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Fund commentary

Market developments: 

June was a month of relief laced with nerves, eventually letting global stocks grind slightly higher, but with signs of 

more two-way risk creeping in (+1.3% in EUR; -0.7% in USD). The fragile US-Iran deal knocked oil down hard, and with 

the ‘stagflationary’ war scare fading, investors bet lower energy costs means better growth. New Fed chair Kevin Warsh 

came out with surprisingly hawkish remarks, flipping the market narrative from rate cuts back to rate hikes, resulting 

in a stronger dollar and real rates moving higher too. At the same time, cracks in the market concentration story started 

to appear. The relentless march of momentum names, with AI front and center, is starting to rhyme with the run into 

March 2000, though nuances have to be made. Even as AI remains the most crowded trade on the board, it only 

wobbled rather than broke as speculative tech exposures were cut back, whilst semis and broader tech still dominated 

sector flows and positioning. The single biggest market risk remains a disorderly tightening of financial conditions 

feeding back through negative wealth effects into a K-shaped economy plus the ever present chance the Iran ceasefire 

cracks at a time when there’s no oil inventory buffer. Ergo, we prefer to stay diversified and should not mistake resilience 

for calm.  

Top holdings: 

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

benchmark. Our top active position is Applied Materials, a semicap equipment manufacturer supplying into chipmakers 

and display makers. Its tools are essential for key wafer-fabrication processes in order to build semiconductor devices. 

Given the strong AI capex outlook, Applied Materials has significant runway for further growth. Taiwan Semiconductor 

(TSMC) is our second-largest weight, being the world’s largest semiconductor manufacturer with foundries in operation 

mostly in Taiwan so far, but it has been actively expanding capacity in the US. As one of the key suppliers into the semi 

end-markets, prospects continue to look very bright, still supported by attractive valuation. United Rentals rounds off 

our top-3 active positions. The company runs a large and diverse rental fleet allowing them to serve large construction 

customers that require substantial volume and a wide variety of equipment. It enjoys significant scale and is well 

positioned to benefit from increases in non-residential mega projects.  

Regional spread: 
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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: 

In June, the portfolio had a flattish absolute return. Sector-wise, our positioning in Technology and Healthcare helped 

performance best. The sectors Financials and Communication Services, however, struggled most.   

Best performer in June has been semicap equipment company Applied Materials, as it surged roughly 55% to record 

highs. In reaction to capex announcements by customers such as Intel, SK Hynix and Samsung Electronics, all trying to 

build out wafer-fab processing capacity for which Applied Materials’ equipment is essential, reinforcing its central role 

in the AI capex cycle.  

TSMC, the world’s largest semiconductor manufacturer, also contributed very well as AI-chip demand remains 

relentless. Capacity constraints to cater for this demand, underscores TSMC’s pivotal role in AI-accelerator production. 

Foundry competition from Samsung and Intel is not a big threat given TSMC’s capacity scale, EUV supply priority and 

process node leadership.  

Finally, cyber security leader Palo Alto was again a strong contributor to performance, lifted by strong demand for AI-

era security and strong platform consolidation momentum, most notably the acquisitions of CyberArk and 

Chronosphere in the case of Palo Alto. Rising AI-related threats reinforced the demand story, resulting a strong take-up 

of its next-gen suite of security software.   

On the flipside, SLB underperformed mostly as the entire oil-services complex came under pressure. The driver was the 

commodity backdrop: weak oil prices due to the US-Iran MoU, a still soft global upstream spending and OPEC+ supply 

increases that further dampened the outlook for E&P budgets – a direct source of SLB’s revenue.  

Alphabet also detracted, mainly falling victim to a rotation out of the “Mag7” stocks as investors placed their bets on 

other parts of the AI value chain as well as sources of funds flowing into the large SpaceX IPO. Also, a company-specific 

trigger was an $85 billion equity capital raise to fund AI infrastructure. While the scale signaled ambition, the market 

focused on the dilution and on the sheer weight of AI capital spending.  

Finally, Steel Dynamics dropped back after a more sober mid-quarter update, flagging some slight, but temporary, 

operational hiccups tied to the relocation of a planned aluminum slab center. We do see this more as an one-off rather 

than as a break in the fundamental story as the steel cycle and infrastructure-linked demand that powered the earlier 

rally remains intact.  
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Portfolio changes: 

In June, we started a small position in IBM for a potential recovery in IT services and also to capture the potential in 

quantum computing, where IBM is one of the leading players. After the recent sell-off, IBM looks very attractively valued 

and provides optionality beyond the AI theme. Another new addition is French luxury play Richemont. Higher end 

consumers are holding up well and Richemont has strong pricing power with their hard luxury brands. The 

management also have a very strong execution track record, which we think is underappreciated by the market.  

We exited our position in Dollar General, in particular as we think the low hanging fruit have already been picked in term 

of getting the company back to a good level of margin profile. The new CEO needs to build a track record while the 

lower income consumers in the US continue to face high inflation pressures. Other exits include Sony Group, where the 

huge memory cost inflation remains an overhang, hurting the gaming console business, in particular. Software 

company Intuit has also been sacrificed as growth remains challenged. Within software, we think Microsoft has a much 

better chance to monetize AI given its hyperscaler model. Lastly, we threw in the towel on Intercontinental Exchange, 

on a mix of de-rating, structural concerns around its mortgage exposure and rising competitive pressures.  

Management expectations: 

The earnings backdrop remains quite extraordinary. Forward earnings for the S&P 500 are running in the high-20%, and 

this isn’t just a mega-cap mirage; mid-caps are around +18% and small caps near +24%. The last time we saw numbers 

like these we were clawing out of the financial crisis or the pandemic. The difference is we don’t have a recession this 

time. That’s what makes the cycle so unusual: a rising-tide-lifts-all-boats earnings surge with no crater to climb out of, 

powered by lagged rate cuts, a hefty fiscal package (OBBB in the US), and the AI capex firehose. Add it up and you get 

multiple points of GDP growth in combined stimulus landing more or less at once. For the next few months, that 

earnings momentum should keep stocks moving higher. The base case from here is still an up-but-bumpy path for 

global equities, with the rates geopolitics-AI triangle as the key swing factor. Given the valuation backdrop, any setbacks 

on the US-Iran ‘deal’, growing headwinds as core inflation gains momentum or sober tone by central banks could 

translate into air pockets. Names with real moats, low cash-flow volatility, and decent dividends are the kind of ballast 

that holds up if the multiple-compression story shows up. In portfolio terms, that argues for a tilt toward quality growth 

and AI-linked names, but with more respect for rate sensitivity and less bravado in the most expensive corners of the 

market. 
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