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August 2017 

 

Abax Global Equity Feeder Fund Commentary 
 
The Fund appreciated by 0.7% for the month and is now up 17% for the year.   

The top contributors to the strong performance were AAC Technologies, NMC Health, Tencent, and 

Activision Blizzard. The continued weaker USD further enhanced the contributions of non-USD 

denominated companies (hence only one USD based company in the top contributor list). 

A global mandate leaves the manager spoilt for choice, even if one narrows the field to a subset of 

companies that currently benefit from a particular theme or consumer behaviour that offers above 

normal profit opportunity. However, we always weigh potential total shareholder return against the risk 

factors presented by a combination of: the particular company; the sector it operates in; and the 

territories where it operates. We now have several examples where this approach has lead us to invest 

in companies that position themselves earlier in a particular supply chain. Therefore, these are not 

always the well-known names, but rather the “quiet” players that are slightly shielded from more volatile 

end-markets. They still offer great returns, but at much reduced risk. Three examples are AAC 

Technologies, Applied Materials, and Thermo Fisher. 

AAC Technologies supply their product into the rapidly growing and exciting world of smartphones.  

Rather than trying to pick one winner amongst the various handset vendors, we rather invest in the firm 

that supplies all of them with the base components that are critical, yet not perceived by the vendor 

themselves to be so critical that they have to insource them. AAC produces the best speaker boxes 

(stereo, high fidelity and now also waterproof); haptic elements (the micro device that provides the 

vibrating feedback); and antennas (which are now integrated into the back cover of the handset, yet 

very complicated to design and manufacture). 

Applied Materials are even further back in this supply chain; they design and build the machines that 

manufacture the microchips that go into all electronic devices. Which way the end-market swings is not 

their concern; they supply almost all manufacturers with the ever more complex machinery to produce 

the chips. 

Thermo Fisher operates in the pharmaceutical, chemical, and R&D supply chains. They produce the 

scientific equipment needed in high-end laboratories across the world. They further entrenched 

themselves with their customer base by providing the required logistics services, this ensures that their 

product is always at hand and that expensive, laboratory personnel focus on the R&D, as opposed to 

spending time ordering swabs and pipets. 

Detractors for the month were Shire, Samsung, and Walt Disney. There were no specific events during 

the month that caused the underlying value of any of these firms to change materially.  As such, we 

maintain our investment thesis on all three and continue to hold them. Share prices do not rise in a 

linear fashion and one should expect even the better performing companies to have underperforming 

months. We often use these opportunities to increase our shareholding, with recent examples being 

AAC, Activision Blizzard, Delphi, Applied Materials, and BATS. 
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The strong return year to date should be seen in context of average real world market returns of around 

4% for the past hundred years (according to the Credit Suisse Global Investment Return Yearbook).  

As much as we are very happy with the fund’s returns and holdings, investors should not expect such 

returns into perpetuity.  We remain vigilant to take profit where we believe share prices have run too far 

ahead of the fundamentals, just as we are continuously looking for new investment ideas and/or 

opportunities to rebalance the portfolio. 

 

 

 

 

 

 

 

 

 


