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The art and science of investing on the ground in Asia  

The east-meets-west fund narrative is gaining traction but there’s a lot more to it than Asian languages 

and Excel wizardry.  

By Sam Lecornu, co-founder and CEO 

 t’s become an article of faith among our team that 

towards the end of a company visit I excuse myself and 

head to the bathroom. This isn’t as weird as it sounds. 

Over the years, John, Duke and I have come to learn that 

having a “gweilo” in the room changes things, sometimes 

for the better and occasionally for the worse. Me going to 

the bathroom is one of our double-checks. 

Nowadays, depending how far from the major cities you 

venture, about a third of Chinese company meetings are 

conducted in English. Before each one, we agree on three 

or four key issues to address with management. Then, as 

the meeting draws to a close, I make my departure and 

John and Duke ask the same questions in Mandarin. 

How the answers differ may surprise you. This isn’t 

necessarily deceptive, although we have caught companies 

out this way. Once, on my way to a bathroom via an empty 

floor supposedly full of staff, we discovered a fraud. For 

some companies, asking questions about corporate 

governance is beyond the pale. For us, it is critical. 

Sometimes, I have been asked to leave. But if you want to 

protect client capital, tough questions must be asked. This 

lesson was rammed home to me by my western grey-haired 

mentors 20 years ago. 

Eventually, you overcome the awkwardness and ask away. 

As the old Russian proverb goes (subsequently adopted by 

Ronald Reagan in his nuclear disarmament negotiations 
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About Stonehorn Global Partners 

Stonehorn Global Partners believes an alignment of interest with their clients is what builds sustainable partnerships. 

• Founding members have partnered together in Asia for over 12 years. 

• Strong track record investing in Asian equities. 

• Extensive network and relationships with Asian companies, government bodies and industry contacts. 

• A high conviction, long-only, all-caps portfolio of Asian ex-Japan listed companies. 

• Actively managed, unconstrained and benchmark unaware. 

https://en.wikipedia.org/wiki/Gweilo
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with Mikhail Gorbachev) “Doveryay, no proveryay” (trust, 

but verify). 

Mostly, though, companies aren’t trying to mislead us. A 

better explanation lies in the nature of language, which can 

change not just the way we sound but the way we think 

before we make a sound. Asking the same question in two 

languages can unwittingly result in quite different 

responses. 

In 2008, when John, Duke and I first worked together as a 

team, we were a bit of a curiosity - a genuine cross-cultural 

endeavour combing fluency in three languages and a 

handful more at conversational level, three separate places 

of birth, a common tertiary education (in Australia) and a 

shared value investing philosophy. 

Since then, the east-meets-west narrative has gained 

traction. Highly-respected Australian researcher JANA’s 

recent work on China A-shares goes into more depth, 

explaining how A-shares are now the second-largest market 

in the world but lack much foreign investor participation. 

There are good reasons for this. “Given the size and 

idiosyncrasies of the Chinese equity market,” says JANA, 

China specialists are a “valuable resource”. Local language 

skills are also recommended, “given differences between 

Chinese and English-translated company and research 

reports” and that “local knowledge and on-the-ground 

research combined with strong due diligence are critical.” 

I endorse this recipe but want to add some colour and 

detail to help western investors understand why they are 

so important. Having pounded the pavements of third-tier 

Chinese cities, which we hope we’ll be doing again soon, I 

can offer a street-level view that suggests there’s a lot 

more to it than employing a few Mandarin speakers who 

know their way around a spreadsheet. 

My first work-related trip to Beijing was in 2008 for a 

conference at the Hyatt. It was quite a shock. You can read 

all the mind-bending figures on China’s industrialisation, as 

I had done, and still fail to appreciate what it means until 

you see it. 

About the Stonehorn Global Partners Investment Team 

   

Sam Lecornu 
Co-Founder & Chief Executive (CEO) 

Duke Lo, CFA, MBA. 
Co-Founder & Portfolio Manager 

John Lam, CFA. 
Co-Founder & Senior Analyst 

20 years industry and funds 
management experience 

16 years industry and funds 
management experience 

18 years industry and funds 
management experience 

Sam was born in Australia and has lived in Asia 
for 13 years. 

Sam holds a Bachelor of International Business, 
a Bachelor of Commerce and a Graduate 

Diploma in Applied Finance and Investments. 
Recognized as one of Asia’s ‘Best-of-the-Best’ 
Chief Investment Officers (CIO), Sam received 

CIO of the Year-HK Equity by Asia Asset 
Management in 2014 & 2015. 

Sam is known for his very strong track record. 
He attests the performance from the mentoring 

he received early in his career. 

Sam and the team believe in responsible 
investing and have a key focus on 

Environmental, Social, and Governance (ESG) 
aspects. 

Duke was born in Taiwan and received his 
education in Australia and Hong Kong. He has 

lived in Asia most of his life. 

