Performance

Full Year 2019

SINGULARITY PERFORMANCE - A Strong Start and a Fantastic Finish
NASDAQ SINGULARITY INDEX NSI (NQ2045) VS. BENCHMARKS:
For 2019, the Nasdaq Singularity Index (NSI, NQ2045N) posted a return of +33.3% amidst
a raging bull market, outperforming the MSCI AC World Index (MSCI ACWI) which was up +26.6%
by a solid margin. The year turned out to be fruitious for global equity markets with indices up
strongly across the board in local currency terms: S&P 500 +30.7%, SMI +30.2%, MSCI Europe
+26.0%, MSCI AC Asia Pacific +19.4%.
Chart 1: Full-Year Performance: Dec 31 2018 - Dec 31 2019

US markets did particularly well on a relative basis. The S&P 500 largely benefited from a surge
in the information technology and communication services sectors. The Big Four tech companies
(Apple, Amazon, Google, Microsoft) lead the proverbial charge with an average return of close
to +50%. Notably, the NSI, which is broadly diversified by country, conventional sectors
and market capitalization, outperformed the S&P 500 over the year with significantly less
exposure to US companies and the traditional poster child tech names, thus providing a
differentiated return stream.
Since December 21, 2019, the NSI has a full two year track record which merits some
interesting observations. While 2018 demonstrated the index’s relative resilience on a full-year
basis closing the year down -4.3% and outperforming the MSCI ACWI by more than 5 percentage
points, 2019 was a testament to its ability to strongly participate in an upside rally. The NSI
was up in 97% of all positive weeks for the MSCI ACWI and managed to close in positive territory in
11% of the weeks the reference index was down. While the MSCI ACWI gained +1,4% on average
during positive weeks (58% of times) and lost an average of -1,5% during negative weeks (42%
of times), the NSI posted +1,7% (61% of times) and -1,7% (39% of times) respectively, resulting
in a superior slugging percentage. A globally diversified long-only stock portfolio such as the NSI
will naturally always be correlated to broader market indices to some extent. However, we firmly
believe that our index provides a better forward-looking portfolio with the potential to outperform
the markets in the long run. While the strategy is not immune to periods of underperformance, we
trust in our investment process which seeks to continuously screen the global equity universe for
tomorrow’s winners based on proven applications of exponential technologies.
Chart Sources: FactSet
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Chart 2: Two-Year Performance: Dec 29 2017 - Dec 31 2019

The Singularity Fund closed out 2019 with a solid +28.1% for the D1 share class. While the valuation
filter protected the portfolio well during the downturn in the fourth quarter of 2018, value as a factor
continued its long-term underperformance (over 10 years now) over the past year and proved to be a
less favorable factor to performance relative to the NSI. The quality filter had a positive effect in 2018’s
correction but the overall impact since inception has been rather small so far. Since inception on
October 1st, 2018 the fund gained +10.7% vs. a net total return performance for the NSI of +11.7%.
Chart 3: Performance Singularity Fund - since Launch

SINGULARITY SECTORS
Top performing sectors in absolute terms in 2019 were Virtual/Augmented Reality (+54.1%)
and Blockchain (+46.6%), followed by IoT (+41.1%) and Big Data (39.7%). The biggest performance
attributions came from Big Data (+9.1%), IoT (+6.0%), Space (+3.4%) and Bioinformatics (+2.6%).
Neuroscience (+12.2%), 2018’s second best performing sector, was 2019’s laggard. New
Energy (+16.4%) and Nanotechnology (17.0%) were among the bottom performers for the year.
Chart Sources: FactSet
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SINGULARITY STOCKS
The NSI’s best performing stock in 2019 was Advanced Micro Devices (AMD; +148.4%). AMD
develops CPU and GPU technologies that first and foremost enable realistic VR & AR experiences.
They also power infrastructure and cloud solutions, and make blockchain transactions increasingly
faster and more secure. The second best stock was a contributor to Big Data, Magazine Luiza
(MGLU3, +105.0%), a Brazilian multichannel retail platform company which develops big data,
machine learning, and other technologies to remove friction from the retail process. The application
of these technologies has enabled the exponential growth of virtual retail in particular through
an optimized customer centricity approach: better knowing its customers, optimizing customer
loyalty, and thus generating financial revenue. The biggest performance attributions came from
Taiwan Semiconductor Manufacturing (TSM, +1.4%), Nvidia (NVDA, +1.2%), and Microsoft
(+1.2%). The latter continued to add capitalizing on the strong usage growth rates of Azure, its
flagship cloud offering.
Sage Therapeutics (SAGE; -57.0%) was the worst performer in the NSI portfolio in absolute terms.
The company develops treatments for central nervous system disorders such as schizophrenia,
major depressive disorders (MDD), pain, and traumatic brain injury conditions. Shares dropped
more than 60% in December following a negative readout on its Phase 3 study with regards to one
of its MDD drugs. The largest negative performance contributor was DuPont (DD, -0.2%). The
spinoffs of the material-science unit Dow Inc and agricultural-sciences unit Corteva Agriscience
led to a repricing of its market valuation. This, coupled with uncertainties around an ongoing
lawsuit concerning its old fluoropolymer products it sold to Chemours, overshadowed an otherwise
promising business mix of agriculture, materials science, and specialty products.
Chart 4: Histogram of Full-Year Returns for Stocks in the NSI

