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Fishing for the next Kakao 
Northern pikes are a source of future outperformance. That’s why we’re constantly fishing for them.  

By Sam Lecornu, co-founder and CEO 

 arly in 2019, the investor relations team from 
Kakao, South Korea’s internet giant, were presenting 
to an audience of asset managers. They were now 

taking questions. The hedge fund manager made his pitch, 
utterly devoid of embarrassment. “Make it easy for me. I 
can’t see the value unless it’s right in front of me.” 

The hedgie had a point, even if he made it with inadvertent 
humility. Kakao, with operations in instant messaging, 
advertising, e-commerce, online payment systems, financial 
services and mobility solutions, is a complex beast. It took 
us months to unravel the threads. 

What chance did the investor relations team have of 
explaining it in a few minutes to an impatient, indolent 
audience member? 

Kakao, we wrote back in 2019 when the company featured 
as our Stock Focus for the quarter, is “a thrilling prospect”, 
a business combining “Uber, Spotify, WhatsApp, Netflix, 
Facebook, Alipay and Nintendo” with fantastic potential, 
none of which was “immediately apparent from a 
numerical analysis”. This was a stock that required 
imagination and detailed research. Those that wanted to be 
spoon-fed would probably go hungry. 

Our efforts led us to an alluring conclusion: at the price 
around the time of our first purchase on 11 June 2019, the 
date of the portfolio’s inception, Kakao’s market 
capitalisation was covered by its banking operations alone. 
Everything else we got for free. With the recent 
announcement regarding Kakao Bank’s forthcoming IPO, 
that view has since been vindicated. 

E 
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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://www.bloomberg.com/news/articles/2021-06-28/south-korea-s-kakao-bank-seeks-as-much-as-2-3-billion-in-ipo
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With the share price rising 542.6% since that first purchase, 
the effort invested in what we called ‘South Korea’s 
Tencent’ has paid off handsomely. As of 7 July, with the 
prospect of further increases, Kakao retains a 2.5% 
weighting in the portfolio. 

Success, of course, brings its own problems, usually in the 
form of elevated expectations. Nowadays, clients ask me a 
question as pointed as that posed by my hedge fund 
manager colleague - where is the next Kakao? 

My answer might disappoint readers now scanning the 
page for a stock code. It should, however, please long-term 
investors who appreciate that, before one can find another 
Kakao, one must first have a process that seeks to enable 
the search. Such a process encompasses everything from 
how we might analyse a stock or an industry to how we 
think about stocks in general. 

This is best illustrated with an example. A small part of the 
Stonehorn process is a categorisation tool that appears in 
each quarterly report (see page seven). Our role as asset 
managers is to seek out compounding opportunities. We 

use this tool to help us think about the businesses we 
currently own, and those we’re contemplating acquiring, 
with that goal in mind. John’s thoughts this quarter on page 
five address it from another, more strategic, angle. 

At the time of our first purchase, Kakao was an emergent 
‘northern pike’, a term Charlie Munger first coined at a 
Wesco AGM: “Throw a few into a lake dominated by trout 
and soon enough there will be a lot less trout and some 
very big pikes.” 

Kakao was an innovative, hi-tech company beating its 
competitors in almost every segment. The likely outcome 
was a diverse ecosystem with network effects and 
economies of scale - an “early-stage Amazon and 
Facebook” as we described it in our June 2019 quarterly. 

When an investor asks me where the next Kakao is coming 
from, what they’re really asking is whether we have found 
another northern pike. My short answer is a conclusive 
‘maybe’, but the question deserves a more detailed 
explanation. 

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. 
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Northern pikes are analytical catnip for John, Duke and me. 
The mere possibility of finding one gets us out of our beds 
in the morning. It also - as my wife will reluctantly attest - 
gets us working through the weekend. When you’re 
working on something you love, it never feels like work. 

Then there is the practical side. Delivering attractive returns 
for our investors is more likely if a few stocks in our 
portfolio rise five-fold or more over the years. In our book, 
fishing for northern pikes is the process of incubating future 
excess returns. 

This quarter we have been especially pleased with our 
catch. Asset managers gush over the founder mentality in a 
business and its ability to deliver fantastic returns. But the 
bland phrasing doesn’t do justice to the energy, purpose 
and intelligence required to build a business. 

Nowhere is this more true than in developing Asia, where 
expensive educations, high-quality infrastructure and ready 
access to finance are thin on the ground. In our view, this is 
a good thing. Asian entrepreneurs tend to be from less 
privileged backgrounds and are all the better for it. Energy, 
ambition and a deep sense of purpose to improve their 
society as much as their bank balance typifies the mindset.  

By way of example, let me introduce you to Dennis and 
Grace Uy, a fantastic example of men and women sharing 
leadership, with equal representation shaping the culture 
of their business and, ultimately, developing a greater 
sense of community purpose within it. 

