifols (-15% ytd.), followed by Harbour
Energy etc., all with falls of 5-10%.
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The Classic Fund. Updated IRR: 14% & IV: EUR 735 p.s.

. Updated IV of EUR 735 p.s. and IRR of 14%, in the middle of its 
historical range (12%-16%). 2022 target at EUR 575 p.s.

. The Classic fund has made 9% a year since it was launched in 
2002, close to our 10% target. 10% implies a x2 of the 
investment every 7 years, x4 every 14, and x8 every 21. 

. We are long-term investors (the SIA team is heavily invested) 
and seek to take advantage of the "magic of compounding”.

Could we aim higher and try to achieve a 20% annual return? Clearly, we could. 
But we would have to raise the risk to a level not compliant with the basic 
definition of investing: capital protection plus decent return.
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Long Term Investment Fund Classic since inception (20 years)
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Long-term performance of the LTIF Classic

LTIF Classic vs. Value Peers
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Half the Classic Fund is in 10 names

LTIF Classic Top10 Holdings  

ING Groep NV  7,2% 

Grifols SA   5,6% 

Heidelberg Cement AG  5,4% 

Cenovus Energy Inc.  5,4% 

ISS A/S   5,1% 

Thales SA   4,9% 

Sodexo SA   4,5% 

Suncor Energy Inc.  4,2% 

Devro Plc   4,2% 

Henkel AG & Co  4,1% 

TOTAL    50,6% 

 

Business quality
(franchise, returns),

Good management team
(shareholder value)

Clear strategy (marginal 
return, reinvestment, 
free cash flow to 
investors)

Concentrated but well diversified
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Heidelberg Cement. Cement is a profitable sector

➢ The main idea behind our investment in HEI is the 
management change in 2020 and the renewed strategy.

➢ Cement is a good business: despite its cyclicality (follows 
construction and GDP), it ends up adopting an oligopolistic 
structure capable of generating double digit returns and 
strong free cash flow.

➢ The problem has been that cement company managers have 
used this cash accumulation for value-destroying 
acquisitions. HEI bought Hanson (2007) and Italcementi 
(2016).
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The new management team led by Dominik von Achten is 
doing the right thing, having set the following strategic targets:

1) Improving margins and profitability

2) Selling non-strategic assets. Buying bolt-on’s

3) Improving the balance sheet

4) Completing the digital transition

5) Accelerating the company’s decarbonization

6) Returning excess cash flow to shareholders

Heidelberg Cement. Management Change
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Heidelberg Cement. Not a dirty business

➢ Cement has a very negative narrative due to the energy 
transition and decarbonization, which will certainly force HEI 
to raise expenses/investments.

➢ We think the ESG narrative is not fair:

1) It is just as important to invest in polluting sectors to cut their 
emissions as it is to invest directly in “green assets”. 

2) As a sector with a local-oligopolistic structure, capex and extra 
costs will be passed on to the end consumer.

3) HEI is one of the ESG/decarbonization leaders within the building 
materials business.

➢ Several national infrastructure plans will follow the Covid-19 
crisis, requiring a great deal of different commodities, 
including cement and concrete. 
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Heidelberg Cement. Extremely cheap

➢ HEI will generate an EBITDA of EUR 4 bn in 21. Multiplied by the 
historical industry average multiple of 8x, equals an EV of EUR 
32bn, an equity value of EUR 21 bn or EUR 105 p.s. 

➢ Note that in cyclical upturns, the cement sector usually averages 
10x EBITDA. This means EUR 145 p.s.

HEI recently sold some non-strategic assets in California for $ 2.3 billion 
(solving the high leverage) at an EV/EBITDA of more than 15x
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➢ We jumped in the stock in 2017, averaged down for 3 years

➢ We think we made 2 main mistakes:  

1) Underestimated/missed the company’s internal damage after years 
of mismanagement

2) Pandora's dependence on its commercial success (charms & 
moments)

➢ The stock is not a quiet one with lows in 2011 to DKK 30 p.s., 
highs of DKK 1000 in 2016 (x33), down to DKK 200 in 2020 (-
80%) and up to DKK 900 in Nov-21 (x4)

Pandora. Averaging down for 3 years



24 / 68© 2021 SIA Group – www.s-i-a.ch 

➢ Our strategic analysis was correct: strong barriers to entry. 
Scale/cost advantage, switching costs (platforms & charms), 
and network effect (commercial, brand, and fashion).