Chart 4 shows that 86% of all stocks in the NSI contributed positively to overall performance with a
median stock return of 20.6%. Dividing all stocks in the index into quintiles by average weight, the
top quintile contributed 74% of total index return or approximately +25% in performance terms,
while the top two quintiles accounted for close to 90% of the total return. The fifth quintile was also
positive with a contribution of more than 1 percentage point.
Chart Sources: Bloomberg, TSG, Factset
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SINGULARITY EXPOSURES - Investing in Tech Outside of Tech
Investing in tech stocks has undoubtedly produced great results over the past years. But as we
know, technological innovation also happens largely outside of the tech sector which is easily
missed if you don’t look closely - or worse, don’t know what to look for. As shown in Table 1, per
end 2019, 62% of NSI’s exposure is invested outside of the tech sector. Zooming in on
our 12 Singularity Sectors reveals that the majority of exponential technologies (approx.
75%) find their applications outside of tech. In Artificial Intelligence, for instance, 88% of
the index’s exposure comes from non-tech sectors such as financials, industrials or health care.
Table 1: Proportion of Singularity Sector Exposure Outside of Tech

Our investment process identifies applied exponential technologies by screening for relevant
revenue reporting lines on the most granular sub-industry level of the FactSet Revere RBICS
Revenue database. This results in a Singularity % Score for each company based on the proportion
of revenues coming from such areas of exponential innovation. Chart 5 looks at the average score
per sector, irrespective of companies’ weights within sectors. These scores are dynamic, based
on our assessment of which technologies are relevant for inclusion at each point in time and where
these technologies stand on their own respective development timelines. The sectors with the
largest scores at the end of the year were Internet of Things, Artificial Intelligence, and Robotics.
Nanotechnology, Blockchain, and New Energy range on the lower end between 26% and 37%.

Chart Sources: TSG, FactSet
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Chart 5: Average Singularity % Score per Sector

Chart 6: Average Singularity % Score per Conventional Sector

Chart 6 shows the same analysis as above - but this time grouped by the conventional GICS
industry classification. Unsurprisingly, Information Technology shows up on top of the list, whereas
Industrials and Consumer Discretionary are less obvious. Companies in Consumer Staples and
Energy currently have the lowest scores.

SUSTAINABILITY UPDATE - ESG Profile vs MSCI ACWI
One of the most important projects we want to tackle this year, focuses on the topic
of Environmental, Social, and Governace (ESG). ESG, Sustainability and SDG are definitely
among the top buzzwords of 2019. The general trend of investors and investment managers alike
towards a sustainable investment approach is commendable and has gained traction on a global
basis. We too are convinced that directing capital towards companies that act responsibly or vow
to genuinely improve when it comes to environmental, social and corporate governance matters, is
the right way to go. By now, we also seem past the point where investors believe that performance
and sustainable investing pose a trade-off. The investment approaches followed in this respect
take many different shapes and forms. Unfortunately, it doesn’t go unnoticed that a lot of nonsense
is happening around issues such as Greenwashing. Simply calling something sustainable doesn’t
make it sustainable. So as always - caveat emptor!
Chart Sources: TSG, FactSet
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So far, our investment process has not pro-actively taken ESG criteria into account. Not because
we think it’s unimportant but simply because our focus has purely been on making applied
exponential technologies investable. We plan to change this going forward. As a first step, we
need to properly measure the current exposure of the NSI with respect to ESG criteria,
controversies and international norms, business involvement, as well as sustainable
impact themes (SDG). As a second step, we will decide on the right course of action for us to strike a
balance between getting exposure to relevant technologies and acting responsibly and sustainably.
We have recently commissioned a report based on major ESG data providers including
MSCI, ISS, Thomson Reuters and Climetrics. As a starting point, we’ve compared the NSI
with the MSCI AC World as the base. Our preliminary findings show a superior ESG profile for the
Nasdaq Singularity Index vs the benchmark MSCI ACWI. This applies both, to ESG as well as to
Sustainable Impact ratings. The report has an ESG data coverage of 99.4% and 99.7% for the NSI
and the benchmark respectively. We will follow up, these findings in a separate, more detailed report.
Chart 7: ESG Summary of the Nasdaq Singularity Index Portfolio

