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       Antwerp, March 31st, 2022 
 
 
Dear friends, 
 
 
 
Our last letter ended with the message that investors generally should not worry too much about 
risks that are well-known to everyone. The reason is that millions of investors possess precisely 
the same information and have already taken action. The news has already been fully 
incorporated into market prices. Instead, we wrote that the real risk would come from 
unexpected events that were not yet discounted by the financial markets.  
 
The ink was barely dry on the last letter when Russia’s unexpected invasion of Ukraine took 
place. The direst consequences are clearly on the humanitarian side, and our thoughts go out to 
the people suffering. As to the markets, reactions were swift. European stocks lost no less than 
20%, while their U.S. counterparts ‘only’ went down by 10% in euro terms. At the end of the 
quarter, Europe has lost 8% and the U.S. 3%, again in euro terms. After a stellar 2021, when 
global equity markets rose by more than 25%, these losses remain acceptable and have not 
inflicted much financial harm.   
 
The invasion has accelerated an inflationary trend that had started some time ago. Suddenly, we 
are confronted with inflation levels that remind us of the ‘70s. In Europe, the central bank has 
not raised rates yet, but 10-year rates have increased from 0,2% at the start of the year to 
1,05% today. In the U.S., the Federal Reserve has raised short-term rates in addition to long-
term rates rising from 1,5% to 2,4%. However, these levels remain well below the historical norm, 
demonstrating that the market is not entirely convinced that higher inflation is here to stay.  
 
In the meantime, we are seeing real rates (nominal interest rates minus inflation) of -6%, a level 
that has been unseen in the past. Usually, nominal interest rates are superior to inflation, 
providing savers with a real return to grow their wealth after inflation without taking risks. At 
today’s pace, savers quickly lose purchasing power meaningfully, inducing them to take risks to 
preserve wealth in real terms.  
 
The best way to fight inflation is to be a shareholder of good quality companies. The stock 
market has generated 6,5% return annually after inflation for over 100 years. This is equivalent 
to doubling your purchasing power every ten years. No other asset class can claim such a track 
record over long periods. The difficulty is, of course, that there can be extended periods of lower 
returns, meaning one can only invest with money not needed in the short to medium term.  
 



 
 

It is much less talked about in the media, but one of the consequences of the rise in rates is that 
bonds have just witnessed one of their worst quarters in multiple decades, suffering a decline of 
no less than -6%. Bonds are usually considered to be safer than equities, providing comfort and 
a stabilizing factor in more challenging times. Yet, they have lost just as much or sometimes 
even more than stocks this time around. For some time now, fixed income has been mocked for 
no longer providing ‘return without risk’ but rather ‘risk without return’. Luckily, our MercLin 
Patrimonium fund holds a bond portfolio characterized by extremely short duration and has thus 
not suffered as much from the rise in rates. Moreover, apart from bonds, the fund held close to 
10% in cash, a partial hedge on the rise in rates and 7% in gold, which has gained 7% in euro 
terms since the start of the year. Combining these factors has allowed our Patrimonium fund to 
withstand the first quarter relatively well.  
 
The good news is that we do not have any direct investments in either Russia or Ukraine. 
Unfortunately, we are affected indirectly as some of the multinationals that we hold sell their 
products in these regions: Adidas, Inditex, AB InBev, LVMH, Microsoft, … The most important 
thing is that the exposure is marginal, taking the portfolio as a whole. Today’s environment 
again shows us that having your wealth diversified across a balanced portfolio of 40-50 global 
companies, active in different geographies and sectors, is a wonderful luxury that only the stock 
market can provide. Every crisis will hurt specific sectors and destroy the wealth of certain 
families with it. A diversified portfolio is there to withstand and absorb these shocks.  
 
We follow the companies we own very closely and are highly enthusiastic about the results they 
have published for 2021, the commentary of their management teams and their long-term 
ambitions. If we add that today our portfolio trades at a 20% discount versus its 5-year historical 
average, we can only be optimistic and ambitious about the development of our capital in the 
long run.  
 
 
Happy Easter! 
 
 
 

  
 
 
 
 
 
 
 
 
 
 
 
 
 

P.S.: Fund factsheets attached to this letter 