Duke holds an MBA from HK University of 
Science of Technology, a Master of Commerce 
(University of NSW), a Bachelor of Engineering 
(1st Class Honors) and is a Chartered Financial 

Analyst (CFA).  
 

Duke is a realist. He is widely recognised for his 
ability to cross-check and ‘verify’ information. 

He is an expert in ‘scuttlebutt’ analysis and 
thinking laterally - checking information across 

customers, competitors and suppliers. 

 

John was born in Hong Kong and received his 
education in Australia and has lived in Asia most of 

his life. 

John holds a Bachelor of Engineering (Honors 1st 
Class), Bachelor of Science and is a Chartered 

Financial Analyst (CFA).  
 

Prior to his asset management career, John was an 
R&D engineer in Telecom, Artificial Intelligence and 

Geographical Information Systems based in 
Singapore and Hong Kong. 

John approaches investing as might a professor. 
With a high level of intellect (high IQ) and pedantic 
research, he tests investment opportunities with 

enormous detail and consideration. 

 

 

https://jana.com.au/insights/research-thought-leadership/china-shares-emerging-market-21st-century
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The trip from the airport into the city offers a brutal 

introduction to the consequences of a system that, 

according to the World Bank, since 1978 has pulled 850m 

people out of extreme poverty. 

Every major western conurbation has its share of high-

density housing; none compare to what’s visible in China. 

Even now, after hundreds of trips around the country, I still 

marvel at the scale and scope of the endeavour. Stepping 

out of the cab, the second shock hit me. The outside 

temperature was -20°C and the Hyatt fountain had become 

a statue of ice. 

Prior to the conference, John had been researching Great 

Wall Motors, based in Heibei province. I couldn’t quite 

believe what he had found - a company poised to sell a 

huge number of vehicles, trading on a multiple of four 

times earnings with net cash. If that were true, I wanted to 

see and hear it for myself. 

Cheapest stock ever 

Halfway through our meeting with management on the 

edges of the conference, the surreal nature of my 

circumstances hit me; Beijing in the middle of winter, me in 

a brand new suit and tie, sipping tea with polo-shirted 

management that spoke no English, talking about 

automobiles in China and the cheapest stock I’d ever seen. 

As things transpired, John was wrong in the best possible 

way. We walked out believing the company would beat its 

sales forecasts by about 40%. After backing out the cash, 

Great Wall was trading on a multiple of around three, even 

lower than John expected. 

My mind began to race. I had no yardstick by which to 

measure a stock trading at less than net cash and growing 

at an amazing clip. There must be something wrong, I 

thought. Were the numbers cooked? What were we 

missing?  

After the meeting I hopped into a cab with my translator. 

“Just drive around for an hour,” she said. The driver was 

bemused. “But where are we going?” When the translator 

told him that we were going nowhere in particular before 

returning to where we already were, he shrugged and 

started the engine. 

I reached for my notepad and started counting the brands 

and types of passing vehicles, many of which were SUVs. 

Back then, Great Wall excelled at making pick-up trucks, 

which were much closer to SUVs than sedans. If it got into 

this booming category, there was every chance it would 

establish a sustainable competitive advantage, which is 

what transpired. 

My impromptu market research wasn’t enough to fully 

allay my scepticism. Back at the hotel, I discussed my 

doubts with John and Duke. Could the market, even an 

emerging one like China’s, really be this inefficient? 

Westerner’s error 

John put me straight, pointing out an error that many 

westerners make when first confronted by China’s unique 

status and circumstances. “Westerners naturally make 

comparisons with what they’re familiar with. In Great 

Wall’s case, that might be Toyota or VW. You need to lift 

yourself out of that mindset and into that of the Chinese 

first-time buyer that can purchase a new car for under Rmb 

100,000 [about US$15,000 today]. And you need to do that 

without losing your natural scepticism.” 

“Westerners naturally make comparisons 

with what they’re familiar with” 

That was my challenge in a nutshell. China really has to be 

seen to be believed, not just in the cityscapes and grand 

vistas, but in the back streets, factories and meeting rooms 

where things get done. This is Stonehorn’s role, as the eyes 

and ears of our clients on the doorstep of the world’s most 

remarkable economic transformations. 

John Lam gets all the credit for Great Wall Motors. If Rexon, 

our stock focus this quarter on page 7, does even half as 

well, Duke will be due for some, too. John conducted the 

due diligence on Great Wall, analysing the competitors and 

their vehicles, the penetration rates (at that time incredibly 

low) and visiting China’s largest car show to speak to 

industry experts and local contacts. 

We made our first purchase in 2008 and sold out in 2015. 

As the chart shows, Great Wall worked out very well. 

 

Source: Bloomberg 
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It’s tempting to view this experience as simply the result of 

an east-meets-west collaboration, burning shoe leather on 

unforgiving Chinese pavements in search of value and 

growth. 

There is some truth to this, but it simplifies the reality of 

what successful investing in Asia really demands. Stonehorn 

is a multicultural venture but, having worked together for 

more than a decade, John, Duke and I know this is the bare 

minimum. 

