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INVESTMENT PHILOSOPHY OBJECTIVE PORTFOLIO CONSTRUCTION 

To invest in outstanding companies 
at attractive prices, while exercising 
a deep understanding of the macroeconomic 
environment to manage investment risk.  

To outperform the MSCI World Net Total 
Return Index net of fees over periods of three 
years or longer. 

A portfolio of 20-40 investments which we believe can achieve 
sufficient diversification to ensure the Fund is not overly correlated 
to a single company, or to industry specific or macroeconomic risks. 
The portfolio aims to invest in companies that have sustainable 
competitive advantages which translate into returns on capital in 
excess of their cost of capital for a sustained period of time. 

Cash and cash equivalents exposure between 0 - 5%. 

MAGELLAN GLOBAL OPPORTUNITIES (USD) 

STRATEGY SIZE TOTAL GLOBAL EQUITY ASSETS1 INCEPTION DATE 

USD $1,447.9 million USD $6,345.2 million 1 January 2022 

USD PERFORMANCE2 

3 Months  
 (%) 

1 Year  
 (%) 

3 Year  
 (% p.a.) 

Since Inception  
 (% p.a.) 

OUTPERFORMANCE 
CONSISTENCY* 

Composite (Gross) -8.9 9.7 19.6 10.4 100.0% 

Composite (Net) -9.0 9.1 18.8 9.6 100.0% 

Benchmark⁺ -3.6 18.9 16.8 8.3 - 

Excess (Gross) v Benchmark⁺ -5.3 -9.2 2.8 2.1 - 

CALENDAR YEAR RETURNS CYTD  
(%) 

2025  
(%) 

2024  
(%) 

2023  
(%) 

2022  
(%) 

Composite (Gross) -8.9 24.4 23.5 39.7 -22.2 

Composite (Net) -9.0 23.7 22.6 38.6 -22.8 

Benchmark⁺ -3.6 21.1 18.7 23.8 -18.1 

Excess (Gross) v Benchmark⁺ -5.3 3.3 4.8 15.9 -4.1 

Past performance does not predict future returns.

STRATEGY FUNDAMENTALS3,4 

Number of Holdings 27

Return on Equity (%) 38

P/E Ratio (1 year forward) 20

Interest Cover 14

EPS Growth (%) (next 3 years) 14

Weighted Average Market Cap (USD million) 817,565

Carbon Intensity (CO2t/US$1m revenue)# 32

#The carbon intensity score is calculated using MSCI data. In a limited number of 

circumstances, where data is not available or Magellan deems it appropriate, manual 

adjustments are made to the MSCI carbon intensity. 

PERFORMANCE CHART GROWTH OF USD $10,000 (NET)2 

Past performance is not a reliable indicator of future performance. 

1 Comprised of all Global Equity strategies. 
2  Returns are for the Global Opportunities Composite (“composite”) and denoted in USD. Performance would vary if returns were denominated in a currency other than USD. 

Refer to the GIPS Disclosure section below for further information. Strategy inception is 1 January 2022. Composite (Net) returns are net of fees charged to clients and have been 

reduced by the amount of the highest fee charged to any client employing that strategy during the period under consideration. Actual fees may vary depending on, among other 

things, the applicable fee schedule and portfolio size. Fees are available upon request. 

3 The data is based on a representative portfolio for the Global Opportunities Strategy. Refer to the Glossary for further information on representative portfolio use. 
4 Please refer to the Glossary for definitions. 
* Outperformance consistency indicates the percentage of positive excess returns against the benchmark (MSCI World NTR USD Index) for rolling 3 year returns since inception. 
 + Benchmark is the MSCI World Net Total Return Index (USD). All MSCI data used is the property of MSCI. No use or distribution without written consent. Data provided “as is” 

without any warranties. MSCI and its affiliates assume no liability for or in connection with the data. Please see complete disclaimer in 

www.magellaninvestmentpartners.com/funds/benchmark-information/

$14,759
9.6% p.a.
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TOP 10 HOLDINGS5 

