
 

 

  

WEEK IN REVIEW 
9/24/2021 
It certainly was an exciting week.  The Evergrande news 
sent the S&P 500 index tumbling 1.7% on Monday, and 
then the index spent much of the week recovering to 
finish 0.50% higher than the prior Friday’s close.  Bonds 
also showed some additional volatility. 
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Q2 2022 GLOBAL EQUITY 
INVESTOR LETTER 

Dear Fellow Investors, 
 
For the second quarter of 2022 the two City Different 
Investments global equity strategies (Focused Global, 
with 10-15 holdings; and Global, with 20-25 holdings) 
produced results that underperformed relevant 
benchmarks. Since our inception at the beginning of 
this year, markets have posted their sharpest first-half 
declines of the past 50 years; Focused Global returned  
-26.30% and Global Equity returned -26.27%, versus 
the benchmark return of -15.66% in Q2 2022. 
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Although we maintain a long-term outlook for these strategies, this was nevertheless a disappointing 
quarter. The strategies lagged the markets primarily due to pronounced weakness in our growth or tech-
related holdings such as Skyworks Solutions and Upstart Holdings, discussed more below. 
 
Recall that the City Different Global strategies are focused portfolios of long-only equities selected on a 
global basis, that we believe offer attractive long-term investment potential. 
 
 

NET PERFORMANCE a s  o f  J u n e  3 0 ,  2 0 2 2  Q2 2022 YTD 2022 Since Inception 

Focused Global Equity -26.30% -26.02% -26.02% 

Global Equity  -26.27% -28.01% -28.01% 

MSCI ACWI -15.66% -20.18% -20.18% 

Inception date of the strategy is January 1, 2022. See important disclosures on page 4. 

 
MARKET DYNAMI CS 
 
Three months ago, we mentioned that due to inflation and other factors, Q1 was the worst quarter for 
stocks since the COVID crash of 2020. The same pressures accelerated in Q2, and all the major equity 
benchmarks, including the S&P 500 and MSCI ACWI, were down more than 15%. The S&P 500 closed out 
the worst first half of the year since 1970. The main culprit, of course, is rising interest rates and the reality 
that central banks worldwide are behind the curve in fighting inflation and will now have to tighten (raise 
reference rates) more than previously expected. This has the market worried about a recession; consumer 
confidence in many countries is now even lower than in the early days of the COVID pandemic, and “real-
time” economic indicators of everything from housing activity to manufacturing suggest that economic 
growth is slowing sharply. 
 
But there is a silver lining here: the expectation of a recession produces low share prices, and equity 
investors historically have done very well by investing during these periods. Moreover, the market rarely 
posts consecutive years of declines (the last time for the S&P 500 was 20 years ago (2000-2002), and 
before that in 1973-1974). 
 
Defense, agriculture, and energy have been pockets of strength amidst this backdrop. In particular, 
commodity companies are benefitting from ongoing supply disruptions, the war in Ukraine, and the 
previous years of underinvestment in extractive industries. The reduction in Capex (in industries like oil 
and gas and mining) and long project lead times mean that supply continues to be constrained even as 
demand recovers post-Covid. Some of our investments, like Golar LNG, which we discussed last quarter, 
are exposed to this dynamic in the economy. For an update on Golar and our view of the natural gas 
industry, please see this interview we did with Value Investor Insight recently. 
 
 

https://blog.citydifferentinvestments.com/value-investor-insight-article


 

 

 Page 3 of 5 

 

PORTFOLIO UPDATE  
 
As mentioned above, our underperformance in Q2 is attributable primarily to the sharp declines in all 
growth or tech-related holdings. This included Skyworks Solutions (introduced here last quarter), 
Meta/Facebook, and in particular, Upstart Holdings. Except for Meta, we continue to hold all these 
companies, albeit at lower weights versus three months ago. 
 
So what happened with Upstart? Upstart is an artificial intelligence-powered personal lending platform 
that seeks to improve underwriting for consumer credit—i.e., to achieve higher approval rates and lower 
losses on personal loans. We were attracted to Upstart last year due to several merits: its compelling 
product performance, early market leadership, profitability, healthy balance sheet, and potential market 
expansion. Still, the company depends on capital markets financing to match supply with demand for its 
loans, and we knew that 2022 would present a more challenging operating environment for Upstart. But 
we nonetheless underestimated the impact that higher rates, rising rates, and an economic slowdown 
could have on the company’s operating results. Management has dramatically lowered its growth and 
profit margin expectations for this year. 
 
So Upstart has plainly become a show-me story. This month, the company released Q2 2022 results which 
were largely negative but with some meaningful green shoots for the future. The CFO stated Upstart’s risk 
algorithms had been effectively re-set to cater to the current environment as Upstart is currently targeting 
returns of 10%+ on its loans. And the CEO recently affirmed his confidence regarding the company’s 
expansion from personal loans into the much-larger auto lending segment. We will be monitoring this 
closely. 
 
Given our multi-year time horizon, we only made one new buy-sell decision during the second quarter. We 
sold Meta Platforms as we became more cautious about "COVID beneficiaries" and the proliferation of 
attention-based business models. TikTok, Roblox, Disney+, and endless podcasts have all gained 
mindshare over the past year. 
 
