
Quarterly Report 30 June 2025

Donald’s Deal or No Deal



Executive Summary

Like any good gameshow host, President Trump continued to keep the world guessing this quarter with 
‘liberation day’ the key event from a market perspective. Trump announced tariffs on countries around the 
world, both allies and foes, based on a formula that can be distilled to their balance of trade for goods with the 
US. Using this overly simplistic view of trade, the Trump administration proposed a range of ‘reciprocal tariffs’ 
for countries around the world with a minimum global tariff of 10%. Markets unsurprisingly reacted negatively 
to this announcement with sharp declines seen in all major markets..

Ever the showman, this was intended as the starting point of 
Trump’s grand re-negotiation. Being a self-described master 
negotiator, Trump always likes to go in with a maximalist 
approach before settling somewhere in the middle. The reaction 
from markets persuaded him to delay the implementation of the 
tariffs to allow time for negotiation with most countries willing to 
acquiesce to some degree. Where these negotiations ultimately 
end up is still uncertain but markets have responded positively to 
the apparent softening of Trump’s opening gambit.

In a more volatile world the question of portfolio positioning 
becomes increasingly pertinent. As long term investors we 
have a default position of being fully invested, predominantly in 
equities. Our time horizon allows us to ride out volatility which is 
what we thought the market reaction to ‘liberation day’ was. We 
have long favoured the US market due to its entrepreneurship, 
innovation and willingness to change when needed. All of these 
advantages remain but we are concerned that higher valuations 
and its populist pivot make it less attractive than it was. 

So, what are the alternatives to US equities? Europe has the same, 
well-rehearsed problems (it lacks entrepreneurship, innovation 
and a willingness to change) with its debt levels and Germany’s 
struggling manufacturing sector being key impediments. However, 
Japan is making the necessary corporate governance changes 
which appear to be having an impact. We also think emerging 
markets look more attractive with relatively lower debt levels 
and a weaker dollar the catalysts. All benefit from valuations at 
a lower starting point than the US which provides a larger margin 
of safety. Higher yields have also made bonds a more viable 
investment option though high developed market debt levels and 
tight credit spreads give us pause for thought. We have, however, 
looked to add some exposure in this area.

Trump’s penchant for unpredictability will inevitably lead to more 
volatility during the remaining years of his presidency. However, 
the strength of the US economy and its inherent advantages lead 
us to believe that it is still likely to be the best option for long 
term investors. However, we will continue to look to diversify the 
portfolio by country, style and asset class in the acknowledgement 
that other areas are looking more attractive and the US is not 
quite the no-brainer it once was.
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At the time of writing last quarter’s House 
View the world seemed a very different 
place. Trump had gone from hero to zero 
as the market absorbed the impact of 
his tariff programme, culminating in his 
‘liberation day’ announcement where he 
unveiled a swathe of tariffs that shocked 
the world in both size and scope with few 
escaping his wrath. Whilst the base level 
tariff was 10%, countries such as China 
saw tariffs as high as 34% and up to 50% 
for the highest tariffed countries. Markets 
unsurprisingly went into freefall, delivering 
the steepest falls since the onset of the 
COVID pandemic. 

On the face of it, these falls appeared 
justified. Trump had gone from a chaotic 
and largely rhetoric-based leader in his first 
term, to one who appeared to have found 
ideology and was pursuing his goals with 
conviction. With some justification, he was 
of the view that much of the world was 
profiting at the expense of the US, applying 
inequitable trade policies and expecting 
the US to act as the policeman to the world 
both from a spending perspective but also 
with boots on the ground. He believed in 
a weaker dollar, lowering surpluses and 
other countries picking up the baton in 

terms of both their spend on defence 
budgets and lessening the US’s role in other 
people’s wars.

In the first instance, the levying of tariffs 
was seen as likely to cause a stagflationary 
decline in growth, and probably a recession, 
and higher prices as tariffs were passed on 
to the end consumer.  To many, however, 
Trump’s actions looked like the beginning 
of the end to 100 years of US hegemony. 
The US, which had arguably been one of 
the biggest beneficiaries of globalisation in 
terms of lower prices and access to cheap 
goods, was seen as potentially the greatest 
loser from its retreat from the global stage. 
Moreover, Trump’s actions started to bring 
into question the trustworthiness of the 
US. With significant proportions of the US 
dollar, equity and Treasury markets being 
held by foreigners, any pullback on this 
front could be catastrophic for US assets, 
especially in view of their higher valuations 
versus the rest of the world.