Here, I ask you to consider the art of investing as much as 

the science. 

Art and science 

The science requires extended industry networks (guanxi), 

a skill for acquiring scuttlebutt, analytical and forecasting 

skills and logic to know how to order the facts acquired and 

make deductions from them. 

The art is what you do with that information; how you sift 

through it; weight and situate it in the grand picture of a 

stock or sector; and in how you proceed to a decision about 

what to do next. At Stonehorn, the art is a collaboration 

based on what I might term intellectual honesty, of 

respecting one another’s views whilst being happy to 

challenge and interrogate them. 

In our first few years of working together, Duke and John 

used to reprimand me for being too abrasive in meetings. 

“We don’t do it like that,” I was told, “you really made him 

lose face”. I had to learn how to ask tough questions in a 

more polite manner. 

As a team, we have learned from each other, together 

forming an approach designed to deliver what we hope are 

optimal decisions. Sometimes, this requires harsh but well-

intentioned words. 

 

 

 

 

 

 

 

“What really makes us tick are the working 

relationships we have formed” 

John, for example, recently remarked that I “had been here 

for 13 years but am still the westerner”. This is clearly true. 

No matter where we go in the world, our cultural baggage 

comes with us. If we are to continue to pick good stocks 

generating attractive returns, to be reminded of this is a 

good thing for us and in the best interest of our clients.  

As in all good relationships, this is a two-way street. Whilst 

the three of us were arguing over a stock recently, Duke 

told John that he “agreed with the gweilo”, which is me, the 

westerner. Such frankness is central to who we are as a 

team and evident in the returns we have generated from 

recent winners like Kakao, BYD, Baidu and many more.  

Open approach 

Such a forthright and open approach is not something 

found through a quick search on LinkedIn. It has to be built 

over the years, among the daily interactions between a 

group of people from diverse backgrounds but with a 

shared purpose. 

We might tick all the boxes investors and their advisors use 

to select fund managers - the cross-cultural diversity, the 

language skills, the track record - but what really makes us 

tick are the working relationships we have formed, built on 

respect, plain speaking and intellectual honesty.  

When John, Duke and I first met we got lucky. We’ve spent 

the past 13 years building on that luck, establishing a way 

of working together in the service of our clients. I feel 

privileged to be a part of it and I hope that, in offering our 

investors a peek behind the scenes of how we operate, you 

can better appreciate the art of investing in Asia, which in 

my view is just as important as the science. 
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The good oil on semiconductors 

The world has a new great game, and it’s being played out in East Asia.

By John Lam, co-founder and senior analyst 

t was Ben Graham who first offered the parable of Mr 

Market, a manic depressive that was optimistic about 

stocks one day and depressed about them the next. 

Over the past few months, we’ve been party to an 

extended version of the fable. 

As the year began, Asian equity markets were full of 

optimism, especially in Hong Kong, which enjoyed record 

inflows from the mainland to the end of February. The first 

two months of 2021 delivered 60% of the total inflows of 

the entire preceding year. That was quickly forgotten in the 

face of rising bond yields and inflation expectations. 

Momentum changed and Asian equities ended the quarter 

roughly flat with the start of the year. Mr Market can turn 

as quickly on a renminbi or yen as he can on a dime. 

Inflation markers 

There are good reasons for investors to adjust their 

inflationary expectations upwards. Solar glass prices rose 

over 50% during the second half of last year, resulting in 

supernormal profit margins for Xinyi Solar, one of our 

portfolio holdings. 

Battery companies and automobile component 

manufacturers in the portfolio are also experiencing higher 

raw material costs and have deployed various measures to 

mitigate their impact. The semiconductor stocks are also 

increasing prices, an issue now widely reported in the west 

given their geopolitical significance and centrality to 

consumer and industrial products. 

If we own businesses that require little incremental capital 

to maintain their competitive position, or better yet, offer 

products that can increase prices a little faster than input 

costs, these will be well placed to prosper in an inflationary 

environment. This is what Stonehorn aims to do; buy good, 

growing businesses with pricing power, removing the need 

to worry about inflation hedges. 

Our two semiconductor portfolio holdings - TSMC and SK 

Hynix - offer not just an example of how particular 

businesses have in-built inflation protection but also how 

cyclical and structural forces can deliver increased value. 

 

Let us deal with the demand side first. The pandemic has 

accelerated the structural shift to cloud computing through 

working from home and remote learning while the cyclical 

impact of economies opening up has caught many 

companies out. Having let their inventories run low during 

the pandemic, they’re now joining long queues of 

businesses desperately seeking semiconductors.  

On the supply side, geopolitics, higher inventory stocking 

and regional supply chain reshuffling has produced further 

imbalances. The West is strong in intellectual property but 

manufacturing is heavily concentrated in the East. Asia now 

accounts for about 75% of semiconductor production 

capacity worldwide, with the US at 12%. 

