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With the macroeconomic climate darkening and a solution to the 
European debt crisis lacking, equity markets were in a sorry state in 

the third quarter. Although they ended the period in negative territory, the 
technology and healthcare sectors outperformed the market. To everyone’s 
surprise, technology stocks headed the pack, despite flagging demand.
Over the quarter, we adopted a much more defensive positioning, increasing 
our exposure to healthcare by reducing the technology component and selling 
all of our investments in alternative energy. We cut the number of holdings in 
the portfolio and reinforced our focus on large caps, which we think are well 
equipped to overcome harsh macroeconomic conditions. In the healthcare 
and technology sectors, we upheld the Fund’s philosophy by targeting 
innovative companies that are active in markets enjoying structural growth.
Down 7.92%, Carmignac Innovation came in behind its performance 
indicator (-4.02%), hit by a fresh tumble in alternative energy stocks (up to 
-70% for some companies in the solar segment). Alternative energy stocks 
are absent from the performance indicator, which is why their fall dealt a 
heavy blow to both absolute and relative performance. Our short position 
on the semi-conductor index went some way to protecting the portfolio but, 
viewed on the whole, performance was far from satisfactory.

 Healthcare sector

We increased our weighting of healthcare stocks, as this sector is one of 
our favourite investments against the backdrop of the current economic 
slowdown. We still prefer companies offering truly unique treatments for 
chronic and serious illnesses, with genuine benefits both for patients and 
in terms of reducing overall healthcare expenditure. A perfect example 
concerns hepatitis C. Thanks to Incivek, which has just been launched by 
Vertex Pharmaceutical, and to the progress made by Pharmasset on 
an even more effective product, the rate of recovery has now reached 80% 
among patients affected by the virus.

Revlimid, developed by Celgene, is about to relegate multiple myeloma – a 
deadly blood cancer – from the rank of a fatal disease to a chronic illness. 
During the quarter, Celgene made considerable progress in obtaining 
authorisation for the product to be prescribed to newly diagnosed patients in 
Europe and this could boost sales by 25%.

With most governments now over-indebted, curtailing healthcare spending 
is becoming an increasingly important goal for companies in the sector. Teva 
and Novartis (through its subsidiary Sandoz), which are the two largest 
generic drug manufacturers in the world, should benefit from this. Indeed, 
increasing generics’ penetration rate is the best means of lowering costs. 
This strategy also allows these groups to maintain their ability to finance the 
development of genuinely innovative products for the future.

 Technology

We reduced the weighting of technology stocks and rebalanced the portfolio 
on companies present in the following segments: smartphones (rapid growth: 
Apple, Skyworks Solutions, Ceva), security software (structural growth 
and stability even in downturns: Check Point Software, Sourcefire) and 
the Chinese Internet, which is only at the very beginning of a long period of 
growth (Baidu and Tencent).

We kept our short position on the semi-conductor index to reduce our overall 
exposure. Reflecting generally softer demand and high inventories, several 
companies in the sector issued profit warnings during the quarter.

Stocks 	 Performance

Autonomy Corporation*, software, United Kingdom	 +49%
Pharmasset, biotechnology, United States	 +47%
Apple, IT equipment, United States	 +14%
Celgene, biotechnology, United States	 +3%
Eros, media, India	 +1%
* position closed at 22/09/2011	
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Despite the passing of Steve Jobs, Apple shares are continuing to power 
ahead and the group has become the world’s largest company in terms of 
market capitalisation. We think the brand still harbours massive potential: 
Apple accounts for only around 5% of the mobile telephone and computer 
markets. The group should be able to increase its presence on these markets 
considerably over the coming years. As for the iPad, sales remain high and its 
international roll-out should ensure steady growth over the quarters ahead.

The Fund also benefited from Hewlett Packard’s takeover of Autonomy, 
a UK software publisher specialising in unstructured data, at a substantial 
premium.

 Alternative Energy

Although demand has already regained some of its strength, solar and 
wind energy are now facing a problem of short-term overcapacity. Indeed, 
recent price drops have been surprisingly steep, especially in the solar panel 
segment. In line with our increasingly pessimistic view of the macroeconomic 
outlook, we have chosen to avoid this sector for the immediate future. 
Furthermore, debt problems in Europe are making the financing of renewable 
energy projects increasingly difficult.