➢ The new management (2019) rebuilt the company 
(2019/2020) and the co. had a great recovery. Now trading 
at >900 DKK p.s., with a very good net return to us.

➢ We are strongly aligned with the new management, still 
invested in the company, and surprised that no one is asking 
us about Pandora anymore. 

Pandora. The strategic analysis has proven to be correct

Should you ask us about Pandora now, the response will be “all good”. 
A correct strategic analysis was the key.
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The Natural Resources Fund

➢ The LTIF NR Fund is also having a very good year with a +46% 
by mid-November (EUR 127 p.s.) outperforming most indices.

➢ This is just the beginning, as we are convinced that we are 
entering a new commodity super-cycle, usually of long 
duration due to the difficulty of developing new supply. 

➢ Overlapping of 2 cycles, the normal commodity/capex cycle 
(after 10 years of underinvestment) and the capex needs 
stemming from the energy transition.

The best performing sector in 2021 has been energy (+50%) followed by 
mining (+30%).
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Sector breakdown LTIF NR (as of 29th October 2021)

38%

11%16%

8%

11%

11%

5%

LTIF Natural Resources (adj. weightings)

Oil Gas Copper Nickel Uranium Salmon Cement

Oil 38%

Gas 11%

Copper 16%

Nickel 8%

Uranium 11%

Salmon 11%

Cement 5%



28 / 68© 2021 SIA Group – www.s-i-a.ch 

The NR Fund: IV of EUR 172. IRR: 14%

➢ The NR Fund’s updated IRR is currently 14%, with an intrinsic 
value of EUR 172 p.s. at convergence or mid-cycle valuation. 

➢ However, as previous commodity cycles have shown, the 
market does not tend to stop at mid-cycle valuations, but 
goes from one extreme to another, like a pendulum. 

➢ At the March 2020 lows when the stock market was 
anticipating a global economic recession, the fund briefly 
touched a NAV of EUR 50 p.s. or 70% below our IV.

Should we apply this 70% to the positive end, we could go to EUR 275 per 
share (2.3x the current NAV). 
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➢ TIER 1 assets and reserves of size and quality

➢ Good management teams

➢ Low risk geographies (LatAm vs Africa)

➢ Keep an eye on valuations: mid-cycle valuations

➢ We do not normally invest in oil majors or mining 
majors

LTIF NR. Adding value
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LTIF NR. Adding value. The Investment Cycle

Exploration

Discovery

Decision to move into 
production

Announcement of 
financing, dillution, 
hedging

Cost overrun

Permitting problems

Delays

Investors throw the towel

Bank hike debt costs

Spent $ can be bought for 
Cents

Cashflow starts kicking in

Debt is being reduced

Dividends are being 
announced

Production 
fades

Expansion is 
needed

Going 
underground

New pits
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Mining is about scale, grade and mine life
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SIA strategy: Own the world’s best assets

Cigar Lake
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SIA strategy: Own the world’s best assets
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SIA strategy: Own the world’s best assets
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When bullish on something,  let’s buy a «something» stock!
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Cashflow or sentiment?
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Cashflow comes from proven reserves and built mines
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According to JORC?
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Marketing presentations, JORC?
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Year of discovery/start production/LoM
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A sidnote (but important...): All resources converted
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Cobre Panama
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Price tag 7 billion. Or a “bit” more?
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Replacement value?
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2 new Bingham Canyon and co needed every year…
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Biggest movement of material done by men…



47 / 68© 2021 SIA Group – www.s-i-a.ch 

Capex inflation? Supply chains? Technology
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Better buy it early…
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The Green Paradox

➢ Capital (expenditure) running away from fossil fuels, 
mining, cement, and CO2-emitting industries, despite 
we still have decades of dependence on fossil fuels and 
“traditional industries”. 