We, however, took a more benign view of 
these events. Partly this reflects the fact 
that whilst markets tend to swing from 
one extreme to another, the reality is 
often more nuanced. We do believe that 
Trump has more conviction this time 

around compared to his first term. Then, 
he appeared to be as surprised as the next 
man that he had gained power and was ill-
prepared to both form a government and to 
execute a coherent strategy. In contrast this 
time around he has hit the ground running, 
forming a government that is aligned with 
his beliefs and launching policies to enact 
them. Nonetheless, our contrarian view 
reflected the fact that whilst Trump may 
have more conviction this time around, 
he remains a dealmaker at heart. Whilst 
he may enter negotiations asking for more 
than is reasonable, ultimately he backs off 
when markets start to go into freefall or 
as systemic panic rears its head. This was 
the case in his first term and appears to 
be exactly the same model he is applying 
again - go in hard and backtrack at the 
11th hour. Precisely the wrong action in 
such a situation would be to panic after the 
event as this almost inevitably leads one to 
being whipsawed by the rebound.

The other reason for our differing stance 
is far more fundamental. For years the 
naysayers have been calling the end of 
the US revolution - it’s too expensive, too 
much money has been thrown at AI, the 
dollar is overvalued, other markets are 

Alec Letchfield
Portfolio Manager 

Chart 1:  Significant proportions of US assets are owned by foreign investors who may be spooked by Trump’s rhetoric

Source: Federal Reserve, MacroBond, Apollo Chief Economist
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much cheaper, and the list goes on. These 
criticisms, however, ignore the simple fact 
that the US has been so much better than 
most other countries in many key areas. 
Its valuation has been higher than other 
markets simply because its companies 
have been so much better and generated 
higher returns. Through entrepreneurship, 
a desire to do business and the ability to 
change at points of stress have all driven 
US profitability to levels which have 
justified these higher valuations. Similarly, 
the US consumer continues to confound 
the critics. Time and again, when people 
are questioning whether or not the US 
consumer will draw back their horns, they 
have continued to spend with a vengeance.

Conversely, bad markets do not become 
good markets overnight. Ultimately, the 
reason why markets such as Europe have 
struggled is that in contrast to the US 

their corporate returns have been poor. 
Through a lack of entrepreneurship, poor 
government policy, thin capital markets, 
and an overdependence on markets such 
as China, these are challenges that will take 
many years to change and not something 
that can be achieved overnight, if ever.

Hence, we remained far less cautious 
than many commentators on the US, 
despite Trump’s actions at the end of the 
first quarter, and we simply did not see 
the worst-case scenarios playing out for 
equities, at least in the near term. Hence, we 
remained true to our long-term approach 
by not panicking out of markets nor rapidly 
rotating from the US.

Outlook
Despite our rather sanguine positioning, 
it is important to note that we do agree 
that the world has become a very different 

place. The last couple of decades were 
clearly a golden period for markets. 
Characterised by the rise of China, global 
economies benefited from cheap goods, 
diminishing inflation and falling interest 
rates. This in turn resulted in an abundance 
of capital helping to facilitate the creation 
of companies, especially in the technology 
space, and propelling stock markets 
ever higher.

This period appears to have now ended. 
With COVID acting as the catalyst, 
globalisation lost its momentum as 
countries sought to either diversify their 
supply chains or reshore key industries. 
Trump’s tariff programme has added fuel 
to this process as countries further retreat 
from global trade and become more inward 
looking. The fear is that this both weighs on 
growth and is inflationary and, importantly, 
prevents central banks from throwing 

Chart 2:  The return on equity has been much higher in the US compared to the rest of the world justifying the higher valuations

Chart 3:  Markets have rallied strongly in the last quarter after a significant fall around ‘liberation day’ in April

Source: Bloomberg

Source: Bloomberg
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liquidity at markets as they have done at 
the first whiff of slowing growth in the past.

Hence, whilst we’re not in the camp 
of believing that we are entering 
a stagflationary funk or that the US has 
suddenly lost its mojo, we do believe that 
the supernormal returns achieved over the 
past couple of decades will be far harder to 
come by, especially given the high starting 
valuations in the US. We’re still of the view 
that if you were to buy just one market 
and go away for a decade, the US would 
remain top of the list. It’s just that we think 
the returns will be somewhat lower and 
more volatile.

The other major global markets - Europe, 
the emerging markets and Japan - are 
more nuanced albeit have lower valuations 
in common. Europe, we remain to be 
convinced by. Whilst low valuations do 
provide areas of interest, we see little 

evidence that there will be a wholesale 
shift towards companies which generate 
consistently higher returns and even less 
convinced that Europe will develop their 
answer to the Magnificent 7 any time soon. 
Europe’s largest economy, Germany, has 
the added challenge that whilst much of its 
past success was based on manufacturing 
and exporting to China, increasingly China 
is looking to become more self-sufficient 
and now domestically produces many of 
the goods that were previously seen as 
the domain of Germany. The decision by 
Germany to relax its deficit rules and its €1tn 
“whatever it takes” spending plan for defence 
and infrastructure gives considerable hope 
but time will tell if these words flow through 
into genuine action. The labyrinthine 
bureaucracy of the EU and internal politics 
in Germany are considerable hurdles to 
overcome that may ultimately lead to the 
money being poorly spent.