STOCK SECTOR5 % 

Microsoft Information Technology 7.3 

Amazon.com Internet & eCommerce 6.9 

Mastercard Payments 6.1 

Taiwan Semiconductor Information Technology 5.8 

Meta Platforms Internet & eCommerce 4.9 

SAP Information Technology 4.7 

American Tower Infrastructure 4.1 

S&P Global Financials 4.1 

Adidas Consumer Discretionary 4.1 

Nestlé Consumer Defensive 4.1 

  TOTAL: 52.1 

 

 

 

 

 

 

 

 

 

 

 

SECTOR EXPOSURE BY SOURCE OF REVENUE5 

 
 

GEOGRAPHICAL EXPOSURE BY SOURCE OF REVENUE5 

 
 

CONTRIBUTION HIGHLIGHTS4,6 

1 YEAR 

TOP 5 CONTRIBUTION (%)  

Taiwan Semiconductor 3.2 

Alphabet 2.4 

ASML 1.5 

Dollar General 1.4 

US Bancorp 1.4 

BOTTOM 5 CONTRIBUTION (%) 

SAP -1.8 

UnitedHealth -1.6 

Universal Music -0.8 

American Tower -0.7 

Adidas -0.6 

 

 
3 YEARS 

TOP 5 CONTRIBUTION (%)  

Alphabet 7.6 

Meta Platforms 7.4 

Amazon.com 6.7 

Taiwan Semiconductor 6.6 

Netflix 4.9 

BOTTOM 5 CONTRIBUTION (%) 

Diageo -1.4 

Alibaba -1.2 

UnitedHealth -1.1 

Universal Music -0.7 

Adidas -0.6 

 

 
SINCE INCEPTION 

TOP 5 CONTRIBUTION (%)  

Taiwan Semiconductor 7.0 

Meta Platforms 6.5 

Booking 4.5 

Alphabet 4.2 

Amazon.com 3.8 

BOTTOM 5 CONTRIBUTION (%) 

Crown Castle -2.0 

Starbucks -1.4 

Diageo -1.4 

PayPal -1.3 

UnitedHealth -1.1 

SUPPLEMENTARY STATISTICAL MEASURES4,7 
 3 Years Since Inception 

Turnover 38.3% 31.0% 

Beta 0.9 1.0 

Tracking Error (% p.a.) 4.2% 5.0% 

Standard Deviation - Strategy 11.2% 16.1% 

Information Ratio 0.5 0.3 

 

5 The data is based on a representative portfolio for the Global Opportunities Strategy. Sectors are internally defined. Geographical exposure is calculated on a look through basis 

based on underlying revenue exposure of individual companies held within the portfolio. Exposures may not sum to 100% due to rounding. Refer to the Glossary for further information 
on representative portfolio use.   
6 The contribution highlight table is actual performance data of a representative portfolio within the Global Opportunities Composite. Contributions are denoted in USD and are 

cumulative for each period. Refer to the Glossary for further information on representative portfolio use. The securities identified above do not represent all the securities purchased, 
sold or recommended for Magellan Investment Partners  clients in connection with the Global Opportunities Strategy. The Global Opportunities Strategy’s total returns are available 
on request. 
7 Supplementary Statistical Measures are calculated after fees in USD against the MSCI World NTR USD Index. 
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GLOSSARY 

Beta A measure of the composite’s sensitivity to market movements, with the market defined as the MSCI World NTR USD Index. The beta of the market is 1.00 by definition. 

A beta greater than 1.00 suggests the composite is more volatile than the market, a beta less than 1.00 indicates the composite has lower volatility then the market and a 

beta of 1.00 suggests the composite has the same level of volatility as the market. 

Carbon Intensity A measure of the metric tonnes of CO2 released per $1mil USD revenue of a company. Calculated as a weighted average of all stocks in the representative 

portfolio. 