This concerns western politicians and businesses, hence the 

stockpiling and supply chain reorganising. With advanced 

semiconductors used in everything from nuclear power to 

F-35 fighter jets, such concerns are understandable. 

Semiconductors are central to a modern, technology-driven 

economy but are produced mainly in East Asia. 

In a critical industry, when all these factors align and act in 

the same direction, we get higher prices and the kind of 

headlines we’re reading about in the newspapers at 

present. In these businesses and many others in our 

portfolio, generalised price inflation is a sideshow to 

broader structural forces. 

Market mood swings 

As noted previously, the mood of the market swings from 

time to time and it’s important not to get too carried away 

one way or the other. Inflation fears are getting plenty of 

attention but in the case of the semiconductors, their 

primary challenge is to increase supply in the face of 

booming demand. 

Advanced semiconductor businesses earn a high return on 

invested capital but their products are becoming more 

complex and costly to manufacture. Between 1970 and 

2010, the cost of a semiconductor fabrication plant (fab) 

went up 1000-fold from US$1m to US$1bn but unit costs 

held steady.  

 

I 
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How so? Combine a 1,000-fold increase in the number of 

chips produced per fab with a 10-fold increase in wafer 

throughput, a 10-fold increase in wafer size and 10-fold 

increase in chips per unit area and the result is the same 

price per chip before the expansion. Such are the attractive 

mechanics of advanced semiconductors.  

Top holdings 

In 2018, TSMC, one of our top portfolio holdings, was 

investing about US$10bn a year on capital expenditure. In 

order to overcome physical manufacturing constraints and 

to mitigate geopolitical uncertainties by building new plants 

in the US and Europe, that figure is likely to triple over each 

of the next three years. 

This is no bad thing. Increasing capital requirements have 

led to continued industry consolidation. The top five 

players now account for 70% of global industry’s capital 

expenditure. The slowing rate of technological 

advancement has also resulted in more disciplined 

investment spending. Gone are the days when industry 

players invested regardless of returns. The result is higher 

overall industry profitability and improved returns on 

capital. 

The rate of return for advanced semiconductors like TSMC 

has always been high but are likely to further improve. Even 

the economics of commodity semiconductors like SK Hynix 

are similarly advancing. 

 

These structural factors outweigh almost every other. 

When the pandemic is over and normality resumes, these 

forces will still be acting favourably on our investments, 

regardless of the general level of inflation. 

This explains our overweight exposure to semiconductors, 

which have become like the new oil - central to a growing 

global economy, geopolitically important and tremendously 

good businesses.  

At a combined portfolio weighting of 27.5%, including 

positions in TSMC, Samsung Electronics, SK Hynix, Mediatek 

and Vanguard, our exposure to the sector is twice that of 

the benchmark. We hope our investors now understand 

why. 

As for the geopolitical uncertainties, they will remain high 

and probably endure. The trade dispute between Japan and 

the US, for example, has been going on for so long - over 

half a century now - that investors have ceased to think 

about it. What the next focus for China and its trading 

partners will be after Australian wine and Xinjiang cotton is 

anyone’s guess but we can be sure it will be something. 

This is in the nature of global economic transformations. 

Not much changes without some friction. If you are 

planning to invest in Asia when all the noise goes away, 

prepare for a long wait and higher stock prices when you 

do eventually buy in. 

None of this is to discount the possibility of higher inflation. 

Globalisation and technological improvements have kept 

costs low and restrained inflation for decades. But, as 

protectionism rises and trade frictions increase, supply-side 

factors could see its return. 

Uneven recovery 

In the short term, the pace of economic recovery will be 

uneven between countries and we could see periods of 

pent-up demand met by supply shortages in certain 

segments. In China, trade tension with Australia may have 

affected the coal supply, leading to power shortages in 

certain areas. The pandemic has also affected the supply of 

industrial components as demand recovered in the second 

half last year. And the heavy flooding in China in June last 

year may have contributed to the rise in food prices. 

Markets are littered with accidents and a mishap here or 

there could set things in the wrong direction. We do not 

predict tides; the purpose of making these observations is 

to make sure if the tide falls at some point we will not be 

caught swimming naked. 
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A final word on valuation. Many technology-related 

companies have corrected during the first quarter of the 

year. While some are still on the expensive side, broadly 

speaking valuations are not in what we might call bubble 

territory. 

Occasionally, there will be stories like Archegos, throwing 

markets into temporary disarray. As long as one has 

learned the lessons from previous such examples, these 

periods are to be welcomed and viewed as potential 

opportunities. 

After the October 1929 crash, Ben Graham’s investment 

fund, loaded with debt in the manner of Archegos, lost 70% 

of its value. The experience changed Graham’s investment 

approach, as it did John Maynard Keynes on the other side 

of the Atlantic. Instead of using their expertise to predict 

macroeconomic conditions and business cycles, a pursuit 

both realised was fruitless, they focused on buying stocks at 

prices less than they were worth, with a sufficient margin of 

safety as insurance against almost any eventuality.  