Some of the few good performers over the quarter include:
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Performance of the Fund since launch

Carmignac Innovation
Carmignac Innovation Index (Eur)*

*50% MSCI Information Technology (EUR) + 48% MSCI Health Care (EUR) 
+ 2% MSCI ACWF Energy Equipment (EUR)
Please note that past performance is not a guide to future performance 
and that it may fluctuate over time.

Net assets   €53,722,172.38 Value of the share     €191.13
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Health Care

Information Technology

Cash (including collateral  
cash from derivative positions)
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Country breakdown (derivatives excluded) (%)
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Quarterly gross performance contribution (%)

Portfolio
Equity & Bond 

Derivatives
Currency 

Derivatives Total

–10.61 2.96 0.07 –7.58

Statistics (%) 1 year 3 years

Fund volatility 10.23 16.90
Benchmark volatility 10.64 13.46
Sharp ratio –0.89 –0.54
Beta 0.75 1.07
Alpha –1.05 –0.95

Accumulated performance (%)
Since 

31/12/2010 3 months 6 months 1 year 3 years 5 years 10 years
Since  

the first NAV
Carmignac Innovation –15.18 –7.92 –16.14 –11.25 –20.57 –34.77 –26.81 25.35
Reference indicator* –7.21 –4.02 –3.94 1.06 12.61 –9.23 –20.89 36.25
Category average** –13.23 –8.47 –11.83 –2.85 24.39 1.13 4.30 51.01
Ranking (quartile) 3 3 4 4 4 4 4 2
*Index calculated and composed of 50% MSCI Information Technology (Eur), 48% MSCI Health Care (Eur) and 2% MSCI ACWF Energy Equipment (Eur).
** Sector Equity Technology. 
Please note that past performance is not a guide to future performance and that it may fluctuate over time.

Portfolio Carmignac Innovation at 
30/09/2011

 Price in local  
currencies 

 Total  
value (€) 

 % of net  
assets 

Cash, cash equivalents and derivatives operations 3 407 166.80 6.34

Cash (including collateral cash from derivative positions) 3 407 166.80 6.34

E quities       50 315 005.58 93.66

Health Care 30 016 115.70 55.87

129 225 ABLYNX SA Belgium 4.20 542 745.00 1.01

97 000 CELGENE CORP United States 61.92 4 476 589.40 8.33

81 000 CSL Australia 29.68 1 741 455.99 3.24

100 000 DIAGNOSTICOS AMERICA ON Brazil 15.99 642 026.86 1.20

234 015 GALAPAGOS Belgium 5.93 1 387 708.95 2.58

88 300 GILEAD SCIENCES INC United States 38.80 2 553 506.75 4.75

250 000 HALOZYME THERAPEUT United States 6.14 1 144 070.95 2.13

61 500 NOVARTIS Switzerland 50.80 2 563 551.33 4.77

54 800 NOVO NORDISK AS Denmark 556.00 4 094 580.88 7.62

21 000 PHARMASSET United States 82.37 1 289 237.53 2.40

165 000 QIAGEN Germany 13.83 1 700 790.04 3.17

89 500 TEVA PHARMACEUTICALS ADR Israel 37.22 2 482 812.85 4.62

50 003 THROMBOGENICS Belgium 17.18 859 051.54 1.60

136 700 VERTEX PHARMACEUTICAL INC United States 44.54 4 537 987.63 8.45

Information Technology 20 298 889.88 37.78

14 800 APPLE INC United States 381.18 4 204 713.42 7.83

19 800 BAIDU China 106.91 1 577 713.35 2.94

36 000 CAVIUM INC United States 27.01 724 722.37 1.35

30 000 CEVA INC United States 24.31 543 564.14 1.01

47 800 CHECK POINT SOFTWARE United States 52.76 1 879 651.19 3.50

90 500 COMPUGROUP HOLDING Germany 8.90 805 450.00 1.50

99 248 EROS INTL India 2.14 246 607.51 0.46

30 800 INFORMATICA CORPORATION United States 40.95 940 046.21 1.75

58 000 MELFAS South Korea 16 950.00 621 982.93 1.16

65 000 ORACLE United States 28.74 1 392 338.08 2.59

70 000 SILICON WORKS South Korea 21 450.00 949 961.72 1.77

245 000 SKYWORKS SOLUTIONS United States 17.94 3 275 918.61 6.10

80 000 SOURCEFIRE United States 26.76 1 595 587.69 2.97

98 000 TENCENT HOLDINGS China 164.20 1 540 632.66 2.87

P OR  T F OL  I O  V A L U E 50 315 005.58 93.66

N E T  A S S E T S 53 722 172.38 100.00