➢ Capital is moving towards renewable energies and non-
polluting industries, but this transition is slow and will 
take decades. The scale is massive (>50 USD trillion 
capex) and the change of the global generation mix. 

We call this the "green paradox": to become greener, capital must keep 
investing into fossil fuels and traditional/polluting industries (to meet short 
and MT demand and to cut their emissions).
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The Green Paradox: some proposals from SIA

➢ Move from coal to gas. 
Gas should be considered 
“clean”

➢ Do not demonize Co2 
emitting industries. Help 
them to decarbonize 

➢ We need nuclear. Does 
not emit Co2

➢ Keep promoting 
renewables, and energy-
storage R&D at all levels 

➢ Need a global Co2 pricing 
mechanism and CCS 
infrastructures

➢ Stop deforestation and 
promote tree planting all 
over the world

➢ Financial support to 
developing countries

➢ Change consumer 
behaviour. Higher energy 
prices
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Oil spare capacity is coming to an end
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Deficit in case of everything going well

▪ Spare capacity will be 
gone by 22 (OPEC back)

▪ New projects can add 
3-4m b/d

▪ Shale oil could add 2-
3m b/d more

▪ Iran can add 1-2m b/d 
more

▪ Deficit in sight
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We need 20m b/d from 2022 to 2030

Source: Wood Mackenzie

▪ 7mn b/d from demand

▪ 15mn b/d from declines

▪ There is a huge 20m b/d 
supply gap

▪ We need Incentive prices 
(80$+ and stability) to 
see increased capex
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The next 25 m b/d

Source: Wood Mackenzie
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➢ Crude supply is constrained by depletion/decline, reduced 
spending since 2013 and a regime change in the sector

➢ Demand is sticky and not expected to peak in the 2020’s 
(spare capacity will disappear in 2022)

➢ We need 20mn bbl./d new production to meet the 2022-30 
needs and around $ 600bn capex. Need higher and stable oil 
prices. Incentive >80$

❑ Problem 1. How to get these funds when the narrative is 
so negative?

❑ Problem 2: demand is inelastic. New supply will take 
years to come. Prices are the balancing factor

Conclusion: a long up-cycle, similar to 2003-14

Oil prices must go to incentive (80$+) to support higher capex. A deficit usually 
leads to much higher prices (120 $+)
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MXWO ENERGY 184 
2020 2021 2022

EPS @ 6,12 16,4 16,4
Historial Mean 16x 98 262 262 

Hist. Peak 20x 122 328 328 
Hist. Trough 10x 61 164 164 

BPS @ 110 113,5 120,5

Hist. Mean 2x 220 227 241 
Hist. Peak 3x 330 341 362 

Hist. Trough 1x 110 114 121 

RoE 5,6% 14,4% 13,6%

Theoretical P/B 2,6 2,4 

Index Fair Value 297 290 

PER 22 11,2

P/Book 22 1,5
ROE 22 13,6%

Source: Bloomberg data & SIA Funds

The sector trades at extremely depressed levels

➢ The sector has massively 
underperformed most 
Indices since 2013

➢ 10Y MSCI ($) is up 225% 
(x 3.25) and the MSCI 
Energy Index is down 3%

➢ PER22 11x and P/B22 of 
1,5x, with FCF yields in 
the 15% area
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The sector trades at trough levels

Source: JPM
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➢ Well positioned for a LT cycle driven by 10 years of 
underinvestment and the energy transition

➢ 2 cycles in parallel. Possibly more than a decade. 
1) Energy with reduced supply and sticky demand. 

2) Miners with reduced supply and accelerating demand.

➢ Low valuation in energy and around mid-cycle in 
mining. It is early days and the cycle has only 
started.

