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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. 

Artificial Intelligence (AI) remained a dominant 

theme, with several perceived beneficiaries 

rallying. Overall, a narrow range of growth stocks 

performed well, whereas value was in favor in 

Europe and Developed Asia.   

 

Performance  

 

Against this backdrop, the fund was well behind its 

benchmark. 

 

Underperformance was driven by stock selection 

in Europe and across financials and industrials. 

The Fund’s Asian technology and Chinese internet 

holdings provided bright spots, but these were 

more than offset by weakness elsewhere.  

 

Among the largest detractors were Deutsche 

Börse and DSV. 

 

German exchange and trade services business, 

Deutsche Börse, gave up some gains following a 

mixed second-quarter update. While net revenue 

growth was solid, some business segments fell 

short of expectations, and activity levels 

moderated from previous highs. Despite near-term 

weakness, we continue to regard Deutsche Börse 

as a resilient, high-quality compounder with 

diverse and uncorrelated revenue streams 

spanning data, indices, and post-trade services. 

 

The Danish leading freight forwarder, DSV, fell out 

of favor after a disappointing quarter. Integration 

costs from the acquisition of DB Schenker have 

inevitably compromised short-term profitability; 

however, the deal unlocks significant scale and 

future growth. Near-term macro uncertainty and 

weak trade flows have also weighed on sentiment. 

We continue to view DSV as a best-in-class 

operator and consolidator with significant long-

term capital allocation opportunities, and we 

expect it to benefit from increasing trade 

complexity. 

Among the largest positive contributors were 

Tencent and Samsung Electronics.  

 

Chinese communication, entertainment and 

financial technology platform, Tencent, has 

benefited from a more stable regulatory backdrop 

for internet platforms in China. It also continues to 

execute operationally: both gaming and advertising 

revenues are growing steadily and profitably. 

Tencent is emerging as a clear beneficiary of AI, 

which it is deploying for more efficient game 

production and more effective targeted 

advertising. We remain confident in Tencent’s 

ability to compound value through its multiple 

growth pillars – from entertainment to payments 

and cloud. 

 

Korean technology conglomerate, Samsung 

Electronics, benefited from a tightening memory 

cycle and AI-related demand. Dynamic Random 

Access Memory (DRAM) pricing has been 

supportive, while operational progress in advanced 

High Bandwidth Memory (HBM) chips - 

demonstrated by a significant win with United 

States (US) car manufacturer, Tesla - restored the 

market's confidence in Samsung's 

competitiveness in this area. We believe that the 

company’s scale, balance sheet strength, and 

exposure across the semiconductor value chain 

mark it as a key beneficiary of AI and growing 

semiconductor intensity.  

 

Notable Transactions 

 

Continuing with the Fund’s commitment to look 

widely for exceptional growth companies, the Fund 

made three new purchases this quarter.  

 

B3 is Brazil's stock and derivatives exchange. It 

enjoys a near-monopoly position, low capital 

costs, and a long growth runway, driven by the 

development of Brazilian capital markets. B3 has 

grown earnings at 15 per cent over the past 

decade in local currency. While higher rates in 

recent years have led to a drawdown in equities 

volumes, this is expected to recover and boost 

revenues. B3 is also diversifying into over-the-

counter (OTC) trading, fixed income and financing 

infrastructure. B3 is a structural grower at a 
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cyclical trough, which presented an opportunity for 

the Fund to take a holding. 

 

SEB is a high-quality Swedish bank operating in 

the Nordics and Baltics. It has a strong 

international corporate banking franchise and 

supports many export-oriented Nordic companies, 

famously including Investor AB's holdings. Nordic 

markets are consolidated, well-regulated and 

economically stable, so competition tends to be 

rational and borrowers reliable. SEB's lending 

record is also excellent.  

 

United Overseas Bank (UOB) is one of the three 

major Singaporean banks. Its core market is 

consolidated, which helps bolster long-term 

profitability, and it benefits from a large pool of 

sticky deposits. Three generations of family 

ownership have made UOB well capitalized and 

conservative in its approach to lending and 

provisioning, making it a strong through-cycle 

operator. Growth depends on Singapore's 

economic relevance and UOB's international 

expansion. With the potential for rising returns and 

an attractive valuation, we decided to take a 

holding for the Fund. 

 

We also sold some positions where conviction for 

the long-term growth case had been weakening. 

We decided to sell the holding in Fanuc, a leading 

producer of industrial robots. While we remain 

optimistic about automation and acknowledge 

Fanuc's strength in computer numerical control 

(CNC) systems and high-end robots, revenue 

growth has been persistently below our 

expectations and competition in China is 

intensifying. We have several other industrial 

names where we have a higher level of confidence 

in the companies' growth outlook and edge.  

Reliance Industries is one of India's largest 

conglomerates with a strong capital allocation 

discipline. Although we continue to admire the 

business and management, the retail segment has 

been weak, compromising the investment case. 

 

Market Outlook  

 

The vast majority of the Fund's holdings are 

performing well in operational terms, and 

aggregate portfolio characteristics across a range 

of metrics have been on an improving trend. While 

short-term market sentiment is impossible to 

predict, we are confident that the Fund's strong 

fundamentals will be rewarded over the long term.  
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