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Fund commentary

Market developments: 

The winning corners of the market took several hits during July, marking a rollercoaster month that somehow still 

ended with a shy smile (-0.1% in EUR, +0.5% in USD). After a blockbuster first half of the year, with indices riding the 

semiconductor boom, July prompted a nagging question: had the AI party gotten ahead of itself? Sharp wobbles across 

AI names, with chip stocks at the epicenter, were eventually stabilized after a wave of strong earnings results. As the 

large hyperscalers flagged combined capital spending for 2026 that will likely close in on the USD 800 billion mark, and 

with 2027 set to easily surpass the USD 1 trillion mark, investors were reassured that the AI infrastructure buildout is 

not slowing. However, markets are clearly getting pickier, sending out the message that they want to see the returns, 

not just the vision. Two other clouds are hanging over the party, too. Firstly, rising bond yields, with the US 10-year 

Treasury hitting its highest point since early 2025, are signaling that the Fed needs to hike sooner rather than later. And 

secondly, a flare-up in geopolitics   again. Renewed spats around the Strait of Hormuz pushed crude oil prices back 

toward the USD 90 level. Even so, consumer confidence is bouncing off a bottom, it seems. In short, July was a reminder 

that markets can turn on a dime – which argues for a comeback of a balanced, diversified portfolio strategy.  

 

Top holdings: 

Our top active position is Alphabet, a global technology leader whose core franchises in digital advertising, search, cloud 

computing and artificial intelligence serve billions of users worldwide. Alphabet is regarded as a vertically integrated AI 

leader because it controls the full AI stack, from proprietary AI research (DeepMind and Gemini) and custom TPU 

infrastructure to cloud services and consumer products such as Search, YouTube, Android and Workspace, enabling it 

to develop, deploy and monetize AI at scale. The largest equipment rental company in North America, United Rentals, 

is our second-largest active weight. The company provides construction, industrial and specialty equipment and 

services to customers across a wide range of end markets. Eli Lilly is the third-largest overweight in the portfolio. It is a 

leading global biopharmaceutical company that develops innovative medicines for obesity, diabetes, Alzheimer's 

disease, oncology and immunology, supported by one of the industry's most productive research pipelines.  
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Regional spread: 

We have relatively neutral regional weights. We remain underweight Europe, offset by our relative  

preference for North America. We have a slight overweight position in Asia-Pacific, driven by  

overweight positions in Japan and Emerging Asia.  

 

Performance: 

The portfolio had a tough month in July, underperforming the benchmark by around 1.8%. This  was mainly attributed 

to a sharp market rotation out of the technology sector into other sectors that had been lagging year to date. Hence, 

Information Technology was the main drag during the month, while our positioning in Consumer Discretionary had 

good relative performance to offset. Next to Information Technology, Industrials and Health Care also detracted from 

overall performance during the month.   

 

Best performer in July was Thermo Fisher. After a difficult first half, Thermo Fisher’s stock price has bounced back nicely. 

The move followed a second-quarter beat with revenue up roughly 10% and earnings beating expectations, driven by 

a recovery in the Analytical Instruments franchise. Life-science tools also sit outside the AI-hardware complex that was 

de-rating, thus Thermo Fisher offered ballast in a month when much of technology fell.  

Tesla underperformed after reporting weaker-than-expected Q2 earnings, with automotive margins, operating profits 

and free cash flow all falling short of investor expectations despite record vehicle deliveries. Investors also became 

increasingly concerned that rising AI, Robotaxi and Optimus-related investments are pressuring near-term profitability, 

while the company's long-term autonomy ambitions remain difficult to quantify and value. Having an underweight 

position in the stock contributed positively to performance last month.  

