
Quarterly Report 31 March 2026

Buy on the cannons,  
sell on the trumpets?



Executive Summary

Going into 2026 everything looked set for another positive year. Economic growth and company earnings 
were robust, if not stellar, with the surge of AI-linked capex increasingly contributing to this. Policy was 
generally accommodative with most central banks cutting rates and fiscal policy broadly expansionary. That 
is not to say that there weren’t risks. We were cognisant that surges of capex on the newest technology often 
never see a return and interest rates in the US could be cut too fast by a more dovish Fed. However, we didn’t 
think these were showstoppers.  

The biggest risk, we thought, was geopolitical with several major 
conflicts ongoing and the unpredictability of the US under 
President Trump. The rise of China, and to some extent India, as 
competitors to the US has added complexity to the geopolitical 
backdrop. This risk was catalysed in late February when the US 
and Israel launched a bombing campaign on Iran. This initially 
appeared successful with the quick killing of Supreme Leader Ali 
Khamenei but then became bogged down as the Iranian regime 
proved more resilient than expected before lashing out at its 
neighbours as well as effectively closing the Strait of Hormuz 
through which approximately 20% of global oil flows.

Wars are inherently unpredictable and we do not pretend to have 
any special insight into what will happen in this conflict. When 
looking to assess the impact of this war on global markets we fall 
back to considering three pillars: 

(i) The history of how stock markets react to wars – Markets 
typically overreact to any news flow driven by so-called experts 
and a doom mongering media. For long term investors, this is 
typically just noise and often represents a buying opportunity.

(ii) Trump’s typical game plan – Trump has time and again gone 
in hard before quickly looking for any way out that he can claim 

as a victory. It is in neither side’s interests to drag out this conflict 
(its unpopularity in the US and its economic cost to Iran) making 
a negotiated settlement in the near term more likely.

(iii) The longevity of our investment horizon – A short war is 
unlikely to have a significant long-term impact on global markets 
and generally the best tactic is to stay the course and not panic.

Clearly there are risks and the current spike in energy prices will 
have an impact on economies. The longer energy prices remain 
elevated, the larger the impact will be but at the moment they are 
manageable for most countries. Generally net importers of energy, 
such as Europe, Japan and the EMs, have been hit harder while net 
exporters like the US have been more resilient. We had started to 
diversify our portfolio from the US, our traditional happy hunting 
ground, to Japan and the EMs with some success but recent 
events have given us pause for thought. 

Whilst the war is already lasting longer than many, including 
us, thought it would, we do see the situation being resolved in 
the nearer term. For this reason we remain pro-markets and, if 
anything, are inclined to lean in when opportunities arise. We are 
clear-eyed on possible alternative scenarios, however, and remain 
ready to change course if necessary.
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A constructive start to the year	
We entered 2026 with a broadly 
constructive view on global stock markets. 
Despite three years of robust double-digit 
returns and the fear that markets were 
becoming overbought, the fundamentals 
remained largely supportive. Economic 
growth, whilst not stellar, was expected to 
be on trend with the risks to the upside in 
the all-important US market as a number 
of laggard sectors appeared to be on an 
improving cadence. Company earnings 
were also forecast to be robust and grow 
at a respectable double-digit rate in the 
year ahead, helping reduce the above 
average valuations.

Reinforcing this positive backdrop is the 
huge spend on AI. Whilst a double-edged 
sword, representing a potential risk to 
markets as we discuss later, the current 
spending pattern by the Magnificent 7 (M7) 
shows no sign of abating as they adopt 
a winner-takes-all strategy. Determined not 
to be disintermediated, and viewing AI as 
a societal changing technology, the large 

tech companies are using their prodigious 
cash flows to develop the category leading 
AI model in what has become an arms race. 
Such is the level of spending that J.P.Morgan 
estimated that AI contributed 1.1% to 
US growth in the first half of 2025, above 
even the contribution from the mighty 
US consumer.

The final factor supporting this constructive 
view on world markets was the policy 
backdrop. Interest rates in the US, which 
not only drive liquidity within the US 
market but also much of the global 
financial system, are on a downward 
trend which was further amplified by the 
nomination of a new Federal Reserve chair, 
Kevin Warsh. Warsh is not only an interest 
rate dove but, importantly, being a known 
entity removed a potential systemic risk 
which some of the other candidates posed 
due to their uber-dovish nature. Combined 
with the supportive fiscal backdrop, 
through Trump’s One Big Beautiful Bill Act, 
this further underpinned the outlook for 
markets as we entered the year.

