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STK Emergent - 2018 preliminary results 
 

1. The economic context 
 

2018 was characterized by trade wars, increased stock market volatility and a highly-charged 
geopolitical climate, all these playing a role in shaping 2018’s global financial markets and economy. 
For 2019, the World Bank revised downward the global economic growth to 2.9%, compared to an 
earlier estimate of 3.0%, amid rising downside risks. 

The trade war began in the first part of the year, with US tariffs for steel imports (of 25%) and 
aluminum (of 10%), that triggered a rapid and fierce global reaction, but that hasn’t hampered the 
US aggressive trade policy; so far, the US has imposed three rounds of tariffs on Chinese goods, 
totalling more than $250 billion, with China reacting with tariffs on $110 billion of US goods. 

During 2018, the developed financial markets recorded a negative average annual return of 13.53% 
and emerging stock markets had average losses of 6.82%, while yields generated by investments in 
precious metals were -1.51% for gold, -8.65% for silver, -14.36% for platinum, in industrial metals 
were -17.52% for copper, -2.92% for iron ore, and crude oil yielded -24.45%. 

The oil price was influenced in 2018 by the decisions taken by OPEC and non-OPEC member states, 
declining outputs in Venezuela, Angola, Libya, and also Iran’s (as a result of US sanctions), and other 
geopolitical factors had short-term influences. 

With regard to the monetary policy, the Bank of England has increased monetary policy interest 
despite uncertainty about the UK's future, but maintained the stock of corporate bond purchases at 
£10 billion and UK government bond purchases at £435 billion. The Monetary Policy Committee 
voted unanimously for an increase in rates from 0.50% to 0.75% in August 2018, on the back of a 
strong labor market and credit growth. In the Brexit process, a UK withdrawal agreement was 
negotiated with the EU with a UK parliamentary vote postponed in January 2019, which resulted in a 
rejection of the agreement, the state of uncertainty about the way in which Britain will leave the EU 
persisting at the beginning of this year. 

After three increases in the benchmark interest rate in 2017, the US Federal Reserve has decided 
four further increases in 2018, namely at 1.75% in March, 2.00% in June, 2.25% in September and 
2.50% in December, amid solid economic growth and the strengthening of the labor market. 

Domestically, the National Bank of Romania has increased successively the monetary policy interest 
rate to 2.50% from 1.75% and the interest rates on the standing facilities - the deposit facility 
interest rate increased from 0.75% to 1.50%, and the lending facility interest rate from 2.75% to 
3.50%.  The Bucharest Stock Exchange represented by the BET index ended the year with a decrease 
of 4.77%, while the BET-FI index of the financial sector generated a negative return of 12.63%. 
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2. Financial Statements 

The preliminary annual financial statements as of 31 December, 2018 have been prepared in 
compliance with the International Financial Reporting Standards (IFRS). 

 
a) Statement of Financial Position 

The preliminary statement of financial position at 12/31/2018 in compliance with the International 
Financial Reporting Standards is as follows:              

          -RON- 

In accordance with IFRS: 12/31/2018 (%) 12/31/2017 (%) 2018 vs 2017 

Non current assets      

Financial investments available-for-sale 28,039,762 49.2% 28,399,150 42.0% -1.3% 

Current assets      

Securities at fair value through profit or 
loss (held for trading) 

23,381,688 41.0% 29,063,602 43.0% -19.5% 

Cash and cash equivalents 5,615,038 9.8% 10,079,681 14.9% -44.3% 

TOTAL ASSETS 57,036,488 100.0% 67,542,433 100.0% -15.6% 

Equity 56,685,829 99.4% 67,220,887 99.5% -15.7% 

Current liabilities 350,660 0.6% 321,546 0.5% 9.1% 

TOTAL EQUITY AND LIABILITIES 57,036,488 100.0% 67,542,433 100.0% -5.2% 

 
The Fund's equity portfolio from the position Securities at fair value through profit or loss (held for 
trading) comprised mainly shares of the oil & gas sector; as at 31 December 2018 they accounted for 
76.2% of the total portfolio, while the cash was 19.1% (compared to 63.9% shares of the oil & gas 
sector at 31 December 2017 and 25.6% cash), the increase in the exposure to this sector leading to a 
decrease in cash. The value of the securities of RON 23.38 million, down 19.5% compared to the 
value of the previous year, surprised the evolution of the oil price, which registered an annual 
variation of -24%. 

The decrease of equity by 15.7% to RON 56.68 million at the end of 2018, from RON 67.54 million at 
the end of 2017, was due to the incorporation of the net result of the year. Current liabilities 
increased by 9.1%, to RON 0.35 million from RON 0.32 million at the end of 2017, due to the addition 
of the payable dividends for the year 2014. 
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b) Statement of Profit or Loss 

 
Compared to the end of 2017 the preliminary statement of profit or loss at 31 December, 2018 in 
compliance with the International Financial Reporting Standards, is as follows: 

 
   -RON- 

In accordance with IFRS: 2018 2017 Chg (%) 

Net gain on financial instruments traded or held for trading at 
fair value through profit or loss 

0 2,435,694 n.a. 

Dividend income 51,772 260,268 -80.1% 

Interest income 9,295 9,805 -5.2% 

Total Net Revenue 61,067 2,705,766 -97.7% 

Net loss on financial instruments traded or held for trading at fair 
value through profit or loss 

7,791,786 0 n.a. 

Administration fees, bank charges, fees 2,253,553 2,560,102 -12.0% 

Net loss from foreign exchange differences 191,397 53,319 259.0% 

Total Net Expenses 10,236,737 2,613,421 291.7% 

Net Profit/(Loss) for the year (10,175,670) 92,346 n.a. 

 
The portfolio's shares received fewer dividends in 2018, dividend income being in the sum of RON 
0.05 million, decreasing from RON 0.26 million; the foreign exchange differences led to a net 
expense of about RON 0.19 million, higher compared to the previous year, as the pound continued 
to depreciate in 2018. The Fund's operating expenses were reduced by 12% to RON 2.53 million 
from RON 2.56 million at the end of 2017. 

The net loss for the year of RON 7.79 million is due entirely to the end of year declines, although in 
the first part of the year the portfolio shares generated a plus. 

Companies from the portfolio improved their financial statements in 2018, amid a rise in oil prices in 
the first nine months of the year, with the WTI price rising by about 27% by the beginning of 
October. Despite its subsequent decline due to geopolitical factors, oil companies are able to 
manage their costs in a low-priced environment. 


