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Market environment  

Despite sitting in the tariff crosshairs, Asian markets 

demonstrated notable resilience over the quarter.  

As we write this commentary in early July, the war in 

the Middle East is unfolding; only two out of the sixty 

countries impacted — China and the UK — had 

struck some provisional tariff deals with the US, and 

the 90-day pause expires in a matter of days.  

Amid this uncertainty, we are not making any knee-

jerk reactions to the constantly changing headline 

news. Decades of experience have taught us that this 

is rarely the path to long-term returns, even if they 

drive short-term share price swings.  

Beyond the US-China trade talks, it’s clear that we 

should focus much more on the forces driving the 

majority of the fund revenue that originates 

elsewhere. The team has travelled east intensively this 

year — China, India, South Korea, Taiwan, Indonesia, 

Vietnam, and Kazakhstan—supplementing desk 

research with face-to-face conversations and, 

crucially, with first-hand experience of the local 

products and services. 

Performance  

Over the quarter, the Fund underperformed the MSCI 

All Country Asia ex Japan Index, which delivered 

positive absolute returns.  

The top contributors to relative performance include 

holdings in SK Square, Accton and not owning 

Alibaba. 

SK Square is an investment holding company whose 

main net asset value (NAV) is its stake in Korean 

memory-chip leader SK Hynix. Profits leapt c.400 % 

year-over-year (YoY) during the first quarter, as SK 

Hynix rode strong demand for high-bandwidth-

memory chips. A large-scale share-buy-back 

program launched in April also helped narrow the 

NAV discount, further lifting SK Square’s share price.  

Taiwanese company Accton designs and 

manufactures high-speed network switches that 

power cloud and AI data centres. The stock 

outperformed after record sales—YTD revenue as of 

May 2025 rose by 125 % YoY. This confirmed the 

successful ramp of its new-generation products, 

while the AI accelerator demand from Amazon 

continues to boost sales.  

Not owning China’s ecommerce and AI company 

Alibaba was a top detractor to performance last 

quarter and is now a top contributor to performance 

this quarter. After the excitement of its founder Jack 

Ma's appearance in a meeting with President Xi 

Jinping in February, DeepSeek shining the light on 

China’s overlooked AI strengths, and Apple 

announcing its cooperation with Alibaba for AI on its 

iPhones, this quarter saw some of the hype come off 

amid the broader challenges to China’s 

macroeconomy.  

Top detractors this quarter include Meituan, CNOOC 

and Kaspi. 

Meituan is China’s leading food delivery operator. 

Recent weakness is less about its current financial 

results — which remain robust — and more about the 

increasing domestic competition, slower growth in its 

core business, and increased investment outlays. 

Meituan has been met with a new wave of aggressive 

discounting and subsidy campaigns from major food 

delivery rivals JD.com and Alibaba’s Eleme. This 

comes at a time when consumers are keen on 

seeking value-for-money deals. At the same time, 

Meituan is ramping up investments in overseas 

markets in Brazil and the Middle East, moving 

aggressively into grocery retail, and investing in the 

broader ecosystem for merchants and consumers.  

CNOOC is China’s largest offshore oil and gas 

producer. It underperformed as a drop in realised 

crude prices drove first-quarter net profit down, 

despite a rise in production and strong gas sales. 

Investor mood soured further after the IEA 

(International Energy Agency) and OPEC 

(Organisation of the Petroleum Exporting Countries) 

trimmed 2025 demand forecasts amid tariff 

uncertainty and slowing global growth, despite that 

the Middle East conflict pushed oil prices temporarily 

higher. The Fund has been trimming our position over 

the recent year but have maintained the holding.  

Kaspi is Kazakhstan’s fintech-commerce super-app, 

which integrates payments, marketplace and 

consumer finance. Its shares lagged despite 21 % 

revenue and 16 % profit growth YoY in the first 

quarter.  A few recent issues may have impacted 

Kaspi’s share prices: new registration rules in the 

country may slow the smartphone demand which is a 

key marketplace for Kaspi’s e-commence business; 

the central bank has kept the interest rate high which 

increased deposit funding costs; and the purchase of 

a Turkish platform has compelled Kaspi to suspend 

dividends through the first half of the year.   
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Notable transactions  

During the quarter, we participated in CATL’s Hong 

Kong listing. The company supplies batteries for 

roughly a third of the world’s electric vehicles and a 

similar share of energy storage systems for grids; its 

scale and vertical integration have driven down costs 

and lowered prices to the point where competitors 

are struggling to keep up. We also took a small initial 

holding in Pony AI, one of China's leading 

autonomous driving companies. Chinese operators 

are already demonstrating attractive unit economics 

for robotaxis, and Pony AI has secured a clear 

regulatory framework to roll out commercial services 

in major tier-1 cities.    

Market Outlook 

Broadly, uncertainty in geopolitics isn’t likely to be 

good for global growth. At a fund level, this means 

that this is one of those periods when diversification 

matters. At a company level, this means that it is one 

of those periods when resilience matters.  Alongside 

large exposures in the continental-sized markets in 

China and India, as well as the semiconductor sector-

focused markets of South Korea and Taiwan, roughly 

one-fifth of the fund is allocated to companies in 

Southeast and Central Asia, which offer genuinely 

different economic drivers. Overall, the fund is 

positioned in companies that are leaders in their 

respective industry, more profitable and more 

cashflow generative than the average and therefore 

with a greater capacity to withstand shocks. 

With a weaker US dollar and renewed domestic-

policy support in China, two major headwinds for the 

asset class are easing. While index valuations are 

compelling, we would also make it clear that our 

enthusiasm is absolutely about the companies 

themselves. Asian companies are world-class in 

batteries, semiconductors, fintech, gaming, 

ecommerce, and social networks. In many cases, 

they provide critical inputs that the modern world 

demands. In a likely multipolar world, Asia will 

continue to host a disproportionate share of 

tomorrow’s growth champions; despite near-term 

tariff volatility, we believe the region remains a long-

term beneficiary. 
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Source: FactSet, MSCI. 

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 benchmark figures are calculated excluding negative earnings. 
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https://www.bailliegifford.com/en/global/all-users/about-us/responsible-investment/
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Australia: 

 

Canada: 

 

Chile: 

 

 

 

 

 

Colombia: 
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Isle of Man: 
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Singapore: 

 

South Korea: 

 

Spain: 

 

Switzerland: 

 
 

 