We see things in similarly. We have no particular insight 

into the future rate of inflation, how Chinese trade 

relations with the rest of the world will develop, or how 

various geopolitical tensions might influence markets in the 

months and years ahead. We keep an eye on them of 

course, but accept these things are ultimately unknowable. 

Instead, as Sam describes in his contribution this quarter, 

we are focused on stocks like TSMC, SK Hynix and Rexon, a 

new portfolio addition, and their intrinsic value. If we can 

get that right, everything thereafter tends to take care of 

itself. 

 

  

 

Stonehorn Global Partners looks for compounding opportunities 
 
 

     

Northern Pikes Super Jumbos Top Drawers Charlies and Warrens 

“Introduce a northern pike 
into a pond and sooner or 
later you have a pond of 

only northern pikes.” 

“Companies with a very 
long runway ahead of it.” 

“Put it in your top drawer 
and leave it there for the 

grandchildren.” 

“Berkshire Hathaway styled 
companies in Asia.” 

Disruptors of the market 

Takedown the competition 

Constantly adapting to the 
environment 

New industries and new 
technologies 

Innovation 

 

Clear long-term trend 
ahead 

Strong tailwinds such as 
regulatory support, 

demographic growth 

High growth industries, 
the industry is growing 

GDP-plus 

 

Blue chip and highest 
quality 

Dominant market share 

World-class stewardship 

Simple and easy to 
understand 

 

High castles and wide 
economic moats 

Unique comparative 
advantage 

Clear earnings visibility 

Monopoly or duopoly 
businesses 

Strong comparative 
advantages 
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Stock focus: Rexon Industrial 

A high growth company with great potential and a cheap price. Meet another undiscovered gem.

By Duke Lo, co-founder and portfolio manager 

n our 2019 December quarterly, Sam described my 

visit to Taichung, Taiwan’s second-largest city, where 

he met a company that usually declines calls from 

brokers and fund managers and doesn’t attend conferences 

or make presentations. Such activities, the company 

believes, detract from the daily task of building a successful 

business.  

As Sam wrote, “it sounded like our kind of company”. So it 

has proved. Rexon Industrial joined the portfolio in 

February. 

This isn’t a well-known small cap stock, and not just for the 

aforementioned reasons. Few brokers cover it, unless 

you’re pedalling one of its exercise bikes, Rexon’s fitness 

equipment products and power tools hardly set the pulse 

racing. Compared to fintech upstarts and AI disruptors, 

from the outside this company appears dowdy and dull. 

This is one of the reasons why it is cheap. 

Great potential 

The other is that this is a high growth company with great 

potential. Rexon is an original design manufacturer (ODM), 

which means it designs and builds products to other 

company's specifications. Clients include household names 

like Peloton, Technogym, Techtronic, Life Fitness, Home 

Depot and Lowe’s. 

With 49 years of manufacturing experience and 70% of 

components made in-house, Rexon is already good at what 

it does. But the pandemic has delivered two tailwinds that 

mean it is likely to be doing a lot more of it in the years 

ahead. 

The first is the huge increase in demand for home fitness. 

Peloton, for example, is expected to grow revenue at a 

compound annual growth rate (CAGR) of over 40% for the 

next few years, driven by a growing subscriber base and 

new bike and treadmill product launches, many of which 

will be designed and made by Rexon. 

The company has been running its factory 24 hours a day 

since June last year, making 30,000 units a month. In the 

three years since 2016, Rexon's pre-pandemic capacity for 

fitness products had already increased at a 79% CAGR. With 

Peloton dealing with a heavy backlog of bikes and 

treadmills, Rexon, one of two strategic suppliers to the 

company, is again expanding manufacturing capacity. 

Home fitness boom 

The second has similar origins, albeit for different products. 

Confined to their houses, US homeowners have embarked 

on home improvement projects. Rexon makes many of the 

power tools they need to undertake them. As with home 

fitness equipment, demand has outstripped supply and 

Rexon is well placed to cover the shortfall. 

It’s tempting to view pandemic-driven demand as cyclical 

but in home fitness especially, we believe home gyms are 

here to stay. With a vertically integrated supply chain, 

exceptional production flexibility, net cash and a cheap 

valuation, Rexon is now one of the top five active positions 

for the portfolio and a perfect example of the kind of 

undiscovered gem we look for. It’s satisfying that the effort 

and persistence to meet with and understand the company 

has paid off. 

Source: Peleton.com 
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Portfolio Commentary

This period was all about locking in profits and deploying fresh capital to some attractive new ideas. 

By Duke Lo, co-founder and portfolio manager

argin of safety works both ways. Buying a stock 

substantially below our estimate of intrinsic 

value - as we did this quarter with Rexon and 

CK Hutchison, a conglomerate with exposure to 

infrastructure, energy and retail - offers protection against 

nasty surprises. 