➢ Inflation protection

LTIF Natural Resources. Conclusion
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Adding Value. Going beyond the obvious can be very profitable
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MSCI World /MSCI Mining, long trends are turning....  
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MSCI World /MSCI Energy, long trends are turning....  
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LTIF NR vs Benchmark very strong in positive markets
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LTIF NR vs Benchmark very strong in positive markets
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. Daily liquidity, cut-off time previous day at 4:00 pm CET

. Performance fees are assessed and paid yearly, subject to High Water Marks and Hurdle Rates

Long Term Investment Fund (SIA) structure

Compartments LTIF Classic Series

Investment style Long-only

Management fee 1.5% pa

Performance fee 15% (HWM and Hurdle Rate)

Currency EUR CHF USD EUR

ISIN number LU0244071956 LU0301246772 LU0301247077 LU1449969846

Telekurs valor 2'432'569 3'101'817 3'101'820 33'180'015

Bloomberg ticker LTIFCLA LX LTIFCLC LX LTIFCLU LX LTIFCLD LX

Distribution reinvested reinvested reinvested distributed

Compartments LTIF Natural Resources

Investment style

Management fee

Performance fee

Currency EUR CHF USD

ISIN number LU0244072335 LU0301246939 LU0301247234

Telekurs valor 2'432'575 3'101'836 3'101'839

Bloomberg ticker LTIFGEV LX LTIFGEC LX LTIFGEU LX

Distribution reinvested reinvested reinvested

 

1.5% pa 

15% (HWM) 
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Long Term Investment Fund 

. 15, avenue J.F. Kennedy

. L-1855 Luxembourg 

. Grand Duchy of Luxembourg

SIA Funds AG

. Alpenblickstrasse 25

. 8853 Lachen

. Switzerland

. Tel: +41 55 617 28 70

. Fax: +41 55 617 28 71

. website: www.s-i-a.ch

. e-mail: info@s-i-a.ch

Contacts

http://www.s-i-a.ch/
mailto:info@s-i-a.ch
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LTIF (SIA) Classic and Natural Resources

. Performance up to 31.05.06 is that of the BVI-based LTIF, of which the LTIF Luxembourg is an identical successor. Previous

performance is audited by Ernst & Young. Past performance is neither a guarantee nor a reliable indicator of future results.

Performance data does not include the commissions and fees charged at the time of subscribing for or redeeming shares. This

information has been furnished to you upon request and solely for your information and may not be reproduced or redistributed

to any other person. It is not intended as an offer or solicitation with respect to the purchase or sale of shares of the Sicav. Neither

the Central Administration Agent nor the Investment Manager assume any liability in the case of incorrectly reported or

incomplete information. Please be aware that investment funds involve investment risks, including the possible loss of the

principal amount invested. For a detailed description of the risks in relation to each share in the investment fund, please see the

latest version of the prospectus, simplified prospectus, annual and semi-annual reports, which may solely be relied upon as the

basis for investment decisions; these documents are available on www.s-i-a.ch or from the Central Administration Agent

FundPartner Solutions (Europe) SA, 15A, avenue J.F. Kennedy, L - 1855 Luxembourg. LTIF Classic and Natural Resources (previously

Global Energy Value) were approved for distribution in and from Switzerland by the Swiss Financial Market Supervisory Authority

(FINMA) according to Art. 19 al. 1 of the Collective Investment Schemes Act, paying agent is Banque Pictet & Cie SA, Route des

Acacias 60, 1211 Geneva 73, Switzerland. Legal representative in Switzerland is FundPartner Solutions (Suisse) SA, Route des

Acacias 60, 1211 Geneva 73, Switzerland; notified to the Austrian Finanzmarktaufsicht according to §36 of the Investment Funds

Act; authorised in France by the Autorité des Marchés Financiers (AMF) pursuant to Art. 411-58 of the AMF General Regulation;

authorised by the German Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) according to §132 of the Investment Act;

authorised in Italy by the Bank of Italy and the CONSOB according to Article 42 of Legislative Decree no. 58 of 24 February 1998;

registered in the register of foreign collective investment schemes commercialized in Spain by the Comisión Nacional del Mercado

de Valores (CNMV) pursuant to Art. 15 of the Law on Collective Investment Vehicles; recognised in the United Kingdom by the

Financial Services Authority (FSA) as a recognised scheme within the meaning of Section 264 of the Financial Services and Markets

Act 2000.

Disclaimer

http://www.s-i-a.ch/