Alec Letchfield
Portfolio Manager 

Chart 1: The contribution of several AI-related sub-sectors to US growth significantly increased in 2025

Source: The Bureau of Economic Analysis

* Figures are seasonally adjusted at annual rates.
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Unsurprisingly then, stock markets started 
the year in fine health and produced 
robust returns in both January and 
February with Europe, Japan and the 
emerging markets leading the way.

Rising risk profile	
Despite this positive backdrop, we also 
viewed the risk profile as becoming more of 
a concern in the year ahead. As highlighted, 
whilst the spend on AI has been supportive 
of growth, the unprecedented size of the 
CAPEX may never generate a return to 
justify the outlay. History is littered with 
examples of bubbles where the exuberance 
of the upside was never matched by the end 
returns due to the excess capacity created. 
Ranging from the tulip mania in the 1630s 
to the rail and cable bubbles of the 19th 
and 20th centuries, these industries took 
years to recapitalise themselves such was 
the capital destruction, despite successfully 

changing the way in which we lived for the 
better. The challenge, of course, is knowing 
where you are within this process albeit 
in the case of AI it looks increasingly like 
we are now at the point where AI needs to 
replace elements of the labour market as 
well as some existing technologies to justify 
the current spending. Time will tell.

The second risk that concerned us was 
interest rates in the US being pushed down 
too aggressively. Though a positive in the 
near term, the current blend of greater 
fiscal spending together with interest 
rates being pushed ever lower raises the 
spectre of an old-fashioned liquidity driven 
boom and subsequent bust as the Federal 
Reserve is forced to step on the brakes to 
quell growth and in the process catalyses 
a recession. We did not think this recession 
was likely in 2026, but we definitely saw it 
as a risk going into 2027.

Chart 3: Big tech’s capital expenditure has risen exponentially over the last decade

Chart 2: Equity markets performed strongly in January and February

Source: Bloomberg

Source: Bloomberg
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As highlighted by the tariffs levied this time 
last year, Trump is a leader who adopts an 
America first strategy even if this means 
antagonising historic allies and, arguably, 
a worse end result for all.

Second, we have seen a rapid rise in both 
the power and importance of nations 
that were previously too small to be of 
relevance. With China now the second 
largest economy and nations such as 
India becoming ever more important, the 
geopolitical backdrop is becoming more 
complex, not least because these other 
nations are often governed under differing 
political systems and possess economic 
models which are not necessarily centred 
around free trade and capitalism. 

The net effect has been the creation of 
a more complex world order and one 
that is challenging to invest in due to its 
often-binary nature.

Combining these risks with the high 
valuations at the start of the year, 
which removed an important margin of 
safety, created the potential for a more 
meaningful sell-off.

Geopolitical risks
The risk that was top of our mind however, 
and the one that ultimately came to 
fruition, was geopolitical. As discussed in 
the past, geopolitical risks are an area that 
have not given much cause for concern 
to investors in recent decades with 
a predictable hegemon in the form of the 
US and with other nations simply too small 
to matter, at least from a stock market 
perspective. This relative world balance has 
now changed. 

First, the election of Trump heralded a less 
conventional and highly unpredictable 
leader of the world’s most powerful nation. 

The unpredictability of this new world 
order came to a head at the end of 
February when the US and Israel launched 
an attack on Iran. Whilst skirmishes in 
the Middle East are not new, the latest 
development is notable on two fronts. 
Firstly, the attack was more than just 
the conventional mutual bombing of 
respective military bases and instead was 
a determined effort to achieve regime 
change in Iran. Initially this looked to 
have been a success with the death of the 
Supreme Leader Ali Khamenei. Secondly, 
was the response by the Iranians who 
proceeded to take the unusual step of 
targeting the broader region’s energy 
supplies, dragging them into a war which 
they had hoped to avoid, and by effectively 
closing the Strait of Hormuz through which 
a large proportion of the world’s energy 
supply is transported.

Chart 4: The majority of markets are trading at valuations above their long-term average

Chart 5: China and India have become a much larger proportion of global GDP over the last 30 years

Source: Bloomberg

Source: The World Bank
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Chart 6: Most military conflicts have little long-term impact on financial markets

Source: Bloomberg

So, what do we think? The simple 
answer is that we do not know and nor 
does anyone else. Wars are inherently 
unpredictable. The inevitable military 
experts will profess to have an inside-edge 
and the press will paint a picture of doom 
and gloom, but much of this is guesswork, 
particularly when one side has a leader as 
unpredictable as Trump. Hence, we see 
little value in adding to the current reams 
of press coverage by giving our two cents 
worth on US/Iranian military strategy. We 
do though have three pillars to stand on 
which help guide us from an investment 
perspective: (i) The history of how stock 
markets react to wars, (ii) Trump’s typical 
game plan, and (iii) The longevity of our 
investment horizon.

