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Market background 

Global equities extended their gains in the third quarter of 2025, buoyed by resilient growth and supportive policy 
shifts. The US reached trade deals with various economies, including the EU and Japan, while US rhetoric towards 
China turned more positive following direct talks. US equities delivered strong gains, with UK and European equities 
also rising. However, political concerns resurfaced in France after President Macron appointed his fifth prime minister 
in less than two years. Emerging market equities outperformed developed markets equities over the quarter, 
supported by stimulus measures in China and broad strength across Asia. By sector, information technology again led, 
extending its outperformance as investors focused on earnings momentum and AI-related themes. Energy lagged 
once more, with oil prices declining as demand forecasts were pared back and producers signalled higher output.  

Performance review 
The portfolio delivered a negative absolute return in rand terms and underperformed its benchmark. Broadly, the 
underperformance reflected the fact that the rally in global equity markets was partly driven by sentiment relating to 
AI, to which we have little exposure. 

At the stock level, the primary detractors from relative returns included some of our travel-related holdings, which 
were impacted by concern over consumer weakness. Airline and packaged tour operator Jet2’s shares fell despite 
results that were broadly in line, after the company’s comments on late bookings and aggressive competition were 
negatively received. Turkey-based airport operator TAV Havalimanlari detracted despite reporting higher revenue, 
again reflecting worries about the consumer outlook. Travel technology company Sabre’s results were disappointing, 
renewing concerns about the pace of growth the company is able to sustain. Investment platform Allfunds also 
underperformed, as results missed expectations due to both revenue and cost impacts. However, the company 
reported positive trends in assets under administration. Not holding Apple and Alphabet also detracted significantly 
from relative returns.  

The top contributors to relative returns included Rolls-Royce. Our largest position gained on expectations-beating 
results that saw the firm upgrade its guidance. The market’s positive view on the company’s defence exposure also 
supported the shares. Luxury group Kering was another outperformer, as investors welcomed the appointment of a 
new CEO and the prioritisation of a turnaround of the Gucci brand. Chipmaker Intel was another outperformer, its 
shares rising on news that NVIDIA would take a US$5bn stake in the company and form a partnership to jointly 
develop semiconductors. Intel’s shares gained on news of a potential partnership with Apple. Medical device maker 
Smith & Nephew outperformed after delivering a strong finish to H1, with Q2 seeing a broad acceleration in organic 
growth, with all divisions contributing meaningfully. Finally, shares in Swiss technology company Temenos jumped on 
strong quarterly results. The stock had been heavily shorted ahead of the results release, which featured an earnings 
beat and an upgrade to full-year guidance. Particularly encouraging was the catch-up on previously delayed 
subscriptions and SaaS (software as a service) deals.  
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Outlook and strategy 
Given the brief drawdowns in global and particularly US markets, it is worth revisiting the relative valuations of major 
equity markets, which at the start of the quarter (during ‘peak tariff fear’) had started to see US premium valuations 
narrow vs. the rest of the world, particularly Europe. That didn’t last long, though, and US valuations are still 
exceptionally high. We continue to see significant value in non-US stocks broadly, and there are scenarios where a 
reversion to more ‘normal’ equity market conditions would be very beneficial for the portfolio. 
However, we do not construct our portfolios based on any reliance on macro scenarios playing out. Instead, we look 
for the best ideas on a bottom-up basis that meet our return criteria, irrespective of what other investors may 
determine a ‘fair’ equity risk premium at different points in the investment cycle. With this approach, we are finding 
no shortage of potential investments, reflected in the diverse spread of contributors to relative returns in the most 
recent quarter, spanning a broad range of themes and sectors. Looking forward, our portfolios remain attractively 
valued, with upside potential that we regard as compelling. 
We are positioned as follows:  

• Sector bias: overweight industrials and consumer discretionary. 
• We continue to find a lot of opportunities in: 

− Travel-exposed sectors and stocks, relating to tourism, aerospace industrials and air travel generally. 
− Auto-suppliers exposed to a transition to electric vehicles (EVs) and hybrids. 
− Idiosyncratic stories across many other economic sectors, from cyclical sectors such as financials and 

materials, to more defensive sectors such as healthcare and staples. 
• Country: overweight UK, Europe; underweight US and Japan. 
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