But when a stock travels above our estimate of intrinsic 

value, the decision to act is more complex. We’re long-term 

investors and we like to keep our portfolio turnover low 

(this quarter it was unusually high at 12.1%). If a stock rises, 

say, 30% above our estimate of value, we would ordinarily 

prefer to hang on, keeping transaction costs low and letting 

the company grow into its price over time. 

Intrinsic value 

When a company’s share price rises way over our estimate 

of intrinsic value the margin of risk in a price, as opposed to 

the margin of safety, must be considered. This has been a 

theme of the quarter. Some stock prices got way ahead of 

the fundamentals, causing us to lock in handsome gains. 

After reaching all-time highs in February, we took profits in 

Samsung SDI. This stock has tripled since the beginning of 

last year and the valuation was getting stretched. Despite 

having held it since the fund’s inception, it has now 

dropped out of our top five active weights. We also took 

profits in SEA Ltd and Info Edge for much the same reason. 

The long-term trend of increasing South East Asian online 

ecommerce penetration remains intact but SEA’s pricing 

contained aggressive assumptions. Again though, the 

valuation was demanding, as it was for Hong Kong 

Exchange, which we have exited altogether. 

We also sold down our holding in Tencent given the 

government’s anti-monopoly campaign, which made us 

more cautious about the potential regulatory risk to the 

large internet platforms. The funds released were used to 

purchase two financials - Ping An and AIA - which had 

relatively weaker results. 

Finally, we exited Robinson Retail to fund the purchase of 

Converge ICT in The Philippines. This is a newly-listed small 

cap rolling out fibre broadband in a country becoming more 

dependent on reliable internet access from home.  

With broadband penetration increasing, subscriber 

numbers should see exponential growth in the next few 

years. 

Our goal is to always have pent-up alpha in the portfolio. In 

selling the positions listed and reallocating the capital to 

cheaper stocks, we believe we have increased the 

portfolio’s long-term capacity for capital growth. Being 

disciplined with regards to the difference between price 

and value and balancing that against a desire to keep 

portfolio turnover low is the objective. That might not 

always be easy but it is important. 

The portfolio returned 2.61% for 1Q21 compared with the 

benchmark return of 2.70%. The Philippines, Indonesia and 

Malaysia all delivered negative returns whilst the best 

performer was Taiwan, up 11.18%, driven by the 

Information Technology (IT) sector (up 13.26%). 

John has gone into detail about the dynamics of the global 

semiconductor supply chain this quarter. This to a large 

degree, this explains Taiwan’s outperformance. In contrast, 

IT produced negative returns in Hong Kong (-8.96%), China 

(-13.78%) and Korea (-1.89%). 

“With the inflation trade and yield 

expectations rising, there was some 

general profit taking” 

With the inflation trade and yield expectations rising, there 

was some general profit taking, although our decisions 

were based on company fundamentals. We have never 

seen anyone time the market consistently and don’t aim to 

try. Given our strong underweight in the sector (we have 

zero exposure to banks in the region), financials were the 

worst performing attributor for the fund. 

This has been a busy period with high levels of volatility. 

Whilst there were no major surprises among portfolio 

companies this reporting season, excessive differences 

between price and value in both directions have kept us on 

our toes. Despite the flat performance of the portfolio this 

quarter, locking in profits in a host of high-performing 

stocks and deploying fresh capital to some attractive new 

ideas has added a lot of as-yet-unrealised value. 

M 
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Stonehorn Portfolio Overview 
 

Class I USD Net Performance 
 

Stonehorn 
Asia Equity 

Fund^ 

Relative 
to MSCI 

AxJ † 

1 month -4.42% -1.88% 

3 months 2.61% -0.09% 

6 months 23.60% 1.79% 

YTD 2.61% -0.09% 

1 year 76.17% 18.86% 

Since Inception * 52.35% 11.17% 

Since inception (CAGR) 26.26% 5.21% 

* Inception date 11 Jun 2019 
† Benchmark MSCI AC Daily Total Return Net Asia Ex Japan USD Index 
^ Includes (net) 70bps of costs and impact on inception date (one-off) 
Minimum investment is USD 1 million – For Professional Investors (PI) only 

 

Class Super-II USD Net Performance 
 

Stonehorn 
Asia Equity 

Fund 

Relative 
to MSCI 

AxJ † 

1 month -4.26% -1.72% 

3 months 2.73% 0.03% 

6 months 23.60% 1.79% 

Since Inception * 62.29% 14.49% 

* Inception date 17 Apr 2020  
† Benchmark MSCI AC Daily Total Return Net Asia Ex Japan USD Index 
Minimum Investment is USD 150 million – For large institutional clients 
only 
 

Top 5 Active Positions Weight 

SK HYNIX INC 4.6% 

PING AN INSURANCE GROUP CO-H 3.9% 

KAKAO CORP 3.4% 

MEDIATEK INC 3.1% 

REXON INDUSTRIAL CORP LTD 2.7% 

 
 
