
	

Portfolio Written Rationale: Event-Driven Long Equities 

This portfolio’s strategy is to invest long-only in North American equities with stock prices that 
I expect will respond to themes and events set to occur over the next eight months. 
Considering the portfolio’s short-term time horizon, with a beginning date of January 2017 
and ending date of August 2017, an educated bet on the market’s reception of current 
events is the only way to generate alpha over this short time period. I have selected six 
securities that I believe will respond to current events – weighted by the expected return of 
each position. I will also hold 15% of the portfolio in cash to act opportunistically when 
opportunities present themselves over the next eight months. To construct this portfolio, I 
have made strong assumptions and directional bets that are not in line with market 
consensus – which I believe will help earn excess returns over competing portfolios.   

1. Nintendo (10%) 
I believe that Nintendo will launch a new virtual reality game that will be well received 
by the market. I believe this will cause the stock to appreciate 90%. I believe the 
probability of this event occurring is 40%. Since this is a high-return event that is 
relatively unlikely, I will assign this position a 10% weight.  

2. TD Bank (10%) 
An increase in interest rates will increase profitability for big banks. I believe there is a 
90% probability this will occur, and this event will result in 15% increase in stock price. 
This is a high probability event with a relatively low return, so I will assign this position 
a 10% weight in the portfolio.  

3. FMC Technologies Inc. (10%)  
Oil prices will continue to stabilize between now and August. Over this period, I 
expect the stock to go up 30%, with a 50% probability of that event occurring. My 
expected return for this position is 15%. For that reason, I assign this position a 10% 
weight.   

4. Valeant Pharmaceuticals (15%) 
Regressive regulatory policy under Trump should lead to positive market sentiment 
around pharmaceutical stocks. Valeant is trading close to its 52-week low and 
should rebound over next eight months as company rebuilds its reputation. 
Expected return: 50%; probability: 30%; position size: 15%.   

5. Deutsche Bank (15%) 
European Financials will strengthen after election cycles in Spain, France, and 
Germany and Deutsche Bank will resolve the legal issues it ran into last January. 
Expected return: 20%; probability: 60%; position size: 15%.  

6. Apple Inc. (15%) 
Trump will allow Apple to repatriate its offshore cash – which will provide opportunity 
for innovative reinvestment. Expected return: 20%; probability: 70%; position size: 15%.  

7. Cash (15%)  
To invest as opportunities present themselves.  

I believe this portfolio will be able to outperform competing portfolios because the positions 
have an asymmetric risk/reward profile based on the probability of positive or negative 
market reception. In this long-only strategy, I expect the stock prices of these positions to 
increase significantly if the event occurs, but not to decrease significantly with the status 
quo. 