Starting with the history of military 
campaigns, whilst all are unique in their 
own way, they typically share some 
common features. Assuming that a war 
lasts for more than a few days (which this 
conflict now has), the normal pattern is 
for markets to shift from complacency 
to assuming a worse case scenario in 
fairly short order. Reflecting the inherent 
uncertainty of wars, and the inevitable 
stream of bad news from overly confident 
military strategists and a press which 
recognises that bad news sells, markets 
often lurch down at this point. Typically, 
though, selling into this weakness is 
precisely the wrong course of action and, if 
anything, longer-term investors should be 
leaning into it. It is for this precise reason 
that the old saying of buying on the sound 
of cannons and selling on the sound of 
trumpets is so often right!

The second thread to our approach 
to wars is the motivation of the key 
players. Here, whilst Trump is inherently 
unpredictable, he does exhibit a typical 

pattern of behaviours. As illustrated by 
his numerous tariff programmes, there 
is initially considerable bluster and 
a desire to ‘go in hard’ and to show little 
restraint. However, despite the bluster, 
Trump’s Achilles heel is the stock market 
and his popularity amongst the US 
electorate. Ultimately, if his actions look 
to be threatening these he has invariably 
backtracked quickly and looked for an off-
ramp whilst claiming victory. The current 
situation is very much following this 
normal game plan with Trump amassing 
a huge armada of military might in the 
region and obliterating a substantial 
proportion of Iran’s naval, missile and 
nuclear weapons programme in addition 
to killing much of Iran’s leadership. There 
was a narrow path through which Trump 
could claim a quick victory achieving his 
twin aims of severely diminishing Iran’s 
ability to disrupt the broader region and 
achieving regime change. However, the 
Iranian regime has proven more resilient 
than expected, and by maintaining a tight 
control of the population, unexpectedly 
bombing its Gulf neighbours’ energy 
supplies and effectively closing the Strait 
of Hormuz they have thrown a spanner 
in the works! Nonetheless, with the war 
deeply unpopular in the US, making 
a resounding defeat for the Republicans 
ever more likely in the coming mid-term 
elections, together with a more protracted 
war placing continued upward pressure 
on the oil price and with it the likelihood 
of recession, the desire for Trump to seek 
a resolution and anything he can claim as 
a victory is growing stronger by the day. 

Similarly, the Iranians are also under 
considerable pressure to end the war. 
Whilst showing a surprising resilience and 
acting in a non-conventional fashion, their 
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•	 No one really knows the end outcome. 
Whatever an expert’s background, be 
it Middle Eastern politics or military 
knowledge, wars are inherently 
unpredictable, not least with President 
Trump involved.

•	 Historically, it has rarely paid to panic. 
The wisest course of action has usually 
been to do very little and, if anything, 
lean into periods of weakness.

•	 The key actors in this conflict – the 
US under Trump and Iran – both have 
a vested interest in a quick resolution 
and one which enables both sides to 
save face.

Combining these guiding principles with 
our long-term investment horizon makes 
us firmly of the view that now is not the 
time to sell. If anything, we are more 
inclined to lean into periods of turmoil and 
look to switch into those areas which are 
most affected if we feel that the sell-off is 
unwarranted in the long-term.

What though if we’re wrong? Well, there 
are undoubtedly alternative scenarios 
and one, in particular, has the potential 
to disrupt markets more severely. To date, 
the key impact has unsurprisingly been 
in the energy markets which has seen 

military strength pales into insignificance 
compared to the might of the US. With an 
economy that is effectively bankrupt, and 
now rudderless following the death of Ali 
Khamenei - perhaps the one individual 
who had the ability of achieve order 
amongst the clergy, military, judicial 
system and the population - the country 
and regime is facing an existential crisis. 

Perhaps the one party who would wish 
for the continuation of the war is Israel. 
Having lived for decades under threat 
by Iran, which is committed to Israel’s 
destruction in addition to funding anti-
Israel proxy militias like Hezbollah and 
Hamas, the two nations have effectively 
been at war for a generation. The current 
war represents a chance for the Israelis 
to eliminate much of their greatest 
enemy’s political and ideological threat 
and possibly create the conditions for 
a revolution that leads to a more friendly 
leadership in the country. Ultimately, 
however, as was demonstrated by the 
Twelve-Day War last year, Israel will bend 
to Trump’s wishes if he instructs them to.