 
 
 
 
 
 
 
 

 
 

Sector Allocation Weight 

Information Technology 34.51% 

Consumer Discretionary 17.81% 

Communication Services 16.28% 

Financials 11.75% 

Consumer Staples 5.56% 

Industrials 5.52% 

Health Care 3.46% 

Utilities 2.43% 

Energy 0.00% 

Materials 0.00% 

Real Estate 0.00% 

Cash 2.68% 

Total 100.0% 

 

Country Allocation Weight 

China 34.49% 

South Korea 19.54% 

Taiwan 19.32% 

Hong Kong 14.60% 

India 5.52% 

Philippines 2.33% 

Singapore 1.52% 

Indonesia 0.00% 

Malaysia 0.00% 

Thailand 0.00% 

Others 0.00% 

Cash 2.68% 

Total 100.0% 
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Fund and Share Class Overview 

The Stonehorn Asia Equity Fund is a long-only equity fund. The investment objective is to outperform the MSCI AC Asia ex-Japan 

Net Total Return USD Index (NDUECAXJ Index) over a long-term investment horizon. Although the investment objective is to 

outperform the Benchmark Index, equities will be selected by the Fund solely based on merit without consideration as to 

whether it is a constituent of the Benchmark Index. 

General Information 
  

Fund Stonehorn Asia Equity Fund 

Umbrella Stonehorn Asia ICAV 

Legal Structure UCITS, Ireland 

Investment Manager Stonehorn Global Partners Ltd 

Management Company Bridge Fund Management Limited 

Auditors – Fund  PricewaterhouseCoopers  

Legal Advisors  Dillon Eustace  

Fund Administrator  HSBC Securities Services (Ireland) DAC 

Custodian  HSBC Continental Europe, Dublin branch, Ireland 

Inception date June 11th 2019 

Base Currency USD 

Benchmark Index MSCI Asia ex-Japan Net USD 

Valuation and Dealing Day Daily 

Performance Fee Period Yearly 

Investible countries HK, China (H-Shares, A-Shares, B-Shares, US-ADRs), India, Korea, Taiwan, Philippines, 
Thailand, Malaysia, Singapore and Indonesia 

Trusted counterparties JP Morgan, Credit Suisse, HSBC, Citigroup, CICC  

 

Share Class Details 

Share 
Class 

Launch 
Date 

Currency ISIN Code 
Bloomberg 

Ticker 
Management 

Fee 
Performance 

Fee 
Minimum 

Investment 

Class A 
(USD) 

11-Jun-19 USD IE00BJXRGV39 SAEFUSA ID 1.25% 
15% excess over 

benchmark 
$USD 300,000 

Class A 
(AUD) 

03-Dec-20 AUD IE00BLGZB351 SAEFAUA ID 1.25% 
15% excess over 

benchmark 
$USD 300,000 

Class I 
(USD) 

11-Jun-19 USD IE00BJXRGW46 SAEFUSI ID 1.00% 
15% excess over 

benchmark 
$USD 1,000,000 

Class I 
(EUR) 

11-Jun-19 EUR IE00BJXRGY69 SAEFEUI ID 1.00% 
15% excess over 

benchmark 
$USD 1,000,000 

Class I 
(AUD) 

11-Jun-19 AUD IE00BJXRGZ76 SAEFAUI ID 1.00% 
15% excess over 

benchmark 
$USD 1,000,000 

Class I 
(CHF) 

15-Oct-20 CHF IE00BMY58118 SAEFCHI ID 1.00% 
15% excess over 

benchmark 
$USD 1,000,000 

Super-I 
(USD) 

11-Jun-19 USD IE00BJXRGX52 SAEUSSI ID 0.75% 
10% excess over 

benchmark 
$USD 70,000,000 

Super-I 
(EUR) 

20-Jan-20 EUR IE00BKKKM586 SAEEUSI ID 0.75% 
10% excess over 

benchmark 
$USD 70,000,000 

Super-II 
(USD) 

25-Mar-20 USD IE00BLDGKJ08 SAEUSII ID 0.60% 
20% excess over 

benchmark 
$USD 150,000,000 
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Disclaimers 
 

This document is prepared by Stonehorn Global Partners Limited 

(Stonehorn Global Partners).  

Stonehorn Global Partners is regulated by the Securities and Futures 

Commission of Hong Kong under Hong Kong law, which differ from 

Australian laws. Pursuant to Class Order 03/1103 issued by the 

Australian Securities and Investments Commission, as it continues to 

apply by force of ASIC Corporations (Repeal and Transitional) 

Instrument 2016/396 and ASIC Corporations (Amendment) Instrument 

2018/807, Stonehorn Global Partners is not required to hold an 

Australian financial services licence under the Corporations Act 2001 

(Cth) in respect of its provision of financial services in Australia.  

