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Fund commentary

Market developments: 

The “Buy America” trade continues in full force, lifting overall global equity markets higher in September (+2.8% in EUR; 

+3.2% in USD). Despite the constant focus on trade protectionism, attacks on Fed independence and more domestic 

power politics, it has not knocked out US exceptionalism in the stock markets. In fact, the dual tailwinds of a lower dollar 

and lower rates in combination with the unstoppable AI capex train, have had a positive multiplier effect on US equities. 

The theme of AI remains so powerful that it even shows a degree of circularity, feeding between and off different sectors 

at the same time. Only time will tell whether this AI gold rush is mania or sensible deployment of capital, but the trade 

sentiment is very much in “fear of missing out” (FOMO) mode. Meanwhile, emerging markets momentum continues to 

be strong as well, as trade tensions seem to have eased for now and China’s ‘anti-involution’ campaign is being 

rewarded by investors too. Europe, however, has lost a bit of its ‘vibe’ given its lack of AI winners, fiscal budget issues 

resurfacing and a general lack of policy action follow-through. As we move into the final quarter of the year, the market 

will look for confirmation whether the positive thememomentum can hold and related stocks can justify their lofty 

valuation multiples. 

Top Holdings: 

Alpha is generated from active weights, hence we share below the holdings whereby we deviate most from the 

benchmark. Our top active position is Alphabet, as we believe that with its leading positions in Search, Cloud and the 

investments into its AI platform, Alphabet has a long runway for growth with attractive returns. Taiwan Semiconductor 

(TSMC) is our second-largest position and is the world’s largest semiconductor manufacturer. TSMC is a key beneficiary 

from strong AI semi demand as it enjoys a near-monopoly position in AI accelerators. Thanks to its strong process 

roadmap and leading packaging technology, TSMC has very strong growth prospects ahead. AbbVie completes our top-

3 active positions, a US pharma company with its new growth assets Skyrizi and Rinvoq more than offsetting the erosion 

of its former key medicine Humira. Together with other promising pipeline drugs, this sets the stage for another period 

of outsized growth for the company. 

Regional Spread: 

We have relatively neutral regional weights. We have moved slightly lower in weight in Europe, as we see political 

turmoil in France and the UK, leading to potential higher credit rates. We have added to our US weight but remain 
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underweight North America. We have a neutral position in Asia-Pacific, with a slight underweight of Japan and an 

overweight position in Emerging Asia. 

Performance: 

In September, the portfolio had a positive absolute return, though slightly lagging the benchmark. Sector-wise, our 

positioning in Industrials and Communication Services helped performance best. The sectors Technology and Consumer 

Discretionary, however, struggled most.  

In terms of stock selection, Alphabet again contributed best to performance. A very favorable remedy ruling regarding 

the Search anti-trust case, whereby the judge rejected harsh remedies proposed by the DoJ such as the forced 

divestiture of Google Chrome and barring payments for its search distribution. Moreover, Alphabet is increasingly 

confident AI can act as a tailwind for its Search business rather than a threat, visible in overall query growth and user 

growth in its AI Overviews and Gemini app.  

Taiwan Semiconductor (TSMC) also contributed strongly to results. Strong momentum in both AI ASICs and AI GPUs, 

with overall AI-driven demand, most notably the upcoming Rubin chip by Nvidia, is causing a shortage in TSMC’s wafer 

supply. Consequently, price hikes will be pushed through, helping margins expand from already high levels.  

Finally, social media and gaming platform Tencent also fared well in September. Its Digital Ecosystem Summit was well 

received as management laid out its plans around Cloud and AI deployment across its games, marketing and app 

businesses. The company keeps widening its moat, positioning itself to increasingly benefit from the advantages that 

AI will bring. 

On the flipside, our underweight position in Tesla went against us as the stock rallied around +30% in September. With 

Musk back in his seat and fully dedicated to Tesla, hopes are building he can perform some magic in turning around an 

otherwise still ailing business. We still see a disconnect between fundamentals and valuation with a large retail crowd 

following moving the stock more so than economic logic would justify.  

Trump officials lobbying against several over-the-counter consumer healthcare products, including paracetamol, hurt 

sentiment for the likes of Haleon. Given performance in the US was already weakening, this further undermines 

Haleon’s growth expectations, making investors more concerned on a potential turnaround.  

Finally, like many sector peers also sentiment around AstraZeneca remains tough as the sector struggles with the policy 

whims of the Trump Administration on issues such as most-favored nations (MFN) price discounts, forced investment 

plans in the US, and so on. AstraZeneca continues to balance its UK roots with US political engagement, but as long as 

there is no clarity from the Trump Administration, investors remain on the sidelines. 
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Portfolio changes: 

In September, we started a new position in gold miner Newmont, a high quality pure-play in the gold space, still trading 

at very attractive cash flow multiples. The stock is pricing in a much lower gold price than spot, which we think is unlikely 

given all the macro uncertainty. We reduced positions in Linde, TotalEnergies and P&G to fund the purchase. We also 

swapped from Home Depot to Lowe’s within the home improvement category, as Lowe’s trades at a much lower 

multiple and benefits more from Fed rate cuts via home equity credit given its larger DIY exposure. Other new 

investments include both Intel and Applied Materials. We believe the direct stake of the US government as well as 

Nvidia’s $5 billion investment in Intel marks the strategic importance of the Intel foundry business. This is not only a 

huge positive for Intel, but also for all semi cap equipment companies including Applied Materials. Furthermore, to 

consolidate our holdings and add to our higher conviction names such as Newmont, Uber and Steel Dynamics, we 

decided to sell the remaining shares we had left in medical tools player Waters and fintech play PayPal.  

Management expectations: 

Expectations for monetary easing seem to collide with entrenched inflation risks and political  

pressure points. At the time of writing, the US shutdown complicates the data gathering of, for example, jobs data, used 

as input for the Fed’s future rate cut trajectory. Whether that impacts the timing of such cuts and how sentiment reacts 

to that, remains to be seen. Meanwhile, earnings season is around the corner, undoubtedly providing clues if the 

heightened optimism for some of the key themes, most notably AI, remains justified. Caution is growing, but sentiment 

seems stuck in a ‘just keep dancing as long as the music is playing’ mode. On the macro level, tariff impacts and its 

adverse global growth spillovers are likely to be pushed to the right, with its slow-burning stagflation effects 

resurfacing closer towards year-end. The reason why gold keeps making new highs seems at odds with the stock 

market rally, simultaneously reflecting both heightened market uncertainty and very narrow, thematically-driven, 

market leadership. In such an environment, the rational choice would be to stick to Quality, even though as a factor it 

has underperformed year-to-date. Still, we believe prudent positioning remains the most appropriate strategy going 

forward. 
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