Hence summarising these points provides 
us with a framework as to how to deal 
with wars. Namely:

oil rise from $72/barrel pre-conflict to 
$101/barrel now.  Whilst this represents 
a substantial 40% gain, it arguably does 
not fully reflect the scale of the conflict. 
Were the disruption to Gulf oil supplies to 
last for a protracted period of time then 
it is very likely we would see the oil price 
head north of $150/barrel. Whilst oil is 
less important now than during the 1970’s, 
such a move would undoubtedly lead to 
much higher inflation, sapping consumer 
demand and stymying the ability of 
central banks to counteract the impact 
on the broader economy. Such a situation 
would inevitably lead to recession and an 
accompanying bear market. Nonetheless, 
whilst ever watchful, this is not our central 
scenario and even if it were to happen the 
lack of excesses in the economy, especially 
for the consumer and banking sector, 
means that such a bear market would 
likely be muted by historic standards.

Market reaction and portfolio 
positioning	
From a stock market perspective, investors 
have acted largely as we would expect 
albeit with some interesting twists. As 
discussed above, the main impact has 
been within the energy markets which 
have gapped higher, but not to a level 

Chart 7: Oil has become a smaller part of the world’s energy consumption

Source: Our World in Data – Energy Institute – Statistical Review of World Energy (2025)
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We are more inclined to lean into periods of 
turmoil and look to switch into those areas 
which are most affected if we feel that the 
sell-off is unwarranted in the long-term.
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rate expectations have jumped, especially 
in Europe where the ECB and the Bank 
of England are priced to raise rates by 
about 70bp and 55bp respectively by 
year-end. Similarly, gold which typically 
would represent a stalwart in periods of 
geopolitical uncertainty, has fallen sharply 
since the onset of the war. Having been on 
a tear since the Russia/Ukraine conflict, 
the margin of safety has likely been 
removed as FOMO (Fear Of Missing Out) 
set in and hot money entered in the latter 
part of 2025. Unfortunately, such investors 
tend to be fickle in nature and exited at 
the first signs of distress.

In terms of portfolio positioning, current 
events raise some important questions. 
Our core scenario supports our generally 
pro-risk positioning. Assuming that 
Trump adopts his normal TACO (Trump 
Always Chickens Out) approach, and the 
US economy escapes largely unscathed, 
we will return to a backdrop of healthy 
growth, declining interest rates and 
supportive fiscal policy. Clearly if this 
does not transpire, and we remain in 
a protracted campaign where the Iranians 
successfully disrupt global energy supplies, 
persistently higher inflation, the ensuing 
recession and the accompanying bear 
market will become an ever more likely 
prospect. We will watch carefully for such 
a scenario and we are prepared to pivot 
if necessary.

At the country level, as highlighted 
many times in the past, we have been 
unashamed bulls of the US corporate 
miracle. Based on a desire to do business, 
unparalleled entrepreneurship and 
corresponding high returns on equity, 
the US stock market has unsurprisingly 
dominated global market returns. 
Nonetheless, from time to time it is 

that reflects a persistently higher oil 
price. This likely reflects oil traders taking 
a similar view to our own in terms of the 
conflict not persisting in the longer term. 
However, in all probability, the current 
price is almost certainly the wrong 
price with energy prices likely to fall in 
the case of a resolution or gap higher 
if the war shows signs of being a more 
protracted campaign.

Equities, unsurprisingly, have been 
negatively hit by recent events. Whilst 
certainly not panicking, with global 
markets down just 1.5% for the year, 
investors have been factoring in the 
impact of energy prices on inflation and 
increasingly considering the damage 
that persistently higher prices would do 
to consumer spending, especially the 
lower end consumer. Yet again the US has 
fared better. Despite starting the war, the 
US enjoys the advantage of being a net 
energy exporter and having a relatively 
closed economy. Even here though, there 
will be a redistribution effect with the US 
energy companies doing well versus the 
consumer suffering due to higher gasoline 
prices, especially as we enter the summer 
driving season. In contrast, the emerging 
markets, Japan and Europe have suffered 
to a much greater degree. In many cases 
these are net consumers of energy and 
heavily dependent on global trade. The 
emerging markets have been particularly 
exposed, especially those in the Middle 
East region which have seen severe 
economic disruption from the war.