 

Grace and Dennis Uy 
Source: Converge ICT  

In 1978, life in Fujian province in south-eastern China was 
hard. As is common in many Asian societies, Dennis Uy’s 
parents sent their children to a family member - their 
supermarket-owning Uncle Johnny in Pampanga province in 
the Philippines. 

At 11 years old, Dennis became the handyman in his uncle’s 
store, sleeping on the top of a chest freezer, dreaming of 
how he was going to make his way in the world. Whilst still 
at school and fascinated by technology, he began selling 
computers and renting videos. “I would catch a bus after 
classes”, says Dennis, “go to Greenhills [a shopping mall in 
Metro Manila] to get my Betamax tapes, then take another 
bus back to Pampanga so I would be home by 11 pm.” 

Learning the rudiments 

Having learnt the rudiments of life and business from his 
uncle, Dennis was ready to take the next step. He did so at 
a time many thought foolish. In 1991, Mt. Pinatubo, an 
active volcano that looms over the city of Angeles in 
Pampanga province, erupted. The U.S. military accelerated 
its departure from the nearby Clark air force base and 
60,000 people were evacuated from the city.  

Under these circumstances, Dennis and his partner Grace, 
formerly of IBM, established Angeles City Cable Television 
Network (ACCTN) in an office at the back of the local 
Holiday Inn. “Everyone said I was crazy to set up a business 
in the midst of devastation,” says Dennis. “But I was set on 
staying in Angeles. I grew up here, and my roots are here. 
The local economy was so down, it could only go up from 
there and I wanted to help.” 

Thus began what Dennis calls “the perfect partnership”. 
Grace is the chief resource officer, president and co-
founder of Converge ICT and “without her,” says Dennis, “I 
don’t think I would have made it this far in my ambition.” 
He may well be right. In our experience, every person with 
a big idea needs someone equally skilled at bringing it to 
life. The partnership of Dennis and Grace is highly 
complementary in that regard. 

Since laying the first fibre optic cable in Clark in 1996, 
Converge has become the Philippines fastest-growing fibre 
to the home (FTTH) broadband business.  

Converge currently reaches over seven million households. 
By 2025, it intends to increase that to cover 55% of Filipino 
households, around 15 million homes. Having examined 
their plans to connect the many islands of the Philippines 
and having understood how revenue grew by 110% year-
on-year in the first quarter, Stonehorn is backing Dennis 
and Grace to achieve their ambitious target. 

https://www.bain.com/founders-mentality/
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There is, however, another aspect to the company, beyond 
the ambition and potential returns, that appeals to us. 

Amid the ESG investing frenzy of recent years, it’s tempting 
to take the ‘social’ from that initialism and view it as a 
statutory process to be addressed with a clipboard. In 
founder-led companies like Converge and other potential 
northern pikes in our portfolio, it’s more an expression of 
the characters and personalities that have built a business 
with a social purpose from the ground up. In the case of 
Converge, that begins with the technology itself.  

“The motivation of Dennis and Grace to 
improve the lives of their fellow citizens is 
as much personal as it is professional.” 

My family in Hong Kong is fortunate to have the assistance 
of Ana, one of 11 million Filipinos that works overseas. For 
Ana and her family, reliable, high-speed Internet is critical 
to maintain connections and to assist her children’s 
educational development. During a pandemic, it has 
become an essential service, which is part of the reason 
why the Department of Education recently signed a 
memorandum of agreement to use the Converge network 
to enable online learning among public school students. 

Ana’s family live in Puerto Princesa on the island of 
Palawan, stuck with achingly slow pocket wifi. In the 
coming months, Ana’s life and that of her family will 
radically change when Coverage delivers high-speed, 
affordable fixed broadband to their family home. 

The motivation of Dennis and Grace to improve the lives of 
their fellow citizens is as much personal as it is professional. 
During the pandemic, when Filipinos were unable to go to 
work, on three occasions 10,000 bags of rice were delivered 
to 33 barangays (villages) in Angeles City. The recipients 
were unaware of the donor. “It was a matter of survival. So, 
we had to take care of the people first,” said Dennis. 

No guarantees 

I don’t know how you incorporate qualities like this into an 
ESG framework (Converge’s sustainability report can be 
found on page 180 of its 2020 annual report). What I can 
tell you is how gratifying it is to be an investor in a business 
run by people like Grace and Dennis. One of the many 
incredible things about working and investing in this region 
is the sheer number of companies run in this manner. 

Of course, there are no guarantees. Just as we couldn’t be 
certain Kakao would increase more than six-fold, Converge 
might not reach the expectations we have for it. Unless you 
happen to be Bernie Madoff, no asset manager enjoys a 
100% success rate. 

