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Source: FactSet, MSCI. Index: MSCI EAFE. 

We have provided these characteristics for information purposes only. In particular, we do not think index relative metrics are suitable measures 

of risk. Fund and Index figures are calculated excluding negative earnings. 
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Market Backdrop 

International equities posted another quarter of 

growth, buoyed by expectations of further policy 

easing and continued strength in technology 

stocks. Emerging markets were particularly strong 

during the period, whereas Europe lagged, owing to 

its lower exposure to technology stocks and higher 

exposure to ongoing trade tensions. AI remained a 

dominant theme, with several perceived 

beneficiaries rallying. Overall, a narrow range of 

growth stocks performed well, whereas value was 

in favour in Europe and Developed Asia.  

Performance  

Against this backdrop, the Fund was behind its 

benchmark. 

Among the largest detractors were United Overseas 

Bank (UOB) and Lonza. 

UOB weakened during the quarter as margin 

pressures weighed on profitability. Net interest 

margins narrowed more sharply than anticipated, 

reflecting a more challenging competitive 

environment in deposit markets and a softening 

interest rate backdrop in Asia. Investors also 

expressed concern about the outlook for loan 

growth, which showed signs of moderation during 

the period. 

Despite these near-term headwinds, the bank 

retains a strong capital base and a resilient 

franchise in Southeast Asia. Its conservative 

balance sheet and diversified operations provide a 

measure of stability in volatile markets. We remain 

attentive to its ability to manage margin 

compression and to identify growth opportunities 

as regional economic conditions evolve. 

Lonza underperformed during the quarter following 

weaker-than-expected results in its biologics 

division. Ongoing operational challenges and client 

project delays weighed on revenue visibility, 

prompting concerns about the near-term earnings 

trajectory. This has led investors to reassess the 

pace at which the company can deliver on its 

ambitious growth strategy in outsourced 

pharmaceutical manufacturing. 

Nonetheless, Lonza continues to occupy a leading 

position in a structurally growing market, with its 

expertise in complex biologics production 

remaining in high demand. The company’s 

investments in new capacity and its broad 

customer base suggest that it remains well-placed 

to benefit as pharmaceutical innovation expands. 

While execution challenges persist, we believe 

Lonza’s long-term opportunity set remains 

compelling. 

Among the largest positive contributors were ASML 

and TSMC.  

ASML’s strong showing was supported by its 

continued dominance in advanced lithography and 

solid operational execution. Rising demand for AI-

related chips is pressuring customers to push into 

more advanced nodes and adopt EUV technology, 

where ASML has an effective monopoly. While the 

macro and geopolitical uncertainty has weighed on 

the shares in the past year, ASML's ability to 

monetise both new system shipments and its 

installed base, underpinned by long lead times and 

high technical barriers to entry, is why it remains a 

core holding in the Fund. 

TSMC delivered a strong share price performance 

over the quarter as demand for advanced 

semiconductor nodes remained exceptionally 

strong. The rapid adoption of AI applications and 

high-performance computing is driving 

unprecedented orders for the company’s leading-

edge technologies, with customers increasingly 

reliant on TSMC’s scale and technical leadership. 

Investor sentiment was further boosted by 

commentary suggesting that capacity constraints 

are easing, allowing the business to better serve 

rising demand and capture additional share of this 

structural growth trend. 

Looking forward, TSMC’s technological moat 

remains a key differentiator, with its roadmap in 

2nm and beyond positioning it at the heart of digital 

transformation. As computing workloads shift 

towards more complex and power-intensive 

applications, the company’s ability to deliver 

efficiency at scale strengthens its strategic 

importance. We believe that as AI adoption 

accelerates across industries, TSMC’s central role 

in enabling this ecosystem will continue to underpin 

its growth prospects. 

Notable Transactions 

Continuing with our commitment to look widely for 

exceptional growth companies, we made two new 

purchases this quarter.  

CaixaBank is a leading Spanish retail bank, with 

over 25% market share in loans and deposits, and 

30-40% in pensions, life insurance, and mutual 

funds. It is seeing healthy credit growth, while its 

strategic focus on fee income-generating 

businesses, like wealth management and 
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insurance, boosts its already attractive return on 

equity (ROE). It is conservatively managed, with the 

La Caixa Foundation providing an anchor 

shareholding, and its culture emphasises efficiency, 

something which is reflected in its elite cost-to-

income ratio. With an ROE above 15%, 

macroeconomic tailwinds and rising fee income, we 

believe that the current valuation is attractive and 

therefore took a position for the Fund. 

bioMérieux specialises in developing and marketing 

in vitro diagnostic (IVD) tests, mainly used in clinical 

environments to detect infectious diseases. 

Enhanced speed and accuracy in diagnostics 

enable earlier interventions, more effective 

treatments, and ultimately better patient outcomes. 

The IVD sector is set for robust expansion, driven 

by demographic shifts, urbanisation, climate 

change, and increasing microbial resistance. 

bioMérieux is well-positioned to outpace this 

growth by focusing strategically on niche areas and 

innovative technologies. The founding family's 

ongoing control and a track record of disciplined 

capital allocation inspire confidence in the 

company's leadership. With most sales being 

recurring and serving defensive markets, the 

company also shows notable resilience. We are 

confident that the structural drivers of the IVD 

industry and bioMérieux's place within it are robust, 

long-lasting, and largely insulated from geopolitical 

disruptions. 

Conversely, we sold the position in Ashtead, the 

industrial equipment rental business. The sale 

follows the announcement of Ashtead’s intention to 

move its primary listing to the US, and a 

subsequent profit revision downward due to weaker 

US construction conditions. Given our inability to 

hold materially US businesses, we made an orderly 

exit on the Funds behalf. 

Market Outlook  

We remain convinced that the companies we own 

are fundamentally strong, with durable advantages 

and attractive valuations. The near-term 

environment is marked by cyclical weakness across 

freight, manufacturing and consumer goods, but we 

also see encouraging signals: forward-looking 

indicators in construction, stabilisation in housing, 

and continued strength in technology and 

innovation-led sectors. Importantly, international 

equities are as attractively positioned as they have 

been in many years. Valuations remain compelling 

relative to the US, and many international 

companies offer higher returns on capital, lower 

leverage and greater exposure to secular growth 

themes. 

The Portfolio Construction Group enters the next 

quarter clear-eyed about recent difficulties, but 

positive about the opportunities ahead. 
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There were no complete sales during the period.  
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