We are taking advantage of our global mandate: we have important investments in Canada and Norway 
and are actively reviewing other overseas prospects. Nonetheless, our largest single country of risk is the 
United States, which hosts the most diverse equity market worldwide. 
 
PORTFOLIO SNAPSHOT ON JUNE 30,  2022 
 

 Focused Global Equity Global Equity 

Median Market Cap $3.7B $7.5B 

# of Holdings 12 22 

Top 5 Holdings, % of Total 57.7% 41.3% 

Key Industry Sectors in the Strategies:  Energy, Technology, and Consumer Discretionary 
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 HEADWINDS AND OPPORTUNITIES 

As you would expect, following the worst first half of the year since 1970, the business news is primarily 
negative now, with an emphasis on interest rates, war, inflation, and a possible recession. However, we 
feel much of this is already reflected in share prices. And in any case, investing during recessions can be 
rewarding: over the past 25 years, our team has managed through three: in 2001, 2009, and 2020. In 
those instances, our portfolios recovered sharply as the recessions passed. However, there are no 
guarantees, and each cycle is different. So, we will attempt to navigate this one accordingly.   
 
For this inaugural year of the CDI global equity strategies, we have dedicated a significant portion of our 
management fees to non-profit organizations (read more about these organizations in the City Different 
Community Commitment section of our website here). We welcomed new investors to our strategies over 
the past few months and look forward to additional growth in 2022. 
 
Thank you for your interest in the City Different global equity strategies. Please get in touch with us with 
any questions or feedback. 
 

 
 
 
 
 
 
 
  

V I N S O N  W A L D E N ,  C F A  

Portfolio Manager 

J O N G  H S I E N  L I M ,  C F A   

Analyst 

https://citydifferentinvestments.com/community-commitment/
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IMPORTANT DISCLOSURES 
The information and statistics contained in this report have been obtained from sources we believe to be reliable but cannot be 
guaranteed. Any projections, market outlooks or estimates presented herein are forward-looking statements and are based upon 
certain assumptions. Other events that were not taken into account may occur and may significantly affect the returns or performance 
of these investments.  Any projections, outlooks or assumptions should not be construed to be indicative of the actual events which 
will occur. These projections, market outlooks or estimates are subject to change without notice. 
 
The Focused Global Equity Composite includes all discretionary portfolios that are managed to City Different Investments' Focused 
Global Equity strategy. The objective of this strategy is to generate strong risk-adjusted returns in a very focused portfolio of global 
stocks. Portfolios invest primarily in stocks of US listed companies with greater than $100 million in market cap selected on a worldwide 
basis. Portfolios typically hold between 10-20 positions. An investment in the strategy is subject to certain risks. The value of an 
investment, and income generated (if any) may fall as well as rise and is not guaranteed. Equities may decline in value due to both real 
and perceived general market, economic and industry conditions. The strategy could be more volatile than the performance of more 
diversified portfolios. 

The Global Equity Composite includes all discretionary portfolios that are managed to City Different Investments' Global Equity 
strategy. The objective of this strategy is to generate strong risk-adjusted returns in a very focused portfolio of global stocks. Portfolios 
invest primarily in stocks of US listed companies with greater than $100 million in market cap selected on a worldwide basis. Portfolios 
typically hold between 20-30 positions, with no position representing more than 10% of the portfolio at time of purchase. An 
investment in the strategy is subject to certain risks. The value of an investment, and income generated (if any) may fall as well as rise 
and is not guaranteed. Equities may decline in value due to both real and perceived general market, economic and industry conditions. 
The strategy could be more volatile than the performance of more diversified portfolios. 

Returns presented are reduced by all transaction costs and actual management fees. Certain accounts are charged management fees 
in arrears and those fees are reflected when fees are paid. Performance includes the reinvestment of dividends and other earnings. 
Actual fees may vary depending upon, among other things, the applicable fee schedule and portfolio size. Performance of any particular 
client account may differ from the strategy presented depending on size of the account, timing of funding of the account, contributions 
or withdrawals to the account and custodian chosen. Client portfolios are managed with individual tax considerations in mind. 
  
Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees 
of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product or any 
non-investment related content, made reference to directly or indirectly herein will be profitable, equal any corresponding indicated 
historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including 
changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions.    
  
All indexes are unmanaged, and you cannot invest directly in an index. Index returns do not include fees or expenses. Actual portfolio 
returns may vary due to the timing of portfolio inception and/or investor-imposed restrictions or guidelines. Actual investor portfolio 
returns would be reduced by any applicable investment advisory fees and other expenses incurred in the management of an advisory 
account.   
  
You should not assume that any discussion or information contained herein serves as the receipt of, or as a substitute for, personalized 
investment advice from City Different Investments. To the extent that a reader has any questions regarding the applicability above to 
his/her individual situation or any specific issue discussed, he/she is encouraged to consult with the professional advisor of his/her 
choosing.  City Different Investments is neither a law firm nor a certified public accounting firm and no portion of this content should 
be construed as legal or accounting advice.   
  
Representative investments highlighted were selected based on objective, non-performance-based selection criteria. 
 
A copy of City Different Investments' current written disclosure statement discussing our advisory services and fees is available for 
review upon request.  
  
Unless otherwise noted, City Different Investments is the source of information presented herein.  
  
A description of the indices mentioned herein are available upon request.  
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