 

Hitachi attributed nicely to overall portfolio performance. The stock lagged other “AI winners” in the industrial space but 

investors remain constructive on the company’s continued strength in power-grid infrastructure, rail and data-center 

related demand, while the company's growing order backlog, Lumada digital platform and sizeable shareholder returns 

reinforced confidence in its long-term growth outlook.  
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On the flipside, most of the detractors were found in the AI complex, which experienced a large sell-off during July. The 

largest detractor was Applied Materials. There was no company-specific trigger in the month, as Applied Materials does 

not report until mid-August, so the fall was essentially the wafer fab-equipment group being caught in the broad de-

rating of AI-hardware. Just before month-end, with most of the technical selling pressure gone, the stock started to 

rebound as its customers continue to underwrite the AI capex spend.   

 

The same applied to Intel and TSMC, which were the other two names that detracted most from the overall fund 

performance during the month. This was despite both companies posting strong quarterly reports. On Intel, investors 

increasingly questioned whether its elevated valuation already discounts much of the anticipated recovery in AI 

infrastructure demand and future foundry success. The market remained focused on the lack of meaningful external 

foundry revenue, continued capital intensity and the need for further proof points around customer adoption of its 18A 

and 14A manufacturing roadmap. With regard to TSMC, the company’s nearterm margin dilution from its 2nm node 

ramp and rising capital expenditure overshadowed management's upgrades to revenue growth and capacity plans. We 

remain constructive on the fundamental outlook of these companies while recognizing the fact that the sharp stock 

price correction in July reflected investors’ concerns on overall tech valuations after a strong rally in the first half.  

 

Portfolio changes: 

In July, we added HSBC to the portfolio. HSBC offers a compelling combination of attractive capital returns and earnings 

resilience, supported by its dominant Hong Kong franchise, leading Asia-focused wealth management platform, and a 

management target of sustaining at least 17% RoTE through 2028. Strong wealth inflows, improving net interest 

income guidance, ongoing cost simplification, and excess capital generation create scope for continued dividend growth 

and buybacks, while the stock still trades at a valuation discount to many global peers.   

 

Air Products was another addition to the portfolio, which is a high-quality industrial gas franchise with long-duration, 

contract-backed cash flows, strong pricing power, and a leading position in hydrogen, electronics gases, and on-site 

supply infrastructure, providing resilient earnings growth across economic cycles. Recent management actions to exit 

lower-return clean energy projects, improve capital discipline, and refocus on the core industrial gases business should 

support margin expansion, while growing semiconductor-related demand and continued dividend growth provide an 

attractive combination of quality and upside potential.  
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In terms of other portfolio changes during the month, we actively trimmed the position in semiconductor and semi-cap 

equipment by reducing the active weight in names such as Micron, Applied Materials, TSMC, Analog Devices and Intel. 

We also took profit on several industrial names that have done well given their exposure to the AI data center buildout 

such as Vertiv and Siemens Energy. On the flipside, we added to several stocks that have underperformed the broader 

market such as Visa, Marsh & McLennan, and S&P Global, which we believe are trading at compelling multiples.  

 

Management expectations: 

The engine for the coming period is still AI: capex plans are enormous while earnings keep climbing. But by now, the 

easy “everyone wins” phase is clearly fading. And leadership is likely to keep broadening beyond Big Tech alone. We've 

already seen lagging pockets of the market, including financials, healthcare and consumer, staging a comeback as 

earnings revisions are improving. In general, earnings will need to do more of the heavy lifting going forward. So far, 

that is indeed the case, with earnings growth currently running at the strongest pace in four years, keeping overall 

equities afloat. A large swing factor remains the Fed. With the narrative flipping this year from rate cuts to “maybe 

hikes”, as inflation concerns remain and bond yields are turning up, this could mean headwinds for pricey growth stocks 

and could cap how far valuations might stretch. A tightening Fed does not necessarily mean an end to the bull market, 

but it can certainly contribute to it. The risk list also includes a longer and harsher continuation of the US Iran conflict, 

increasing the likelihood of another oil price spike. The sharp drawdown in July of many AI darlings, mainly driven by 

technical factors rather than fundamentals, also meant the door for a broader market participation is again firmly open. 

Hence, staying diversified across size, style and geographies, rather than betting the farm on the AI basket alone, looks 

the most sensible way to ride a market that can still climb from here. 
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