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Market environment 

While the year is not yet complete, it has been pleasing to see 

the asset class building some momentum in 2025. Against a 

backdrop of rising trade tensions and geopolitical uncertainty, 

few would have expected that Asian equities would be one of 

the strongest global performers. 

We tend to invest in longer-term time horizons, but it is 

worth reflecting on what has been going on this year. In many 

ways, it is about perception catching up with reality: several 

Asian economies have been running conservative fiscal policy, 

orthodox monetary policy and maintained political stability. 

Perhaps the biggest change in perception this year has 

been on China. Chinese stocks are up sharply this year and 

whilst most news flow tends to focus on tariffs and a potential 

deal with the US, it is important to remember that most 

Chinese companies earn their revenues at home. China’s retail 

sales are ten times larger than its exports to the US. 

Turning to India, the Fund remains underweight. This has 

been helpful in 2025, as the market’s strong momentum in 

prior years has softened. Our stance does not signal long-term 

concerns from a top-down perspective, with GDP growth at 

7.8 per cent, the macro-outlook is attractive. However, from a 

bottom-up perspective, valuations remain demanding relative 

to growth prospects. 

Lastly, AI has proved a helpful tailwind in recent months. 

Initially this was felt by the hardware makers such as TSMC 

and SK Hynix (the Fund has exposure to SK Hynix through its 

parent company, SK Square), but the demands of AI have 

percolated through much of the supply chain - there are 

numerous Asian beneficiaries of the hyperscalers’ capital 

expenditure, a number of the best of which are held in the 

Fund. 

Performance 

The MSCI Asia ex Japan Index rose strongly in the third 

quarter, led by China, South Korea and Taiwan, and the Fund 

outperformed meaningfully. 

Among top contributors this quarter was Samsung 

Electronics. After a weak first half, weighed by challenges in 

both its memory and foundry businesses, sentiment improved 

as qualification for Nvidia and AMD orders turned the newsflow 

more positive. In addition, the announcement of a US$16.5 

billion multi-year chip supply deal with Tesla - the largest in 

Samsung’s foundry history - further boosted confidence, 

underlining its ambition to challenge TSMC in advanced logic. 

With over ₩100 trillion in cash, Samsung remains well placed 

to invest across its businesses. 

MMG, another top contributor to performance, is a leading 

copper producer that has delivered excellent operational 

results amidst a favourable backdrop for copper. Supported by 

robust demand from the energy transition and limited supply 

growth in the industry, MMG achieved record first-half copper 

sales of 237,000 tonnes, including a significant rebound at its 

Las Bambas mine. Net debt reduction of over $900m has 

strengthened the balance sheet to its best level in a decade 

and management reaffirmed production guidance of up to 

522,000 tonnes for 2025, supporting its aspiration to become a 

top 10 global producer.  

Sanhua Intelligent Controls was another notable contributor 

and a recent purchase for the Fund. The company is a global 

leader in heating, ventilation and air-conditioning control 

components (HVAC). Sanhua conducted an IPO in Hong Kong 

during the quarter which should enhance its access to 

international markets and this likely provided the catalyst for 

strong share price performance, alongside solid operating 

results and a positive earnings surprise. 

On the other hand, Alibaba detracted from relative returns, 

as it performed strongly but it was not held for the full quarter. 

Though, it was repurchased for the Fund in September as our 

confidence in its renewed strategy has led to the position being 

rebuilt. There appears to be a new level of aggression with the 

company’s investment approach, with significant investment 

into AI and cloud. Alibaba remains the leader in China’s private 

sector cloud infrastructure, where both margins and growth are 

showing encouraging improvement. 

Embassy Developments is one of India’s leading listed 

developers, created by the merger of Embassy Group and 

Indiabull Real Estate earlier in the year. It detracted from 

performance this quarter due to weak sentiment towards 

Indian real estate. While near-term volatility is expected in this 

space, we believe Embassy has credible assets, strategic 

optionality via its REIT platform and the potential to rebuild 

confidence as it delivers on its development agenda. 

Lastly, Meituan reported disappointing results once again 

this quarter as heightened competition in food delivery 

continued to pressure margins, despite double-digit revenue 

growth. However, we remain constructive on Meituan’s scale, 

ecosystem and integration into everyday life in China. Its 

network effects across over 600 million users in one of the 

world’s most complex markets gives us the confidence that it 

can withstand this more challenging period.
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Notable transactions 

Fund activity was high during the quarter, reflecting our 

conviction in new ideas. 

Five new holdings were added. We reintroduced Alibaba, 

encouraged by its renewed strategic clarity and significant 

investment plans in cloud and AI infrastructure. We also 

purchased Didi, which continues to dominate the Chinese ride-

hailing market with unrivalled scale and data capabilities. 

Another addition was HDB Financial Services, a newly listed 

subsidiary of HDFC Bank, which offers long-term growth 

potential in India’s underpenetrated financial services sector. 

Sanhua Intelligent Controls was also purchased, providing 

exposure to both established HVAC markets and emerging 

robotics applications. Finally, we invested in Zijin Gold 

International (a subsidiary of Zijin Mining), we participated as a 

cornerstone investor in the IPO. 

To fund these new ideas, we sold four holdings: Jadestone 

Energy, JD.com, Vietnam’s Bank for Foreign Trade and 

Phoenix Mills. 

Market Outlook 

We remain positive about the outlook for the asset class. This 

is not because of the short-term market strength, but more 

because of our enthusiasm for the long-term potential of the 

growth opportunities ahead. Clearly sentiment towards Asian 

equities is improving, though, there could still be a long way to 

go given starting valuations. The last six months have seen 

strong operational performance by many of the companies in 

the Fund and this gives us the confidence that the rise in share 

prices can be sustained. There will obviously be volatility along 

the way, so the Fund remains suitably diversified. 
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https://www.bailliegifford.com/en/global/all-users/about-us/responsible-investment/
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