Contribution The contribution values at the security level comprise the sum of each security’s daily contribution to the return of the total portfolio multiplied by total 

portfolio growth over the remainder of the prescribed period (i.e. 1 year, 5 years and 10 years). The daily contribution is the movement in the security price multiplied by 

the security weight in the portfolio. 

Debt/Equity Ratio A measure of a company’s financial leverage calculated by dividing its net debt by stockholders’ equity. Calculated as a weighted average of all stocks in 

the representative portfolio. 

Information Ratio Is a risk-adjusted return measure that calculates the composite return above the benchmark (MSCI World NTR USD Index), relative to the volatility of 

those returns. Measured by excess return over the tracking error. 

Interest Cover Current year earnings before interest and tax divided by net interest expense – a measure of ability to service debt. Calculated as a weighted average of all 

stocks in the representative portfolio. 

P/E Ratio (1 year rolling forward) The share price divided by a forecast of earnings per share in one year. Calculated as a weighted average of all stocks in the representative 

portfolio. 

Representative Portfolio The representative portfolio is an account in the composite that closely reflects the portfolio management style of the strategy. Performance is 

not a consideration in the selection of the representative portfolio. The characteristics of the representative portfolio may differ from those of the composite and of the 

other accounts in the composite. Information regarding the representative portfolio and the other accounts in the composite is available upon request. 

Return on Equity A measure of a company's profitability that takes a company's annual net income divided by the book value of its shareholder equity. Calculated as a 

weighted average of all stocks in the representative portfolio. 

Standard Deviation measures how widely individual performance returns, within the composite, are dispersed from the average or mean value. 
Turnover A measure of the representative portfolio’s trading activity, which is calculated by taking the lesser of purchases or sales and dividing by the average net assets 
of the measurement period. 
Tracking Error Calculated as the standard deviation of the difference between the return of the composite and its benchmark (MSCI World NTR USD Index) and used as a 

measure of relative consistency of performance to the benchmark. 

Weighted average market cap (USD Million) The average market capitalisation of all companies in the representative portfolio, with each company weighted according to 

its percent held. 

IMPORTANT INFORMATION 

This material is not intended to constitute advertising or advice of any kind and you should not construe the contents of this material as legal, tax, investment or other 

advice.  In making an investment decision, you should read and consider any relevant offer documentation applicable to any investment product or service and must rely 

on your own examination of the same and consider obtaining professional investment advice tailored to your specific circumstances before making any investment 

decision.  

The investment program of the strategy or strategies presented herein ('Strategy') is speculative and may involve a high degree of risk. The Strategy is not intended as a 

complete investment program and is suitable only for sophisticated investors who can bear the risk of loss. The Strategy may lack diversification, which can increase the 

risk of loss to investors. The Strategy's performance may be volatile. Past performance is not necessarily indicative of future results and no person guarantees the future 

performance of the Strategy, the amount or timing of any return from it, that asset allocations will be met, that it will be able to implement its investment strategy or 

that its investment objectives will be achieved. Statements contained in this material that are not historical facts are based on current expectations, estimates, projections, 

opinions and beliefs and such statements involve known and unknown risks, uncertainties and other factors, and undue reliance should not be placed thereon. This 

material may contain ‘forward-looking statements’. Actual events or results or the actual performance of the Strategy or any financial product or service may differ 

materially from those reflected or contemplated in such forward-looking statements. The Strategy will have limited liquidity, no secondary market for interests in the 

Strategy is expected to develop and there are restrictions on an investor's ability to withdraw and transfer interests in the Strategy. The management fees, incentive fees 

and allocation and other expenses of the Strategy will reduce trading profits, if any, or increase losses.  

No representation or warranty is made with respect to the correctness, accuracy, reasonableness or completeness of any of the information contained in this material. 