Price actions amongst the defensive asset 
classes have been more surprising. Bond 
investors have chosen to focus on the 
inflationary impact of recent events rather 
than the negative effect on economic 
growth. Yields have generally risen and 

In contrast, the 
emerging markets, 
Japan and Europe 
have suffered to a 
much greater degree. 
In many cases these 
are net consumers 
of energy and 
heavily dependent 
on global trade. 

Chart 8: March saw widespread declines across equity and bond markets, in many cases wiping out gains in January and February

Source: Bloomberg
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approach is worrying but even here the 
combination of the parlous state of the 
Iranian economy and pressure from 
the few friends that it does have left are 
likely to encourage them to agree to 
some form of compromise. Israel may 
want to continue the campaign for its 
own reasons but will eventually cede to 
America’s wishes.

Hence, whilst the current disruption is 
lasting longer than many perhaps thought, 
including Trump himself, we do see the 
situation being resolved in the nearer 
term. For this reason, we remain sanguine 
with our pro-market positioning and, if 
anything, are inclined to lean into those 
areas most affected by the turmoil. Clearly 
there are alternative scenarios which may 
result in a worse outcome for markets, 
but we view these as tail prospects and 
ones which our time horizon can absorb, 
especially with economies currently in 
good health and with few of the normal 
excesses that amplify such situations.  

Portfolio Review and Activity
In the first quarter following the 
completion of the Company’s combination 
with Ocean Wilson Holdings Limited, 
the portfolio delivered strong NAV 
performance with a gain of 1.3%, which 
was ahead of both the global equities 
index (down 1.5%) and the equal weighted 
60:40 portfolio (represented by the MSCI 
ACWI NR GBP Equal Weighted and the 
FTSE All Stocks Gilts TR GBP), which 
returned -0.2%. This performance takes the 
portfolio’s return for the financial year to 
29.4%, far ahead of the 17.2% gain of global 
equities and the 11.1% return of the equal 
weighted 60:40 portfolio. Over three years 
the portfolio’s return is 65.5%, compared to 

right to lean elsewhere and this is 
something that we had been doing over 
the last 12 months. With US valuations 
high by historic standards, the growing 
concentration of the M7 combined 
with the improving outlook for many 
emerging markets has made the risk/
reward ratio look relatively better in the 
emerging countries. Our decision to focus 
our firepower on the emerging markets 
and Japan had started to bear fruit with 
excellent performance over the last 
year. Hence, whilst recent events have 
stopped this rotation in its tracks, with 
the safe haven status of the US making 
it the natural place to park one’s money 
during such periods of distress, we would 
expect this trend to reassert itself if we see 
a reasonably rapid resolution.

Summary	
Wars, by their very nature, are inherently 
unpredictable. Despite the contributions 
of so called regional and military experts, 
no one really knows how or when they will 
be resolved. At such times we fall back on 
the factors which we can control with it 
generally paying not to panic, looking at 
the motivation of the key players involved 
and ultimately leveraging the length of 
our investment horizon which means that 
we can ultimately ride through periods of 
volatility that would lead other investors 
to capitulate at precisely the wrong time.

In particular, we would note the 
motivations of the key players involved. 
Trump, despite being volatile, has shown 
time and again that he will eventually 
back down, portraying it as a win for 
America, if his actions are damaging stock 
markets and his popularity amongst the 
US electorate. Iran’s current maximalist 

48.0% for global equities and 15.5% for the 
equal weighted 60:40 portfolio.

The Company’s ordinary share price fell 
1.8% during the quarter but gained 14.5% 
over the financial year. The A shares 
performance was flat over the quarter 
and up 23.5% over twelve months. The 
combined discount of the share price to the 
NAV sits at 46.1% as at 31st March 2026.

In accordance with the Board’s previous 
decision regarding the deployment of the 
Wilson Sons cash in the portfolio, the first 
tranche of cash was invested at the start of 
the quarter, and the second tranche was 
executed at the end of the quarter, with 
some trades running into the beginning of 
April. At this stage, two further tranches 
are planned later this year. The first tranche 
was invested across the whole portfolio, 
with the opportunity taken to rebalance 
many of the portfolio’s fund exposures, 
while the second tranche was largely 
invested pro-rata across the portfolio.