Emerging markets and Japan are potentially 
more interesting. We’re not in the camp 
that believes that the emerging markets 
can be bought and held forever. With a few 
exceptions, most emerging economies 
have periods of strength only to see these 
gains given up as political turmoil, poor 
governance and a lack of the rule of law 
reappear. Nonetheless, there are periods 
when the emerging markets can do well 
and sometimes these periods can last for 
a protracted period of time, just as was the 
case in the mid-2000’s as China started its 
journey towards the powerhouse that it 
is today. Potentially we may be entering 
one of those periods now. Valuations are 
low following what, for many emerging 
markets, was a lost decade and a half. 
The financial positions of many emerging 
economies are the envy of the developed 
economies. Largely this was a function of 
necessity with the emerging economies 

Chart 4:  The US equity market has performed exceptionally strongly in multiple decades with the 2000s the notable exception

Chart 5:  The return on equity in Europe is notably below that of the US

Source: Bloomberg

Source: Bloomberg
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not afforded the luxury of running large 
deficits and borrowings as has been the 
case for the developed markets. Perhaps 
most importantly, the dollar is weakening. 
Historically a weaker dollar goes hand 
in hand with strong EM performance as 
dollar linked borrowing costs fall, dollar 
import costs diminish and, typically, with 
the rise in commodity prices which is 
normally associated with a weakening 
dollar. The key question is whether this is 
yet another head fake with the demise of 
the dollar yet again overplayed with few 
real alternatives for global cash. Whilst 
the dollar does appear overvalued on 
a Purchasing Power Parity basis, in reality 
few investors are going to want to hold 
significant proportions of their assets in 
alternatives such as the renminbi or the 
euro which have their own challenges. 
Gold undoubtedly has an attraction, but, 
by virtue of its limited supply, will always 
be capped in its role within the global 
monetary policy framework.

In many ways Japan represents the 
direct inverse of the US. Where the US 
has benefited from entrepreneurship, 
innovation and a willingness to 

change when needed, Japan has been 
characterised by a resistance to change 
and companies which were weighed 
down by complex cross-shareholdings 
and excessive levels of cash. Hence whilst 
the US has gone from strength to strength 
over the last 30 years, Japan never took the 
hard actions required to purge the excesses 
of the eighties resulting in three decades 
of stagnation.

Increasingly though, there has been 
a growing recognition within Japan that 
radical change is required, especially in 
light of the twin structural threats of an 
ever more powerful China and an aging 
population that is straining Japan’s labour 
market and social security system. Hence, 
a number of important changes are being 
enacted, ranging from the unwinding of 
the complex holding company structure 
and forcing companies to eliminate 
excess cash levels. This programme of 
rejuvenation will take time with many of 
Japan’s problems structural but we are 
starting to see the fruits of their efforts 
with improving returns versus the rest 
of the world and companies paying 
out excess cash and selling non-core 

Chart 6:  Emerging markets typically perform more strongly when the US dollar is weaker

Shareholder activism is increasing in Japan which is leading to a higher return on equity

Source: Bloomberg

Source: Reuters, Financial Times
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divisions.  Activism, which for years was 
resisted within corporate Japan, is now 
playing a much more important role and, 
with government efforts to encourage 
the purchasing of equities, the outlook 
is looking rosier, especially in light of 
low valuations.

Tail risks
More seriously, Trump’s actions have the 
potential to catalyse some of the more 
sinister tail risks within markets. 

On the one hand, US debt levels look 
worryingly high. Like many countries 
in the developed world, US government 
policy shifted from a counter-cyclical 
approach where policy was loosened 
at points of cyclical weakness, to one of 

spending exceeding income irrespective of 
the cycle resulting in ever increasing debt 
levels. Trump’s answer to this seems to 
be based on a pro-growth agenda centred 
around fiscal stimulus and haranguing the 
US Federal Reserve to cut rates. It is not 
inconceivable however that his policies 
have precisely the opposite effect. Spending 
more and cutting taxes will likely make the 
deficit situation worse in the near term, 
which, combined with potentially slower 
global growth due to his tariff programme, 
will only serve to exacerbate the US debt 
problem. With international investors 
potentially pulling back from funding the 
US market, this raises the spectre of a crisis 
in confidence and a disorderly unwind. In 
practice there are a number of safety valves 
linked to the dollar’s reserve currency 

status and the ability to print more dollars 
but Trump is playing with fire.

The other issue we worry about is 
a geopolitical misstep. Trump campaigned 
on an agenda of pulling the US back from 
the global stage, both monetarily and 
militarily. Despite this he seems unable 
to resist engaging in areas of conflict and, 
contradicting his rhetoric on withdrawing 
from the global stage, his recent decision 
to bomb Iran seems to suggest otherwise. 
Our fear is that the combination of Trump’s 
unconventional negotiating style and the 
shifting sands as countries such as China 
and India grow in size and military might, 
raises the prospect that a flare up gets out 
of hand. History suggests that this is a risk 
that should not be underestimated.