This information is subject to change at any time and no person has any responsibility to update any of the information provided in this material. This material may 

include data, research and other information from third party sources. No guarantee is made that such information is accurate, complete or timely and no warranty is 

given regarding results obtained from its use. The issuer of this material and its related entities and affiliates will not be responsible or liable for any losses, whether 

direct, indirect or consequential, including loss of profits, damages, costs, claims or expenses, relating to or arising from your use or reliance upon any part of the 

information contained in this material including trading losses, loss of opportunity or incidental or punitive damages.  



This material and the information contained within it may not be reproduced, or disclosed, in whole or in part in any circumstances. , Further information regarding any 

benchmark referred to herein can be found at www.magellaninvestmentpartners.com/funds/benchmark-information/. Any third-party trademarks contained herein are 

the property of their respective owners and are used for information purposes and only to identify the company names or brands of their respective owners.  

United Kingdom: - This material has been prepared by Magellan Asset Management Limited (ABN 31 120 593 946 AFSL 304 301) doing business as Magellan Investment 

Partners and is distributed in the United Kingdom by Magellan Investment Partners (UK) Limited (FRN: 1037936), an appointed representative of Sentinel Regulatory 

Services Ltd (FRN: 1007093) which is authorised and regulated by the Financial Conduct Authority. This material does not constitute an offer or inducement to engage in 

an investment activity under the provisions of the Financial Services and Markets Act 2000 (FSMA). This material does not form part of any offer or invitation to purchase, 

sell or subscribe for, or any solicitation of any such offer to purchase, sell or subscribe for, any shares, units or other type of investment product or service. This material 

or any part of it, or the fact of its distribution, is for background purposes only. This material has not been approved by a person authorised under the FSMA and its 

distribution in the United Kingdom and is only being made to persons in circumstances that will not constitute a financial promotion for the purposes of section 21 of the 

FSMA as a result of an exemption contained in the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (FPO) as set out below. This material is 

exempt from the restrictions in the FSMA as it is to be strictly communicated only to 'investment professionals' as defined in Article 19(5) of the FPO. 

United States of America: - This material has been prepared by Magellan Asset Management Limited (ABN 31 120 593 946 AFSL 304 301) doing business as Magellan 

Investment Partners (‘Magellan’) which is a registered investment adviser. The investment strategies described herein are offered in the United States by Magellan 

Investment Partners North America, Inc., a U.S.-registered investment adviser. Magellan and Magellan Investment Partners North America, Inc. are affiliated entities for 

purposes of the Investment Advisers Act of 1940. Registration as an investment adviser does not imply any level of skill or training. This material is not intended as an 

offer or solicitation for the purchase or sale of any securities, financial instrument or product or to provide financial services. It is not the intention of Magellan to create 

legal relations on the basis of information provided herein. Past performance does not guarantee future results. Where performance figures are shown net of fees 

charged to clients, the performance has been reduced by the amount of the highest fee charged to any client employing that particular strategy during the period under 

consideration. Actual fees may vary depending on, among other things, the applicable fee schedule and portfolio size. Fees are available upon request and also may be 

found in Part II of Magellan’s Form ADV. 

Canada: This material is provided to you by Magellan Asset Management Limited (ABN 31 120 593 946 AFSL 304 301) doing business as Magellan Investment Partners 

(‘Magellan’). Magellan is not registered in any province in Canada. The head office of Magellan is in Sydney, Australia and all or substantially all of its assets are situated 

outside of Canada. Due to the foregoing, there may be difficulty enforcing legal rights against Magellan.  

South Africa: This material is provided to you by Magellan Asset Management Limited (ABN 31 120 593 946 AFSL 304 301) doing business as Magellan Investment 

Partners, who in accordance with FAIS Notice 55 of 2023 issued by the Financial Sector Conduct Authority, Magellan Investment Partners is exempted from section 7(1) 

of the Financial Advisory and Intermediary Services Act, 2002 (Act No. 37 of 2002). This material is not an offer in terms of Chapter 4 of the Companies Act, 2008. 

UAE:  This material has been produced by Magellan Asset Management Limited (ABN 31 120 593 946 AFSL 304 301) doing business as Magellan Investment Partners. 