Country and Thematic Funds
The holdings in the Country and Thematic 
Fund sleeve returned -2.2% this quarter, 
taking the return over the financial year 
to 18.2%. Many of the more generalist 
long-only funds in this part of the portfolio 
registered modest declines over the 
quarter as equity markets fell, although 
several of the more specialised holdings 
were able to deliver positive returns. 
This was especially true in the Thematic 
holdings where there were some strong 
performances in technology, healthcare 
and shipping exposures.

In the US, funds such as Findlay Park 
American and BA Beutel Goodman US 
Value fell a little less than the market. 

Chart 9: Our portfolio positioning

Historically focused on non-bond assets 
but increasing exposure to alternative fixed 
income in a higher yield world 

Non-Bond Assets
Fixed Income

Diversifying Assets

Cautious while war is ongoing but generally 
improving outlook. Dialling up exposure to 
increase diversification

Rest of World Equities

Maintaining exposure while Iran War is 
ongoing but longer term will reduce to 
increase diversification

US Equities

Risk on Remain OverweightMarkets Overall

Main View Direction of ExposureAsset Class
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There were strong performances on 
both an absolute and relative basis 
from several of the Thematic holdings. 
The Polar Capital Global Technology 
Fund managed to steer a course through 
the sector’s volatility and deliver a very 
strong gain of 6.2% to take its annual 
return to an excellent 81.3%. The fund has 
a large underweight position in the M7 
stocks and a significant underweight in 
software, both of which have contributed 
to relative returns. Over the last year the 
fund has benefited from a broad focus on 
AI enablers such as networking, storage, 
optical, components and memory, and 
more recently an expansion into wider AI 
infrastructure such as data centre power 
and cooling. The manager believes that 
the continued flow of positive AI-related 
data supports their pro-AI portfolio 
positioning. The wider technology sector 
suffered declines in the quarter, hence 
the iShares Expanded Tech Sector ETF 
returned -6.8% to leave it up 27.4% over 
the year. Within healthcare, RA Capital 
International Healthcare returned 
5.7% over the quarter (albeit using 
a February price) to be up an impressive 
68.5% over the year. During the quarter, 
the position in Worldwide Healthcare 
Trust was replaced by Polar Capital 
Biotechnology Fund. The Polar fund 
has been managed by a very experienced 
investor since its launch in 2013, and 
in that time has delivered an excellent 
record of outperforming the biotechnology 
index. The recent purchase of Albemarle 
Shipping Fund has been a very strong 
contributor in the short time that it has 
been held, being up 21.8% since November 
2025, albeit with the latest price being end 
February. We believe that the constrained 
supply and strong demand in the sector 
is likely to provide plentiful opportunities 
for the specialist manager to add value. 
The fund has made most of its recent 
gains from net long positions in tankers 
as spot freight rates rose to all-time highs, 
although the manager has been reducing 
its exposure here given the strong run up 
in prices. 

Direct Global Equities
The portfolio rose 9.7% over the past 
quarter and 32% over the past year. The 
biggest contributors over the quarter were 
Subsea 7, International Petroleum and 
Glencore. The biggest detractors were 
4imprint, CTT and Bergman & Beving.

Over the past twelve months, returns 
have come not from chasing crowded 
market favourites, but from owning 
good businesses at sensible prices 
and allowing fundamentals to do the 
work. That remains our approach. We 

Pershing Square Holdings Ltd suffered 
a steep fall of -18.5%, which leaves its 
return for the past year at 6.8%. Pershing’s 
performance in the quarter was harmed 
by large positions in Alphabet, Amazon 
and Meta, which were purchased in early 
2023, April 2025 and November 2025, 
respectively, at opportunistic prices due 
to short-term dislocations in their share 
prices. These stocks declined early in the 
quarter on concerns around their large AI-
related capex programmes that exceeded 
market expectations, but the manager 
notes that the companies are making 
these investments in response to massive 
increases in demand, and believes that 
the market’s negative response is therefore 
misguided. We note that the performance 
of each of these holdings has picked up in 
early April.

There was strong performance from 
holdings in the Global Developed bucket, 
with the value fund Schroders Global 
Recovery being particularly strong 
with a return of 5.5% to bring its annual 
performance to 24.4%. We added this fund 
in late 2022 to increase diversification 
in the portfolio at a time when value 
investing had been out of vogue for many 
years. The fund has done very well over 
the past year whilst having a differentiated 
portfolio, with a significant underweight 
to North America (c30%) and almost 
no exposure to IT. Instead, the fund has 
diverse exposures to other themes such 
as Japan, high quality German industrials, 
inexpensive defensives and corporate 
turnarounds. Some of the biggest 
contributors to performance in the quarter 
included Rohm (Japanese electronics), 
GSK, Vodafone, Repsol (Spanish oil and 
gas) and LyondellBasell (US manufacturer 
of plastic, chemical and fuel products). 