Chart 7:  US debt levels are becoming an ever larger portion of GDP and no longer only increasing during recessions

Chart 8:  While the US remains the globally dominant military, China is rapidly catching up in some areas

Source: FRED, Bloomberg

Source: The Military Balance 2025, Global Firepower
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Action points
Distilling this backdrop down to the 
portfolio level is challenging! Trump 
relishes chaos and just when you think 
you can see a path through the chaos, he 
will come back with another curveball. 
Nonetheless, our long-term approach 
gives us a clear advantage over our peers, 
many of whom are forced to attempt to call 
markets in the short-term.

1. Retain an overweight position  
in equities

Many times we have stated that a strong 
bias towards equities is essential for long-
term investors such as ourselves, where 
we are trying to preserve and grow the 
spending power of money through tying our 
returns to the growth of corporate earnings. 
Occasionally we will pivot away from 
equities but the hurdle for doing so is high.

Hence, whilst we see the future under 
Trump as a volatile one, and with returns 
over the coming decade likely to be 
somewhat lower than the past, we remain 
of the view that it is correct to retain our 
overweight stance in equities.

2. Adding diversification at the 
country level

As discussed above, the US retains 
a multitude of structural advantages that 
underpin its stock market. It remains our 
favoured economy and stock market by 
a wide margin.

However, we also acknowledge that Trump 
has created considerable uncertainty and 
added to the risks facing the US economy. 
In contrast, whilst many other markets 
are challenged by Trump’s actions, their 
valuations are lower and, in recognition 
that Trump is hard to trust, more self-help 
measures are being put into place. It is for 
this reason that we are increasingly looking 
to judiciously add to positions in the 
emerging, Asian and Japanese markets.

3. Diversification at the style level

In a world of low inflation and low rates, 
growth investing has the twin advantages 
of both getting a premium for the growth 
generated but also lower financing costs 
with cheap money used to fund companies 
in capital intensive growth sectors such as 
technology and biotechnology.

In contrast, in a world of higher interest 
rates and inflation, the case for growth still 
exists, but becomes less compelling. With 
lower valuations providing a margin of 
safety in a more volatile world, we now look 
for a blend of both value and growth.

4. Add diversification at the asset 
class level

One of the main differences between the 
deflationary backdrop of recent years 
and a more inflationary environment 
has been the return of positive yields. In 
a zero-interest rate world, bonds became 
an extremely unattractive asset class in our 
opinion. We saw the risk profile as skewed 
to the downside unless markets remained 
deflationary forever.

Now, with yields at higher levels, and 
indeed with positive real yields, bonds are 
becoming a viable asset class again. We do 
not however think that they are a blanket 
purchase. As highlighted above, many 
developed economies are highly indebted 
and any loss in confidence may lead to 
a disorderly unwinding. Similarly, credit 
spreads remain very tight by historical 
standards and provide little protection to 
a rise in the current low default rates. Even 
so, there are areas that look interesting 
and we have identified two excellent bond 
fund managers to dynamically play these 
opportunities. We will likely be searching 
for more names in this space.

An area that is perhaps less suited to 
the current environment are the CTA 
managers. These funds target share 
price momentum and, historically, when 

combined with equities have produced 
better returns than the classic 60:40 
equity:bond portfolio. Unfortunately, 
volatile markets can be their nemesis with 
the funds being caught in the initial sell-off 
only to be whipsawed in the rebound. 
Time will tell if markets eventually become 
immune to Trump’s bluster but it seems 
likely that the rest of his term will remain 
a volatile one. Hence, this area is likely to be 
a source of cash for us.

Summary	
Yet again Trump has thrown the cat 
amongst the pigeons. Having shocked 
the world with the scale of his tariff 
programme, sending markets into turmoil 
in the process, he appears to have reverted 
to type and backed off at the last minute. 
Holding our nerve, playing to our long-
term strengths, and resisting capitulation 
at precisely the wrong point served us well. 
The key question now is whether Trump 
comes back for another go (probable in 
our view) and if his actions ultimately 
cause a downturn or, worse, a recession.  
Fortunately, the US economy is starting 
from a position of strength albeit time will 
tell if this is enough to ward off the worst 
of Trump’s actions.

Portfolios need to be managed very 
carefully in this backdrop and a tried and 
tested process is essential. No longer are 
we underpinned by the rising tide of falling 
inflation, low rates and abundant liquidity. 
Instead, we need to contend with the 
vagaries of one individual in a world where 
the geopolitical situation has become 
increasingly unstable. Nonetheless, we are 
blessed by the length of our investment 
horizon and not being required to 
mindlessly track indices. Diversification 
will be key in such a backdrop, something 
which we are well placed to apply at Hansa 
given our expertise across geographies, 
sectors and asset classes.

