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Abax Global Equity Fund Commentary 
 
The Fund had a strong start to 2017 and appreciated by 5.5% in January, outperforming the MSCI All 

World Index and helping to recover the poor performance of October and November 2016.  It is 

encouraging to note that this positive performance came from across the fund’s holdings. This validates 

our view of sticking with our holdings and not blinking through quiet periods. 

We are often questioned on the source of investment ideas.  One way is to set up investment screens 

which trawl the markets for companies that show promise, yet still trade at reasonable levels.  Whereas 

the results of such screens are susceptible to data errors and country/market specific ratio anomalies, 

you do get some good investment ideas from time to time.  Once such example is Start Today, the 

leading online fashion retailer in Japan. 

Start Today sells over 410,000 items from around 3,800 brands to the key 18-40 year old, mostly female, 

demographic.  They have grown revenue by 23% compounded per year since 2010.  More importantly, 

they’ve achieved this while maintaining a 67% return on equity and 100% cash conversion, very 

different to most of the high growing online retail companies that only grow through deep discounting 

and atrocious financial metrics. 

Start Today’s growth has come through ZOZOTOWN, a virtual shopping mall that not only offers the 

product, but also the fashion advice – if you like a look, you can buy the whole outfit with a click, and 

have it delivered within hours in most of Japan.  More recently, Start Today demonstrated again how 

well they know and understand their target market when they launched ZOZOUSED.  Customers sell 

their used clothing to Start Today – not the battered, good-for-gardening used, but rather the hardly 

worn fashion items that one will find in the client’s wardrobe.  The trading of used, fashionable clothing 

is very much part of the target demographic way of life.  In addition, Start Today believes they have only 

penetrated this demographic by 20%. 

Start Today is not cheap on a 38X Price Earnings ratio – after a 20% jump in the share price post their 

excellent third quarter results (the Fund bought it at a much lower rating).  However, on an annualized 

basis, they are growing revenue by 44% and earnings by 64%.  Whereas these growth rates must slow 

down, the overall growth potential remains strong.  Online retail is still only 6% of retail sales in Japan, 

Start Today only sells to 19% of their targeted demographic group and initiatives like ZOZOUSED 

demonstrate management’s strategic aptitude. 

The Fund remains invested in large, well-managed firms with clear competitive advantages and strong 

balance sheets, yet also offers some higher growth potential with more medium sized firms that are 

benefiting from great growth opportunities being offered in technology, healthcare and consumer 

products. 

 

 

 

 


