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June 2017 

 

Abax Global Equity Feeder Fund Commentary 
 
After a very strong performance since the beginning of the year, the Fund had a disappointing June, 

declining by 1.8%.  The Fund is still up 11.8% for the year. 

Last month we wrote about the short seller shenanigans that caused such a big decline in the price of 

AAC Technologies.  Subsequently, the company issued a proper response, rebuffing the short seller 

report’s allegations (most of which were misinterpretations of clear facts, or just simply untrue).  The 

share price rose 25% once trading resumed, but unfortunately this is still 20% below the previous levels.  

This is the frustrating aspect of such short seller actions; even if proven false, the mere allegations 

cause doubt and leave a residual impact on the share price.  We trust that this will wear off in the longer 

term as the strong fundamental performance of the firm continues.  

The surprise result of the UK general elections pressured both the British pound and stocks, leading to 

poor performance for the likes of Crest Nicholson (homebuilder), NMC Health (UAE healthcare group, 

listed in London) and Shire (pharmaceutical group).  Whereas one cannot argue with the sentiment 

around the currency, these firms all have very solid underlying performance and we remain confident 

in their ability to grow earnings and deliver good returns for investors. 

Much has been written about the US “FANG” group (Facebook, Amazon, Netflix, and Google) and their 

influence on the market.  If you add Microsoft, these 5 shares delivered half the performance of the US 

NASDAQ Index year to date, so they are indeed very influential.  Earlier in June, Goldman Sachs 

commented that these stocks have run too far and that technology shares are, just like in the late 1990s, 

overvalued relative to their underlying drivers.  This spooked investors and these shares were 

subsequently sold off, recovering only some of the losses towards month end. 

The Fund owns Amazon, Microsoft and Google, but not Facebook or Netflix.  Bundling them all in a 

“technology” bucket and then applying a single view on their drivers, growth prospects and valuation is 

too simplistic.  One must differentiate between their fundamental drivers and which part of technology 

they address.  Technology is also so pervasive in the modern world (and will be increasingly so), that 

one cannot ignore the companies that provide the fundamental plumbing for this development.   

Amazon is a global retailer that upended traditional stores by selling everything online – does this make 

them a technology company or a very smart retailer?  Their Amazon Web Services (AWS) division is 

pure technology, providing cloud services and data analysis; a very fast growing and critical part of 

modern IT infrastructure.  Microsoft has changed from a seller of boxed sets of MS Office CDs to a 

provider of MS Office as a service for a monthly fee with effectively unlimited online (cloud) storage, 

whilst also providing cloud service and data analytics.  Just like Amazon changed retailing, Netflix 

upended traditional cable TV services by not only providing a streaming video service, but also spending 

significantly to develop their own content where hit series (Orange is the New Black, House of Cards, 

Narcos, etc.) have become big profit drivers. 

At the other end of technology, the fund owns Samsung, Intel, and AAC.  These all make the hardware 

components that power technology, from mobile handsets to large data centres and even the 

processors that control everything from your washing machine to your car.  Applied Materials make the  
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equipment that all the chip-makers use to produce their highly specialised and ever more complicated 

micro-processors. 

So yes, the Fund owns a lot of “technology” companies, but they all play very different roles in the 

economy and our daily lives.  One cannot apply just a single view or valuation on the whole lot as they 

have such diverse fundamental drivers and prospects.  We remain of the view that these firms are an 

integral part of the economic landscape and cannot be dismissed as a “technology fad”.  Just as with 

any other economic cluster, we have to work hard to pick the better firms with the more resilient business 

models – this is still bottom-up, fundamental stock picking. 

In our concentrated fund of 30 stocks, we believe we are picking the best companies in their respective 

fields when one considers their fundamental drivers, growth prospects, and valuation in combination.  

Even as short term price moves (like AAC last month) can cause short term fluctuations in the fund’s 

value, we remain focused on long term value creation. 

 

 

 

 

 

 

 

 

 