Fortunately, the US economy is starting from a 
position of strength albeit time will tell if this is 
enough to ward off the worst of Trump’s actions.
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Portfolio Review and Activity
Global equity markets started the quarter 
with a jolt, falling sharply on Trump’s 
announcement of significant ‘reciprocal’ 
tariffs, before staging a recovery as these 
were delayed or otherwise renegotiated 
in a way that persuaded investors their 
impact would not be as great as initially 
feared. From mid-April, equity markets 
gained strongly, while dollar weakness 
has continued to be a notable theme. The 
MSCI ACWI NR Index (GBP) rose 5.0% 
over the quarter, while bonds were more 
muted, with the FTSE UK Gilts All Stocks 
TR Index rising 1.9%. 

The portfolio delivered very strong 
performance over the quarter, with 
contributions coming from most parts of 
the portfolio. The NAV total return was 
7.0% over the quarter, which means its 
gain of 9.5% over one year is ahead of all 
three KPIs, as well as the traditional 60:40 
equities and bonds portfolio. The MSCI 
ACWI index returned 7.1% over one year, 
with the FTSE All Stocks index gaining 
just 1.6%, UK CPI being up 3.6% and the 
traditional 60:40 portfolio returning 5.0%. 

The Company’s strategic position in Ocean 
Wilsons Holdings has been a strong 
contributor recently, with its share 
price benefiting from the agreed sale of 
Wilson Sons and subsequent tender offer 
announcement. The holding gained 15.9% 
in the quarter and 27.1% over the last year. 

The Company’s net asset value per share 
rose from 384.2 pence at the end of March 
2025 to 410.1 pence at the end of June 
2025, with 0.8 pence per share being paid 
out as a dividend during the quarter. The 
net asset value has increased from 377.5 
pence at the end of June 2024, with 3.2 
pence per share having been paid out as 
a dividend during that time.

Core and Thematic Funds
The biggest allocation in the portfolio is 
to the Core Regional silo which rose 3.4% 
over the quarter. The Thematic silo was 
especially strong during the quarter with 
a gain of 8.5%. For the last twelve months, 
Core Regional returned 4.0% whilst the 
Thematic silo returned 3.6%. Both silos 
give exposure to global equity markets 
through a selection of world class funds 
that are often difficult or impossible for 
most investors to access. The Thematic silo 
allows us to invest in sectors or areas that 
we believe are exceptionally attractive and 
offer the possibility of outsized returns. 

Some of the best returns over the quarter 
came from funds where the managers 
take quite active positions. In Europe, 
Helikon Long Short Equity Fund once 

again performed particularly well, gaining 
20.4%, taking its return since purchase 
in August 2024 to an exceptional 75.1%. 
The fund takes both long and short 
positions although the majority of its 
recent returns have come from its long 
positioning. On a sector basis, the fund 
has benefited most from names in the 
materials, financials and utilities sectors. 
The manager has been very successful in 
identifying unique situations that have 
been very accretive, such as a Polish 
utility company and a Greek bank. The 
portfolio is concentrated with a quality 
and value bias and currently has a large 
position in gold miners which has been 
particularly accretive to performance 
over the last year. BlackRock Strategic 
Equity Hedge Fund gained 11.5% in the 
quarter, as the manager’s view that tariffs 
would not result in a recession for the 
US economy meant that the fund did not 
make the mistake of moving to a defensive 
positioning at the wrong time, and instead 
participated fully in the market recovery. 
Performance was aided by positions in 
commercial aerospace, notably Howmet 
Aerospace and MTU Aero Engines, which 
both reported solid results. Significant 
positions in Microsoft and Meta also 
helped, with both stocks performing 
strongly this quarter. 

The Company’s Japanese holdings all 
gained this quarter and have delivered 
strong returns over the past year. Arcus 
Japan, Simplex Value Up Trust and 
Alma Eikoh Japan Large Cap gained 
between 3.2% and 4.6% this quarter and 
have delivered 7.6%, 10.7% and 2.9%, 
respectively, over one year. Large cap 
growth stocks have performed well while 
automobile related names have suffered 
from ongoing concerns over the impact 
of US tariffs. The Arcus fund had a strong 
contribution from Rohm, a manufacturer 
of semiconductor devices, which 
continued its steep rise after a period of 
poor performance. The company benefits 
from alliances with key automobile 
component manufacturers, and was 
also selected for inclusion in the Nikkei 
225 Index.