BUSINESS UPDATE - Our Family is Growing!
We’re kicking off 2020 by welcoming three new members to the team.
Gregory Hung has joined us as our Chief Investment Officer (CIO), and will explore further
ways to make applied innovation investible. His expertise is based on a 15-year career in institutional
asset management and complements our current team’s skill set. Previously, he was Senior
Portfolio Manager and Deputy Head Alternative Investments at Swisscanto Invest where he was
responsible for Liquid Alternatives including hedge fund and cross-asset alternative risk premia
(ARP) solutions. Before that, he worked for UBS Global Asset Management as a Hedge Fund
Analyst and Portfolio Manager. We look forward to his inputs in the continuous optimization of our
funnel and methodology given his experience in the area of portfolio management/construction as
well as his expertise in stock analysis and the development of investment strategies.

Chart Sources: CSSP, MSCI
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Katharina Boehringer is our Chief Communications Officer (CCO) and will make sure that
our messages get heard. She’s a communications expert specialized in digital marketing and
content strategy, content creation, campaigning, public relations, consulting, journalism and
copywriting. She’s a creative mind, strategic thinker and dedicated copywriter who has gathered
a unique blend of experience spanning a 15 year career. She built and led the content creation
and PR department of premium sportswear brand KJUS where she shaped the brand image,
tonality and storytelling approach. She spearheaded international campaigns from ideation to
implementation for different channels (on-, offline, POS) and evaluation. Prior to that, she was a
PR consultant in the healthcare sector and has worked as a journalist since 2002 for publications
such as Frankfurter Rundschau and sueddeutsche.de. Before joining the Singularity Group, she
was the Head of Marketing for fintech startup Advanon.
Béla von Mérey will help us master the stream of data as our Business Analyst Intern.
He is currently working on his Master degree at University of St.Gallen (HSG). Before joining us, he
was an Analyst Trainee at HSZ Group in Hong Kong, in Business Development for Merisana AG
and Teralytics. During his studies, he became part of the production and screenwriter team for SRF
sitcom “Vier Wänd”, which led to co-founding MTM Collective GmbH, a video production company.
We are thrilled to have everybody on board and look forward to an exciting year! We
would like to thank everyone who has supported us along the way. Your commitment is
very much appreciated!

COMMUNICATIONS REVIEW - Exclusive Coverage and Personal Approach
In 2019, we made the news 25 times in the German speaking market, with the majority of
coverage in renowned print media such as NZZ am Sonntag, Börsenzeitung, or Handelsblatt. We
held six own events and partnered with the Singularity University to bring the first Exponential
Finance Summit to Zurich.

WHAT’S NEXT - Watch out for our First Whitepaper and Events
This year, our activities and offers for you will mainly revolve around our sustainability/ESG project
(see above). We are currently researching on our first Whitepaper, in which we take a deep dive
into Europe’s economic landscape by exploring how “green” it has become and to which
extent applied exponential technologies contribute to a company’s sustainability goals.
Along with the publication of the Whitepaper, you will have the opportunity to engage with experts
on the matter in person at one of our events. Please stay tuned, we will notify you as soon
as we fixed the dates.
In the meantime, watch out for new content such as videos and blog posts - which will get
you up to speed with anything singularity, and also shines a light on how technologies have already
helped to change the old economy to the better by bringing both, circular/greener processes and
performance. Or in short: How “tech outside tech” shapes - and improves - industries as well as
the world we live in today.
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— Contact Us

Obere Zäune 16,
8001 Zürich, Switzerland

info@singularity-group.com
www.singularity-group.com