During the quarter there were modest 
declines by the two European holdings, 
with Helikon Long Short Equity Fund 
returning -1.3% to take its twelve-month 
return to 55.3%, after an extremely strong 
run of performance. In Japan, Arcus 
Japan Fund registered a modest decline 
(-1.0%) and Alma Eikoh Japan Large Cap 
performed well with a gain of 2.3%, while 
Simplex Value Up Trust returned 12.4%, 
albeit this figure uses a February price. 
These three funds have produced returns 
of 21.4%, 19.1% and 29.5%, respectively, 
over the past year. There were some 
good returns in emerging markets as 
they outperformed developed markets 
during the quarter, with Schroder Asian 
Total Return gaining 2.3%, which was 
the just ahead of the iShares Core MSCI 
Emerging Markets ETF (2.0%), to take 
their one-year returns to 25.4% and 
26.8%, respectively.

In contrast, the 
emerging markets, 
Japan and Europe 
have suffered to a 
much greater degree. 
In many cases these 
are net consumers 
of energy and 
heavily dependent 
on global trade. 
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ago and still attractively valued even after 
the strong run. Many of our holdings 
remain underfollowed, unfashionable and 
misunderstood, which is often exactly 
where the best long-term opportunities 
are found. In a market still dominated 
by a narrow group of popular winners, 
we are excited to be positioned where 
price discipline, patience and sound 
capital allocation still matter most. That 
conviction is strengthened by the fact 
that, on average, management teams 
and founders own 28% of the shares in 
our companies.

During the quarter, we added to several 
existing holdings and initiated a new 
position in Ayala Corporation. We 
trimmed our position in Subsea 7, and 
received the cash proceeds from the 
takeover of Grupo Catalana Occidente.

Diversifying Funds
There was good performance from the 
holdings in the Diversifying sleeve, which 
returned 2.2% this quarter and is up 7.3% 
over one year. The sleeve has performed 
very well since its inception in June 2016, 
especially when compared to government 
bonds, the traditional defensive 
component of multi-asset portfolios. Since 
that date the sleeve has returned 58.1%, 
while the FTSE Gilts All Stocks index has 
fallen by 7.6%.

Among the best performers in this sleeve 
this quarter were the two trend-following 
systematic funds, which have been on 
a strong run of performance since last 
summer. Winton Trend Fund gained 5.5% 
this quarter while John Street Systematic 
Fund, which has a greater focus on 
trading commodities, gained 10.4%. 
These gains bring the annual returns of 
both funds to just over 10%. BlackRock 
Systematic Total Alpha Fund, which 
invests systematically using many different 
non-trend-following models, also had 
a strong quarter with a gain of 3.4% to 
leave it up 11.6% in the year since it was 
bought in the portfolio. The fund runs 
nine different diversifying sub-strategies 
across market neutral equity and multi-
strategy fixed income. There was strong 
performance from the cross-asset macro 

continue to focus on underappreciated 
companies with aligned management, 
strong balance sheets and clear long-term 
value creation, bought with a margin of 
safety. Much of that opportunity remains 
in less fashionable parts of the market, 
particularly “old economy” businesses, 
where years of underinvestment have 
improved the outlook for the survivors.

That helps explain why we continue to find 
value in areas such as energy, industrials, 
insurance and logistics and we are yet 
to find any value in technology shares. 
We are also finding more opportunities 
in markets outside the US, including 
Sweden, the Philippines and, increasingly, 
the UK. In each case, we are looking for 
businesses where operational progress 
is still not reflected in the share price. 
These are not companies that require 
heroic assumptions, but businesses where 
pessimism is already well embedded in 
the valuation. In some cases, the market 
has begun to recognise that value, and 
the “HALO” trade, heavy asset, low 
obsolescence, has helped drive a re-rating 
in several of our holdings.

One recent addition is Ayala Corporation, 
the Philippines’ oldest conglomerate at 
192 years old, controlled by the Zobel 
de Ayala family. Through its stakes in 
listed subsidiaries, it has core interests in 
banking, real estate, telecommunications 
and power generation. We believe it is 
a high-quality business with a strong 
record of growth, capital allocation and 
asset ownership. The recent shift in 
focus toward cash flow generation and 
asset rationalisation, together with the 
appointment of its first CEO from outside 
of the family, gives us confidence that this 
progress can continue. The shares trade at 
a significant discount to mark-to-market 
intrinsic value and if the underlying 
holdings were to move closer to fair value, 
the upside could be substantial. In our 
base case we believe the business trades 
at 60% of intrinsic value, with a bull case 
many multiples of the current price.