With the US dollar weakening recently, 
emerging and frontier markets have 
been performing better,  whilst also 
benefiting from more attractive valuations. 
Redwheel Next Generation Emerging 
Markets Fund invests outside of the major 
BRIC countries, with its largest exposures 
being to South Africa, Philippines and 
UAE, and with significant overweights to 
the materials and real estate sectors. The 
portfolio is quite diversified, with almost 
90 holdings, reflecting the risks inherent 
in these markets. The fund gained 4.8% 

In Europe, Helikon 
Long Short Equity Fund 
once again performed 
particularly well, 
gaining 20.4%, taking its 
return since purchase 
in August 2024 to an 
exceptional 75.1%. 
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this quarter to bring it to a return of 9.6% 
over the past year. The passive position in 
iShares Core MSCI Emerging Markets 
ETF gained 6.4% over the quarter and 
has risen 5.7% over one year. BlackRock 
Frontiers Investment Trust has been 
a strong performer, gaining 9.9% this 
quarter and it is up 15.2% over one 
year. The trust has benefited from stock 
selection in the UAE and Poland, while 
financials holdings such as Halyk Bank 
(Kazakhstan), OTP Bank (Hungary) and Al 
Rajhi Bank (Saudi Arabia) have performed 
well over the last year. The manager has 
been adding to smaller markets such as 
Kenya, Bangladesh and Pakistan having 
largely avoided them for several years, 
partly due to poor currency policies.  

Within the Thematic silo, technology was 
a strong contributor this quarter, staging 
a strong recovery from the last quarter. 
The company’s investment in Polar 
Global Technology gained an impressive 
26.6% this quarter, taking its annual return 
to 12.2%. The performance of technology 
stocks outside of the Magnificent 
7 has been especially strong recently. AI 
developments continue to impress, with 
data around usage very strong, which 
drives AI infrastructure spend. Robust 
growth in AI semiconductors also drove 
impressive results at Broadcom, a top 
three position for the Polar fund that 
gained over 50% during the quarter. The 
Company’s other technology position, the 
passive iShares Expanded Tech Sector 
ETF gained 16.5% this quarter to be up 
9.7% over the year. Polar Capital Global 
Insurance had a weaker quarter after 
a period of good returns, with a decline of 
3.4% over the quarter while being up 8.9% 
over twelve months. The fund’s US-listed 
bias slightly detracted given the weakness 
of the dollar. The managers continue to 
believe that book value growth will drive 
value creation in their portfolio, and they 
estimate this at 8% for the past six months 
despite a 2% drag from the California 
wildfires in January, leaving them on track 
for their 16% expectation for book value 
growth at the start of the year. 

Diversifying Funds
The role of the diversifying holdings is to 
provide the portfolio with an alternative 
source of returns whilst dampening 
volatility and displaying low beta to the 
equity market. In recent years identifying 
defensive holdings has been challenging 
for investors as bonds have suffered 
from rising yields, but in this context 
the Diversifying silo has been successful. 
The Diversifying silo fell just 0.3% over 
the quarter and it has now gained a very 
pleasing 1.3% over the last year. Longer-
term performance relative to bonds 
has compared very favourably given the 
strongly negative returns from bonds. 
Over three years, the Diversifying silo has 
returned 8.5%, far ahead of the 8.9% loss of 
the Gilts index over that period.

For the second quarter in a row, one of 
the strongest performers in this silo was 
Global Event Partners which gained 
3.3% taking its annual return to 8.1%. This 
event-driven fund seeks to take advantage 
of dislocations caused by corporate 
events, be they mergers and acquisitions 
(M&A) or company transformation. 
Portfolio positions across hard catalyst, 
soft catalyst and credit investments all 
contributed to returns, with two mergers 
in the portfolio completing in May. An 
investment in Nippon Steel / US Steel 
benefited performance after reports that 
Trump would endorse the deal, which was 
subsequently approved in June. Hudson 
Bay, a macro trading multi-strategy fund, 
continued to deliver steady gains, with a 
1.1% return this quarter taking its return 
over the year to 8.6%.

An area of weaker performance in the 
Diversifying silo has come from its trend-
following (CTA) funds, which have all been 
through a difficult period lately. April 2025 
was a particularly difficult time for these 
funds, as CTAs were caught on the wrong 
side of market reversals following Trump’s 
‘Liberation Day’ tariff announcement. 
The SG Trend Index declined by 8.0% in 
April, and was down 11.1% for the quarter. 
The Company’s CTA holdings fell by less 

than this, but nevertheless detracted 
from performance. Winton Trend Fund 
returned -5.1%, John Street Systematic 
returned -6.0% and Schroder GAIA 
BlueTrend (which we had partially sold 
in October 2024) returned -10.3%. A new 
position in BlackRock Systematic Total 
Alpha, which invests systematically across 
market neutral equities and multi-strategy 
fixed income, but not in a trend-following 
fashion, returned 3.7% since its purchase 
at the start of the quarter.

