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We invest in winners. This means we invest
in strong companies that create value for
their shareholders with sustainable business
models, solid balance sheets and high mar-
gins. We keep the risks low and invest when
our position is fuelled by a positive event. We
refer to that as the combination of value and
event.

FEMSA Convertible Bond 2023 (26)

A money market substitute bond is for us a
liquid government or corporate bond of excel-
lent credit quality, with a short remaining
maturity (potentially close to the pull-to-par
phase) and is therefore not subject to any
significant interest rate risk. They provide
stability to the fund. At the same time, we
maintain a certain flexibility to seize oppor-
tunities whenever our yield criteria of 10%
p.a. for equities and 6% p.a. for long-term
bonds are met. In addition, these bonds gen-
erate a yield exceeding the reference rate of
the European Central Bank (Euro Short-Term
Rate (€STR)), which currently stands at 1.9%.
This rate serves as the basis for the custodian
bank interest on the fund’s liquidity. In con-
trast, our strategic bond allocation currently
yields an average duration-weighted return of
3.7%, with a remaining maturity of only 1.1
years and a very good credit rating of AA-.

We recently acquired a bond issued by the
Mexican conglomerate Fomento Economico
Mexicano, S.A.B. de C.V. (FEMSA) - it fits our
strategic allocation to money market substi-
tute bonds perfectly. The company’s history
dates back to 1890. Today, with 389,000 em-
ployees, revenues of USD 37 billion, and an
operating profit of USD 3 billion, it is one of
the most significant Latin American compa-
nies. It operates in the fields of convenience
stores, petrol stations and service stations,
payment and banking services, pharmacies,

and as a beverage bottler for Coca-Cola. Mil-
lions of people use and consume its products
and services daily. The high equity ratio of
45% underscores the strength of this family-
run enterprise, which has been listed on the
US stock exchange since 1998. This sparked
our interest in a convertible bond issued in
2023 with a volume of EUR 500 million. The
minimum denomination amounts to EUR
100,000. The conversion option is far out of
the money, meaning that the bond will ma-
ture at its nominal value of 100% in cash on 24
February 2026. Originally, the conversion
option was based on Heineken shares, which,
however, were fully sold by May 2025. This
sale was the final step in the divestment of
FEMSA’s own brewing business, which it had
exchanged in 2010 for a 20% stake in Hei-
neken. The coupon of our bond is 2.625%,
with annual payment. A reduction in nominal
value or an interest default in the event of a
loss year is contractually excluded under the
prospectus. The rating assigned by Standard &
Poor’s (BBB+) attests to good credit quality
(investment grade). We acquired the bond
below par. The annualised yield amounts to
2.7% with a short remaining maturity of five
months. Comparable euro-denominated bonds
with a similar maturity and credit ratings
offer yields 60 basis points lower. We were
pleased to include this security in our portfo-
lio.
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