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Market environment  

Japan continues to dominate the market narrative this 
quarter. The TOPIX surpassed its 1989 peak, 
underscoring Japan’s transition into a new market 
regime where price increases are becoming structural 
rather than episodic. Political turnover continued with 
Ishiba’s resignation, making his short tenure broadly 
consistent with post-war averages, and unlikely to 
carry lasting market significance. Despite the 
improving backdrop, the fund underperformed due 
to its large active overweight positions.  

 

Performance  

Softbank, IDP Education and Commonwealth Bank of 
Australia were among the top contributors to relative 
performance.  

 

SoftBank, the technology holding company, has 
become better appreciated as a leader in AI. Mr Son, 
the founder with a very large personal stake in the 
company, has regained his position as Japan’s 
richest person. In addition to its majority stake in Arm, 
whose designs power almost every smartphone 
globally, SoftBank has invested in OpenAI, the 
company behind ChatGPT. As AI adoption 
accelerates, we expect SoftBank to benefit 
accordingly. 

 

IDP Education, a global leader in student 
placement and English-language testing, saw its 
share price rise following its multi-year transformation 
and cost reset, stronger cash discipline and clear 
signs of pricing power. Despite volume headwinds, 
cash conversion was strong, customer satisfaction 
improved and the partner network broadened. Early 
AI tools and planned savings strengthen the case for 
margin expansion and a return to earnings growth. 

 

A nil holding in Commonwealth Bank of Australia 
contributed to performance as the bank struggled 
amid a tougher interest rate backdrop. 

 

James Hardie Industries, Shimano and Nippon 
Paint were among the top detractors from relative 
performance. 

 

James Hardie, the manufacturer of fibre cement 
products, recently acquired AZEK, a US company 
known for its decking products. We were not 
supportive of this acquisition: the price appears too 
high, and we have questions about the long-term 
durability of its competitive advantages. In addition, 
James Hardie has been losing market share to 
competitors. Given these concerns, we decided to 
sell the shares. 

 

Shimano, a global leader in bicycle components 
and fishing tackle, lagged as channel destocking 
and muted OEM production schedules persisted 
longer than expected. Soft demand in Europe and 
North America drove an unfavourable mix, while 
lower factory utilisation and heavier promotions 
squeezed margins despite progress in fishing and 
select launches. We remain supportive of 
Shimano’s innovation pipeline and the long-term 
growth opportunity in performance and e-bike 
components as channels normalise. 

 

Nippon Paint, a leading Asia-focused 
architectural and industrial coatings company, 
detracted as guidance pointed to slower demand 
recovery, particularly in China. Competitive pricing 
and rising input costs compressed margins and a 
cautious near-term order outlook overshadowed 
progress on cost control and brand initiatives. We 
believe Nippon Paint’s scale, distribution reach and 
growth runway across Asia remain compelling. 

 

Notable transactions  

During the quarter we sold James Hardie 
Industries, Technopro and LY Corp. The proceeds 
were used to fund additions where we have higher 
conviction, such as Fast Retailing (apparel retail—
Uniqlo), Sysmex (clinical diagnostics), Tokyo 
Electron (semiconductor equipment), Worley 
(engineering and energy services), and Hoshizaki 
Corp. (commercial refrigeration and ice makers). 

Market Outlook 

We remain committed to identifying what we believe 
are the most compelling businesses across 
Developed Asia, with a particular focus on long-term 
structural growth opportunities in Japan. The Fund is 
well positioned in themes such as digitalisation, which 
supports scalable business models; automation, 
which drives meaningful productivity gains; and 
premiumisation, which benefits from the expansion of 
wealth across Asia. 
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