This material is not for distribution to any other person. This material, and the information contained herein, does not constitute, and is not intended to constitute, a 

public offer of securities in the United Arab Emirates (‘UAE’) and accordingly should not be construed as such. Any offer of securities or financial services is made only to 

a limited number of exempt Professional Investors in the UAE who fall under one of the following categories: federal or local governments, government institutions and 

agencies, or companies wholly owned by any of them. No securities or services have been approved by or licensed or registered with the UAE Central Bank, the Securities 

and Commodities Authority, the Dubai Financial Services Authority, the Financial Services Regulatory Authority or any other relevant licensing authorities or governmental 

agencies in the UAE (the ‘Authorities’). The Authorities assume no liability for any investment that the named addressee makes as a Professional Investor. This material 

is for the use of the named addressee only and should not be given or shown to any other person (other than employees, agents or consultants in connection with the 

addressee’s consideration thereof). 

Japan: This material is prepared by Magellan Asset Management Limited (ABN 31 120 593 946 AFSL 304 301) doing business as Magellan Investment Partners. The 

content is for informational purposes only and directed at Qualified Institutional Investors and other professional investors as defined in the Financial Instruments and 

Exchange Act. No distribution of this material will be made in any jurisdiction where such distribution is not authorised or is unlawful. This material does not constitute, 

and may not be used for the purpose of, an offer or solicitation in any jurisdiction or in any circumstances in which such an offer or solicitation is unlawful or not authorized 

or in which the person making such offer or solicitation is not qualified to do so. 

Other jurisdictions: This material is provided to you by Magellan Asset Management Limited (ABN 31 120 593 946 AFSL 304 301) doing business as Magellan Investment 

Partners. No distribution of this material will be made in any jurisdiction where such distribution is not authorised or is unlawful. This material does not constitute, and 

may not be used for the purpose of, an offer or solicitation in any jurisdiction or in any circumstances in which such an offer or solicitation is unlawful or not authorized 

or in which the person making such offer or solicitation is not qualified to do so. 

The MSCI World Index (Net) is a free-float adjusted market capitalization weighted index that is designed to measure the equity performance of 24 developed markets. 

Index results assume the reinvestment of all distributions of capital gain and net investment income using a tax rate applicable to non-resident institutional investors 

who do not benefit from double taxation treaties. 

GLOBAL INVESTMENT PERFORMANCE STANDARDS (GIPS®) DISCLOSURE 

Magellan Asset Management Limited, doing business as Magellan Investment Partners (‘Magellan’) claims compliance with the Global Investment Performance Standards 

(GIPS®). 

For the purpose of complying with GIPS, the Firm is defined as all discretionary portfolios managed by Magellan, excluding brands managed by subsidiaries operating as 

distinct business entities. Magellan is a wholly-owned subsidiary of the publicly listed company Magellan Financial Group Ltd. Magellan is based in Sydney, Australia. 

Total Firm assets is defined as all assets managed by Magellan, excluding assets managed by subsidiaries operating as distinct business entities. 

The Global Opportunities composite is a concentrated global equity strategy investing in high quality companies (typically 20-40 stocks). High quality companies are those 

companies that have sustainable competitive advantages which translate into returns on capital materially in excess of their cost of capital for a sustained period of time. 

The investment objectives of the Global Opportunities strategy are to earn superior risk adjusted returns through the business cycle. The composite name changed from 

Global Unconstrained to Global Opportunities June 2024.The composite was created in February 2022.. 

To achieve investment objectives, the composite may also use derivative financial instruments including, but not limited to, options, swaps, futures and forwards. 

Derivatives are subject to the risk of changes in the market price of the underlying securities instruments, and the risk of the loss due to changes in interest rates. The 

use of certain derivatives may have a leveraging effect, which may increase the volatility of the composite and may reduce its returns. 