The majority of the Company’s fixed 
income holdings delivered modest gains 
over the quarter, and have provided 
decent returns over one year. The two 
multi-strategy credit funds were both up 
approximately 1.0% in the quarter, and 
over one year CQS Credit Multi Asset 
Fund is up 7.6% while Apollo Total 
Return has gained 6.9%. The CQS fund 
was purchased in July 2024 to complement 
the Apollo fund with its more European 
credit focus contrasting to Apollo’s US 
dominated exposure. Both funds invest 
more in the high yield and structured 
credit spaces and so have been able to take 
advantage of the higher yields on offer. The 
Vanguard US Government Bond Index 
Fund gained 1.1% during the quarter 
taking its annual return to 4.9%, while 
the Lazard Convertible Global Fund 
rose 0.7% this quarter to be up 4.0% over 
one year.

Private Equity
The investment manager’s deep experience 
and track record of investing in private 
markets led us to add private equity to 
the Company’s investment strategy in 
2023. It was always anticipated that this 
would be a journey as it takes multiple 
years to get capital into the ground and 
then even longer before these funds 
grow in value, realise their investments 
and start distributing capital back to 
investors. We have made good progress 
to-date with nine commitments made to 
seven top quality managers. The proposed 
combination of Hansa Investment 
Company and Ocean Wilson Holdings 

The company’s investment in Polar Global 
Technology gained an impressive 26.6% this 
quarter, taking its annual return to 12.2%. The 
performance of technology stocks outside of the 
Magnificent 7 has been especially strong recently. 
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would see the Company getting instant 
direct exposure to a mature private equity 
programme consisting of top tier, hard to 
access managers.

Given that we are unable to commit to 
a manager until they return to the market 
to raise a fund, it takes time to flesh out 
a fully diversified portfolio. The majority 
of our commitments so far have been 
in venture capital and the technology 
sector purely because these managers 
have been the ones back in the market. 
GGV (since rebranded to two separate 
firms: Notable Capital and Granite Asia) 
and Khosla Ventures are among the very 
best venture capital investors in the world 
while TrueBridge is a venture capital 
fund-of-fund that diversifies our manager 
level exposure.

We have also made commitments to some 
mid-market funds in BPEA EQT, a pan-
Asia manager, and Gryphon Partners, 
a US focused group. Investing in the 
middle market is one of our favoured areas 
as we believe these groups often generate 
more attractive returns as they grow 
quicker than the mega cap companies 
who ultimately may end up buying these 
groups to boost their own growth. 

Global Equities
The portfolio rose 8.5% over the past 
quarter, with the biggest contributors 
being Interactive Brokers, Eurowag and 
Subsea 7. The biggest detractors were 
Bergman, Arch and Orion. 

As you will see below, the past quarter 
marked a notable uptick in portfolio 
activity. Periods of elevated volatility 
provide us with compelling opportunities 
to add to existing high-conviction 
holdings that, in our view, had been 
indiscriminately sold off – thrown out 
with the bathwater, so to speak.

We are typically low-turnover investors 
– 2024 saw turnover of just 4%, implying 
a 25-year average holding period. But 
April alone exceeded that, as we were 
able to repurchase several businesses we 
had previously trimmed, at discounts 
of 25–35% to our exit prices just 
a quarter earlier.

We welcome these moments of market 
dislocation. They are when we lay the 
foundations for future outperformance 
– as we did in 2020 and 2022. We believe 
this past quarter offered a similar 
opportunity. What surprised us, however, 
was the speed of the rebound. Some of the 
positions we added to are already up 40% 
– a sharp contrast to 2020 and 2022, when 
gains took years to fully materialize.

While the window was brief, the impact 
was meaningful. We believe these 
moments – when quality assets go on 
sale – are when long-term value is quietly, 
but powerfully, created. We also took the 
opportunity to add a new position to the 
portfolio – a company that found itself at 
the centre of recent tariff concerns and, at 
the time of purchase, had fallen 44% since 
the end of January.

4imprint is the leading distributor of 
promotional products in North America, 
serving a wide range of customers 
including businesses, schools, non-profits, 
and government agencies. With a strong 
reputation for service, a wide product 
offering, and a deeply customer-centric 
culture, it has become the most trusted 
name in the industry. Despite holding just 
5% market share in a highly fragmented 
$27 billion market, 4imprint is the largest 
player by some margin.

What drew us to the business is its rare 
combination of quality, scale, and capital 
discipline. It consistently earns premium 
pricing, enjoys high levels of customer 
retention, and reinvests for growth at 
returns north of 60% ROIC. The business 
throws off significant cash, is debt-free, 
and trades on just 10x earnings and 
a 10% free cash flow yield, with long-term 
revenue growth of 5%+ through the cycle.

While the macro outlook remains 
uncertain, we believe much of that risk 
is already priced in. 4imprint’s rock-solid 
balance sheet gives it flexibility, and its 
market leadership makes it well-placed to 
gain share in any downturn.

Why do we think the market is 
missing this?