Looking ahead, we remain optimistic, 
even in an uncertain world. The portfolio 
is broader and more resilient than a year 

and mid horizon sub-strategies, with 
the former driven primarily by relative 
value strategies.

Other strong performers in the quarter 
include Nephila Iron Catastrophe 
Fund, up 5.6% to take its one-year 
performance to 22.0%. The fund has 
performed very well in recent years, 
justifying our decision to invest when we 
saw an attractive opportunity as much 
capital had withdrawn from the insurance 
sector following some costly years of 
insurance payouts.

There was more modest performance 
from some of the fixed income exposures. 
Apollo Multi-Asset Credit Replacement 
Fund and CQS Credit Multi Asset Fund, 
which invest similarly across the credit 
spectrum but with their focuses being on 
the US and Europe, respectively, gained 
1.2% and 0.4%, respectively, this quarter, 
taking their one-year returns to 6.2% and 
4.7%. Artisan Credit Opportunities 
Fund, a relatively new holding, gained 
2.2% (using a February price), to take its 
return since purchase in October 2025 to 
1.1%. This fund is an opportunistic credit 
strategy that predominantly invests in 
high yield credit and loans from smaller 
issues in the US which bigger groups, due 
to their size and liquidity requirements, 
cannot access.

Private Assets
Now that the portfolios have been 
combined, the private assets weight is 
around 9%. Our strategy here is to commit 
to high quality managers using a core 
and satellite approach. The core of the 
portfolio consists of a number of large 
buyout managers, predominantly in the 
US and Europe, which has been combined 
with exposures to Asia, venture capital 
and other select areas through time. We 
typically do not write about quarterly 
performance in this sleeve as valuation 
changes over short timeframes are not 
meaningful for private assets.

No new commitments were made during 
the quarter, but just after quarter-end 
a commitment was finalised to Founders 
Fund Growth IV, one of the very top 

We are more inclined to lean into periods of 
turmoil and look to switch into those areas 
which are most affected if we feel that the 
sell-off is unwarranted in the long-term.
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& consumer, general industrials and 
healthcare), with a particular focus on 
markets where growth can be sustained 
through economic and financial market 
cycles. Its largest offices are in Paris and 
London, but with five other offices in 
Europe and one in New York, the firm has 
a very strong network across corporates 
and owners in its core sectors. The 
portfolio made commitments to PAI’s 
flagship strategy through funds VI, VII 
and VIII.

Some of the portfolio’s Asia exposure 
is provided by Baring Private Equity 
Asia (BPEA), which was founded in 
1997 and is now one of the largest and 
most experienced private equity groups 
operating across Asia, with over 150 
people across eight Asian offices. The 
Manager was bought by EQT in 2022 when 
the company rebranded as EQT Asia, with 

venture capital managers in the world, 
with an exceptionally strong reputation 
and a superb track record. We are pleased 
to be able to access this fund, and believe 
that the reputation of the firm should 
provide it access to the most promising 
founders and highest quality deals.  

One of the portfolio’s core names is PAI 
Partners, a leading European private 
equity firm, investing in market-leading 
companies and developing these across 
Europe and North America. The firm 
was originally part of Paribas bank (now 
part of BNP Paribas). It spun out to 
form an independent firm in 2002, and 
today it is a partnership with no external 
shareholders. PAI invests in control 
buyouts in European upper middle 
market companies, focusing on leading 
brands in their markets. They invest in 
four core sectors (business services, food 

the BPEA team remaining in place. The 
firm’s investment strategy has evolved 
since its first fund in 1999 as the market 
has developed. The early funds invested 
in venture and minority deals, which 
progressed to mid- and large-cap buyouts 
for funds IV and V, while later funds 
are concentrated on large-cap buyout 
deals. In their experience, large buyouts 
have better predictability of returns. The 
portfolio is invested in funds VII, VIII and 
IX of the flagship series, which share an 
investment strategy of providing exposure 
to the higher rates of economic growth in 
Asia, while managing the risks of doing so 
through a well-diversified portfolio. The 
portfolio is also invested in the newer Mid-
Market Growth strategy that is designed 
to invest in the smaller deals that the firm 
previously did in its earlier funds.
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