Stonehorn Global Partners is only permitted to provide financial 

services in Australia to wholesale clients as provided for in the 

Corporations Act 2001 (Cth). This document must not be relied on for 

purposes of any investment decisions. The contents of this document 

have not been reviewed by any regulatory authority in Hong Kong.  

Neither the fund nor the fund’s offering memorandum have been 

authorized or approved by the Securities and Futures Commission in 

Hong Kong. You are advised to exercise caution in relation to the 

offer. If you are in any doubt any of the contents of this document, 

you should obtain independent professional advice. Investors should 

rely only on the fund’s offering documents when making any decision 

to invest. Before investing in any Company, we recommend that all 

relevant documents, such as reports and accounts and prospectus 

should be read, which specify the particular risks associated with 

investment in the Company, together with any specific restrictions 

applying and the basis of dealing. 

This document is published as a service for reference purposes only 

and not to solicit any action based upon it. This document does not 

constitute or form part of any offer or invitation to sell or any 

solicitation of any offer to purchase or subscribe for shares in the 

Company. The information disclosed in this document remains subject 

to revision without prior notice.  

General Risk Factors (for more details, please refer to the fund’s 

offering document): The value of any investments or any income 

generated may go down as well as up and is not guaranteed. Past 

performance will not necessarily be repeated. Changes in exchange 

rates may have an adverse effect on the value, price, or income of any 

investment. There are additional risks associated with investing in 

emerging or developing markets.  

 

 

 

 

There is no assurance or guarantee that the investment objective of 

the Company will be achieved, and investment results may vary 

substantially overtime. This document may only be distributed in or 

from Singapore to (i) "institutional investors" pursuant to Section 304 

of the Securities and Futures Act, Chapter 289 of Singapore (the 

"Act"), (ii) "relevant persons" pursuant to Section 305(1) of the Act, 

(iii) to persons who meet the requirements of an offer made pursuant 

to Section 305(2) of the Act, or (iv) pursuant to, and in accordance 

with the conditions of, other applicable exemption provisions of the 

Act.  

In Switzerland, the Fund is considered foreign investment schemes 

pursuant to Art. 119 of the Swiss Federal Collective Investment 

Schemes Act (CISA). No application has been submitted to the Federal 

Financial Market Supervisory Authority (FINMA) to obtain approval 

within the meaning of Art. 120 CISA to offer or distribute the 

investment in or from Switzerland to “Non-Qualified Investors”, and 

no other steps have been taken in this direction. Consequently, 

investors do not benefit from the specific investor protection and/or 

FINMA supervision pursuant to the CISA and its implementing 

ordinances. Any offer or sale must therefore be in strict compliance 

with Swiss law, and in particular with the provisions of the Collective 

Investment Schemes Act and its implementing ordinances, and FINMA 

circular 2013/9 on distribution of collective investment schemes.  

No person or entity is authorized to offer or sell the Shares or 

distribute any Fund Documentation, including the Prospectus, the 

Articles of Incorporation and annual reports issued by the Fund from 

time to time or promotional material pertaining to the Fund in or from 

Switzerland other than to "Qualified Investors", as defined in Article 

10 of the CISA and Articles 6 and 6a of the CISO and any circulars 

issued by FINMA.  

The Fund has appointed as Swiss Representative Waystone Fund 

Services (Switzerland) SA, Av. Villamont 17, 1005 Lausanne, 

Switzerland, Tel: +41 21 311 17 77, switzerland@waystone.com. 

The Fund’s Swiss paying agent is Helvetische Bank. In respect of the 

Shares distributed in or from Switzerland, the place of performance 

and jurisdiction is at the registered office of the Swiss Representative. 

 

mailto:switzerland@waystone.com
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About Stonehorn Global Partners 

Stonehorn Global Partners (Stonehorn) is majority owned by its staff  

and believes an alignment of interest with their clients is what 

builds sustainable partnerships. 

Stonehorn’s founding members have partnered together in Asia for over 

12 years and have a long and strong record investing in Asian equities. 

Since then they have built an extensive network of relationships with 

Asian companies, government bodies and industry contacts. 

This level of access together with their experience allows them to select 

investments carefully by cross-checking investment assumptions with 

management discussions, financial analysis and industry checks. 

Stonehorn conducts research via a deep dive bottom up approach 

focusing on Environmental, Social and Governance (ESG) factors. 

Stonehorn’s proprietary due diligence and research methods are based 

on a seamless collaboration with each member correctly trusting each 

other. 

For more information visit: www.stonehornpartners.com 

FOR PROFESSIONAL INVESTORS ONLY 

 

Stonehorn Global Partners Limited 
 
For general enquiries:  
Phone : (852) 3619 4721 
Fax : (852) 3619 4727 
Email : contact@stonehornpartners.com 
 
Suite 1203, Beautiful Group Tower 
77 Connaught Road, Central, Hong Kong 
 

http://www.stonehornpartners.com/
mailto:contact@stonehornpartners.com
mailto:contact@stonehornpartners.com
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