A copy of the composite’s GIPS compliant presentation and/or the firm’s list of composite descriptions are available upon request by emailing 

client.reporting@magellanfinancialgroup.com.  

GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content 

contained herein. 

The representative portfolio is an account in the composite that closely reflects the portfolio management style of the strategy. Performance is not a consideration in 

the selection of the representative portfolio. The characteristics of the representative portfolio may differ from those of the composite and of the other accounts in the 

composite. Information regarding the representative portfolio and the other accounts in the composite is available upon request. 

USD is the currency used to calculate performance            GLOBALOPPORTUNITIESUSD46112 

http://www.magellaninvestmentpartners.com/funds/benchmark-information/
mailto:client.reporting@magellanfinancialgroup.com


Market Commentary 

Global share prices, as measured by the MSCI World Index, 

declined by 3.6% in USD in the March quarter of 2026.  

Gains in January gave way to a significant market drawdown 

in March. In January, markets were shaped by renewed 

geopolitical and trade tensions between the US and the 

EU following President Trump’s comments on his intent 

to acquire Greenland. A broader message from the World 

Economic Forum in Davos was that the world was moving 

away from a US-led order. In February, investor attention 

shifted to rapid AI disruption after Anthropic’s new 

Claude tools triggered fears over the earnings durability of 

software and related services. Although the broader 

index was little changed, this masked significant sectoral 

rotation. In late February, military offensives launched by the 

US and Israel against Iran became the dominant driver of 

global markets. Stronger-than-expected Iranian resistance, 

repeated attacks on energy infrastructure and disruption to 

shipping through the Strait of Hormuz drove a sharp rise in oil 

and gas prices and raised concerns about prolonged inflation 

and energy shortages globally. The key implication for 

markets over the quarter was a swing from a modest growth 

backdrop and manageable inflation post-US tariffs 

towards a more stagflationary environment. Unsurprisingly, 

the Energy sector (+37.7%) outperformed significantly during 

the March quarter while inflation-protected real asset 

exposure in Utilities (+9.6%) was generally favoured. In 

contrast, the Discretionary sector (-10.4%) underperformed 

the most on concerns of inflation/consumer weakness, 

followed by the Tech (-8.9%) and Communication Services 

(-6.7%) sectors on fears of AI threats to software. 

Across regional equity markets, quarterly performance 

ultimately reflected differing exposure to the two dominant 

shocks of the period: first, the AI-driven reassessment of 

software and technology valuations, and second, the late-

quarter energy shock. Markets that had benefited earlier in 

the quarter from domestic reflation or policy support, such as 

Japan and Europe, gave back performance as the conflict 

escalated. Despite Japan’s exposure to imported energy, the 

Nikkei 225 Index outperformed over the March quarter, 

rising by 2.0% while Europe’s STOXX 600 Index declined 

1.0%. Owing to relatively tech-heavy exposure, the S&P 500 

declined by 4.4% over the quarter, as highlighted by the 

Nasdaq’s -7.0% quarterly move. Australia’s S&P/ASX 200 

Accumulation Index (-1.6%) and China’s CSI 300 Index 

(-3.7%) were middle of the pack. 

Economic data throughout the March quarter suggested that 

global activity was generally resilient at the start of the year, 

but that by quarter end the outlook had become more 

vulnerable to an energy-led inflation shock. In the US, January 

and February data pointed to solid activity, with stronger retail 

sales, improved manufacturing ISM readings and moderating 

inflation, giving the Fed some room to support growth. By 

February, payrolls had softened and other labour market 

indicators suggested a low-hiring, low-firing environment. The 

Fed’s communication by late March indicated a holding bias so 

long as longer-term inflation expectations remained anchored. 

In Europe, January data supported a trend-growth narrative,  

while February still pointed to sub-par but resilient conditions. 