4imprint is a classic “orphan stock” – listed 
in the UK, but with all operations in the 
US. The company keeps a low profile, 
doesn’t promote its equity story, and 
doesn’t market to the typical institutional 
audience. It’s also cyclical and exposed 
to the US small business economy, which 
many investors currently find unappealing. 
But we see a contrarian opportunity: 
recent confidence data suggest small 
businesses may be stabilising, and 
4imprint is historically a share gainer in 
these environments.

This is precisely the kind of high-quality 
business that becomes available during 
periods of market stress. There may be 
further operational weakness in the 
short term, but we believe the company 
will emerge stronger – as it has after 
every downturn. Since the current CEO 
took over 22 years ago, 4imprint shares 
have delivered more than 200x returns, 

Since the current 
CEO took over 22 
years ago, 4imprint 
shares have delivered 
more than 200x 
returns, comfortably 
outperforming the 
darlings that are 
Amazon and Microsoft 
over the same period. 
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The Board believes that such a combination 
will create an investment company with 
total net assets in excess of £900m under a 
simplified group structure which will broaden 
the appeal of the Company among investors 
and enhance the liquidity of the shares. 

comfortably outperforming the darlings 
that are Amazon and Microsoft over 
the same period. We can only hope for 
a fraction of that return over our holding 
period – but at this valuation, we like 
the odds.

During the quarter we added to our 
positions in Glencore, Eurowag, Coats, 
Arch, Interactive Brokers and Orion 
and reduced our position in GCO after 
the takeover and initiated the position in 
4imprint. 

Ocean Wilsons Holdings
It has been a very active period for 
Ocean Wilsons Holdings. The sale of its 
56.47% holding in Wilsons Sons, that was 
initially agreed on 21 October 2024, was 
confirmed on 20 May 2025 when the last 
regulatory approval was received. The sale 
was subsequently completed and Ocean 
Wilsons received approximately $594m 
net of all costs and relevant Brazilian taxes 
on 4 June 2025. 

As had been mentioned in the last 
quarter’s commentary, Ocean Wilsons 
announced on 17 June 2025 a tender offer 
for up to 20% of its shares. The results of 
the tender offer were announced on 21 
July 2025 and approximately £109 million 
was returned to tendering Ocean Wilsons 
shareholders. Hansa Investment Company 
did not participate in the tender.

On 28 July 2025 Hansa Investment 
Company released a joint statement with 
Ocean Wilsons to announce that the 

two companies had agreed the terms of 
a recommended all-share combination, 
under which HICL would acquire the 
entire share capital of Ocean Wilsons. 
The Board has concluded that such 
a combination presents an attractive 
proposition for shareholders. It will 
create an investment company with 
total net assets in excess of £900m under 
a simplified group structure, which the 
Board believes will broaden the appeal 
of the Company among investors and 
enhance the liquidity of the shares. It will 
allow Hansa Investment Company to 
generate an uplift in the carrying value of 
Ocean Wilsons by reporting it at net asset 
value (rather than share price) and will 
simplify the investment proposition. The 
combined Company will also benefit from 
a reduced fee rate, with a tiered rate of 
0.8% of NAV up to £500m and 0.7% of NAV 
thereafter, as compared to the existing 
management fee of 1.0%. The Board has 
also announced the intention to introduce 
a new capital allocation policy following 
the combination that will prioritise annual 
share buybacks of between 2% and 4% of 
its shares.

Part of the rationale for the proposed 
combination of the two companies is that 
the other part of Ocean Wilsons Holdings, 
OWIL, shares many characteristics with 
the fund portfolio held directly within 
Hansa Investment Company. The most 
recent valuation for the investment 
portfolio was $321.2m in March 2025, 
slightly down from $325.9m in December 

2024 and from $322.8m in March 2024. The 
main difference between the investment 
portfolios of OWIL and HICL is OWIL’s 
mature private equity book. This can 
be split into investments made before 
and after the private equity strategy 
changed in 2014. The commitments made 
since 2014 have been predominantly to 
a smaller group of core buyout managers 
in developed markets, particularly the 
US. These include managers like TA 
Associates, KKR, Silver Lake, PAI 
Partners and Apollo. A grouping of 
more specialist managers has been 
opportunistically added over time with 
financials specialist Reverence Capital 
Partners and healthcare specialist 
OrbiMed good examples while more 
recently commitments have been 
made to venture capital groups like 
Mayfield, Khosla Ventures and GGV. 
We continue to believe that the OWIL 
portfolio strongly complements the 
Company’s own investments, with the 
private equity investments since 2014 
creating a significant point of difference. 
Ocean Wilsons paid a final dividend of 
122 cents per share on 28 May 2025, and 
subsequently announced an interim 
dividend payment of 59 cents per share 
that was paid to shareholders on 18 
July 2025.

Alec Letchfield 
Chief Investment Officer
July 2025
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