By March, however, inflation readings in parts of the continent 

had surprised on the upside, confidence had weakened 

and ECB forecasts shifted towards slower growth and 

higher inflation as energy costs fed through, prompting 

governments to begin rolling out support measures for 

households. In China, the quarter was characterised by 

more modest growth but continued policy support, with 

February and March seeing firmer activity data and an 

accommodative stance reinforced by fiscal measures and 

strategic priorities for household stimulus and key 

technologies. 

Strategy Commentary 

The strategy underperformed the benchmark over the quarter 

in an increasingly volatile market that saw significant rotations 

between sectors and thematics. AI safe havens in the form of 

Staples and Health Care benefited early in the quarter, but this 

reversed later in the quarter, given the inflationary pressures 

driven by the US-Israel-Iran conflict. At the same time, 

pressure on stocks at risk of AI disruption remained in place. 

The largest contributors to the portfolio’s performance over the 

quarter were Taiwan Semiconductor Manufacturing Corp 

(TSMC), US Bancorp, and ASML. TSMC performed strongly in 

response to strong AI chip demand. This saw TSMC raise their 

5-year (2024-29) revenue growth guidance by 5 percentage

points to a CAGR of 25% p.a. While the growth will be

supported by a large increase in FY26 capex, TSMC also raised

its long-term gross margin guidance, signalling confidence in

its ability to drive productivity, cost efficiencies and pricing

power. Topping this off, TSMC also reported a strong 4Q25

result that beat their guidance, driven by exceptionally strong

gross margins. US Bancorp delivered a solid earnings update in

the quarter and was expected to benefit from higher Net

Interest Income due to a potential steepening in the US yield

curve. ASML reported an exceptional bookings quarter in 4Q25

as customers expanded manufacturing capacity plans in

response to strong demand for AI chips and the global shortage

in memory chips. Both of these drivers are expected to remain

tailwinds over the next two years. Consequently, ASML raised

their FY26 growth guidance, which has since been bolstered by

supportive announcements by memory customers.

Key detractors included Microsoft, SAP and Universal Music 

Group. After performing strongly earlier in the year on 

accelerating growth in Azure, Microsoft gave back some of the 

strong performance. This was driven primarily by moderating 

optimism on Microsoft's AI positioning via its close relationship 

with OpenAI due to strong execution at Google and Anthropic. 

While short-term relative performance will continue to be 

affected by shifting views on AI positioning, taking a longer-

term perspective we view all of the incumbent cloud providers 

as winners. SAP underperformed on a combination of sector-

wide concerns regarding AI disruption and delays in customer 

upgrades due to the uncertainty created by US tariffs. We 

consider AI concerns as they relate to SAP as misplaced, and 

view near-term delays to customer upgrades as irrelevant to its 

medium-term earnings potential. Universal Music's share price 

came under pressure due to concerns about the disruption by  



AI of the value of music due to music generation capabilities, 

the role of labels in the music industry, and UMG's business 

quality given poor free cash flow conversion in 2025, which is 

expected to continue in 2026. We view AI disruption concerns 

as overblown. Music has been cheap to create for a long time. 

The challenge for artists is breaking through to music fans, 

maintaining momentum or becoming part of pop culture, and 

maximising the economic value of their music. This is the role 

labels play and we do not expect AI to meaningfully change 

this. UMG's poor free cash flow conversion is of more concern 

and could suggest an erosion in terms with artists. However, a 

meaningful portion of the impact is also timing-related. 
Index movements and stock contributors/detractors are based in local 

currency terms unless stated otherwise. 

 

We entered the year navigating a fragile set of risk factors, 

from the anxieties of AI disruption and private credit liquidity 

to the uncertainties of tariff policies. The subsequent 

emergence of the US-Israel-Iran conflict has introduced a new 

set of risks to the market. The transformation of the Strait of 

Hormuz into a global economic chokepoint has triggered a 

sharp escalation in energy costs, with oil prices surging as much 

as 70% at their peak. This "oil disruption premium" functions 

as a pervasive tax on global consumption and production alike. 

The dual threats of revitalised inflation and physical supply-

chain interruptions have catalysed a significant increase in 

market volatility, prompting aggressive rotations across sectors 

and thematic exposures, albeit the overall market performance 

has remained surprisingly solid, with markets returning close to 

record highs following news of a tentative ceasefire in the 

Middle East. 

Nonetheless, this elevated risk environment and corresponding 

correction in sentiment have led to bouts of indiscriminate 

selling of what we consider high-quality stocks with strong 

long-term earnings growth prospects. With share prices having 

fallen, but the intrinsic value unchanged, the expected returns 

have become compelling for many stocks. Indeed, expected 

returns across many portfolio holdings are higher than they 

have been since the post-Covid period. While remaining 

mindful of the elevated risk environment, we are taking this 

opportunity to increase our investment in a number of 

companies where we anticipate strong long-term compound 

growth in earnings, cash flows, and value. 

Stock Story: SAP 

(Adrian Lu - Investment Analyst) 

In 2020, SAP embarked on a renewed strategy for the largest 
business model shift in its history.  

The mission was to catalyse and accelerate customer adoption 

of its reinvigorated cloud software portfolio, unlocking new 
capabilities and efficiencies for its customers while expanding 

market opportunities for SAP. It was effective. Since that time, 
SAP has delivered strong annual growth in its cloud ERP 

business (over 30% growth in 2025). Yet only a few years in 

and still at the relatively early stages of its successful multi-year 
growth runway, SAP now faces a new emergence in the 

technology landscape that many are perceiving to be a 
disruptive threat to its peers. Is AI about to eat the software 

that has been eating the world? 

Enterprise software is home to some of the best business 
models in the world, and nowhere is this more evident than in 

ERP (Enterprise Resource Planning). ERP is the central nervous 

system of the enterprise, powering mission-critical processes 
across the organisation in a seamless suite of integrated 

software. Companies simply cannot run without it. 

SAP is the market leader in ERP and related application 
software, formed through decades of expertise since its 

founding in 1972. This leadership is evident in the fact that 99 
of the 100 largest companies in the world run SAP, and 84% of 

total global commerce volume is generated by SAP customers. 

Its solutions span many functional areas including finance, 
procurement, human resources, and warehouse and 

transportation management. 

AI is already having an effect on the software industry, but its 
impact will vary significantly across the spectrum of vendors. 

Software is as diverse as the applications and industry verticals 
it serves. We will see some vendors disrupted. By the same 

token, we will see winners among the vendors who are able to 

leverage AI in a differentiated way. SAP is among the best-
positioned software vendors to capture the AI opportunity, 

rather than be disrupted by it, in our view. 

Rapid advancements in AI offer potential to solve new problems 
or to operate more effectively, and companies are increasingly 

looking towards leveraging it. The rich proprietary data flowing 
through ERP systems make SAP particularly well-suited to 

deliver these solutions. Integrating AI can help companies 

extend workflow automation, enhance predictive analytics, and 
improve decision-making. SAP’s position as the system of 

record for its customers’ core operational data puts it in the 
privileged position of having the richest insights and contextual 

awareness on which AI depends to unlock value. This is not a 
position that can be replicated by vibe coding. 

Nor can SAP’s trusted position as a proven partner powering 
many of the most complex organisations in the world across 26 

industries with deep expertise. The critical role ERP plays for  
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enterprise customers to run their businesses makes the cost of 

errors high, and customers are better served by leaning on SAP 
to exploit the power of AI rather than subject their operations 

to unnecessary risk. SAP has always solved complexity, and AI 

is the new layer of complexity. 

ERP and related application software have been around for 
decades, but the innovation pipeline is more exciting than it has 

ever been. Cross-border complexity is rising. Supply chains are 
becoming more sophisticated. Emissions-reporting frameworks 

require new ways to track and manage climate-related 
disclosures. AI is another opportunity for SAP to expand its 

footprint within its customers and adds impetus for these 

customers to adopt SAP’s cloud products, providing a runway 
for significant growth in the years to come. 