At Stonehorn, our aim is to build a portfolio of stocks where 
the probability of finding the next Kakao is high rather than 
certain. John’s piece this quarter references another 
enticing opportunity, this time in India, and our recent 
purchase of a Korean healthcare business is similarly 
placed. All are exciting additions to the portfolio and a 
potential source of pent-up alpha. 

 

Converge cable reaches the island of Mindanao 
Source: Converge ICT 

 

https://corporate.convergeict.com/wp-content/uploads/2020/10/CNVRG_FY20_17A_vF.pdf
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Continuity, compounding and Keynes 
Margin of safety isn’t what it used to be but the power of compounding endures.

By John Lam, co-founder and senior analyst 

ack in the days of Benjamin Graham, margin of 
safety was a statistical measure indicating a low 
headline valuation multiple. There were sufficient 

companies in the market trading below their net tangible 
asset value to allow Graham to become wealthy and for his 
approach to become popular.  

Times have changed since. Margin of safety still exists but 
in a more intangible form - in the inherent continuity of a 
business, untapped pricing power, intangible asset backing, 
or, perhaps, a built-in exit strategy via a convertible bond.  

Were Benjamin Graham alive 20 years ago, Amazon’s 
headline valuation might have horrified him. With the 
benefit of hindsight, he might revise his opinion and see it 
as the bargain it once was. 

The margin of safety principle remains as it was in the ‘50s 
but we have to define it a little differently. The effort to do 
so is generally worth it. From pandemics to future business 
values, the power of compounding, and the difficulty of 
sustaining it, is the key to understanding a lot of things. 

Business machine 

Behind every stellar long term stock performance is a good 
business machine that enables the power of compounding. 
A business that has this power tends to have a margin of 
safety that the numbers do not make immediately 
apparent. 

The aforementioned Amazon is perhaps one of the best 
western examples of the power of compounding. 
Everything is focused on the customer experience. As it 
improves, traffic increases, more sellers are brought onto 
the site, competition intensifies, customer choice expands, 
costs are reduced and lower prices ensue. The first 
revolution of the cycle triggers the second, and so on. 

“The more data each acquires, the 
smarter its algorithms become and the 
more users are attracted to its products.” 

 

 
Source: Amazon 

Alibaba works in a similar way but is more seller-centric. In 
the age of artificial intelligence, there are natural 
tendencies that facilitate compounding inherent in the way 
many of the current business algorithms work. 

In the west, Google commands the most search traffic. In 
China, it is Baidu. The more data each acquires, the smarter 
its algorithms become and the more users are attracted to 
their products. This particular form of compounding confers 
substantial advantages on first movers. 

 

The effect is to deliver business momentum. Once we can 
ascertain its sustainability, such a business with a high-
looking valuation multiple can still be undervalued, just as 

B 
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Amazon was 20 years ago and, as Sam notes, Kakao was 
when it first entered the Stonehorn portfolio. 

Such compounding impacts are prevalent in online 
businesses where marginal costs tend towards zero and 
network effects can produce impressive financial returns. 
But compounding effects can also be seen in more 
traditional industries, albeit with a different expression. 

The automotive industry is well over a century old. As 
internal combustion engines give way to electric motors, 
this sector has recently been undergoing heavy 
reorganisation. Despite the dizzying changes and 
background noise, we always look for underlying elements 
of continuity in the economics of our investments that 
allow us to make projections some years into the future. 

In Indian automotive parts manufacturer Motherson Sumi 
we found the power of compounding in a different form. 
Through its market position, business strategy and 
execution track record since listing in 1999, this company 
has become an integral part of the automotive industry. 
Instead of the compounding effects being driven by 
consumer experience or data, Motherson Sumi’s is built 
around trust: 

 

Source: Motherson Sumi company presentation 

Motherson Sumi is so integrated with its customers’ 
manufacturing processes it is an extension of its clients’ 
businesses. It is also important to us that the company is 
one of the few listed in Asia that articulates how the 
business is going to compound, with a demonstrated 20-
year track record of delivering on its promises.  

The Indian automotive industry is cyclical but the pandemic 
has added another layer of complexity. It is facing demand 
problems from lockdowns, labour mobility issues, shortages 
of semiconductor chips, rising transportation costs and 
increasing raw material prices. None lend confidence to an 
industry in a macro-challenged economy. 

And yet Indian automotive exports to developed economies 
are recovering. In the US, automakers’ new vehicle 
inventory is near all-time lows and customers are waiting 
for deliveries. A promotion-heavy business where price 
discounting was common now sees dealers asking for 
premiums, and getting them. Despite struggling production 
volumes, strong pent-up demand is driving industry 
profitability. This in turn allows manufacturers with in-
demand products to pass on rising costs. 

Distinct narratives 

These distinct and opposing narratives describe the current 
market conditions Motherson Sumi faces. From time to 
time, the investment community will give it a valuation 
premium or discount depending on the mood at the time. 
Neither helps us make an investment decision. 

Instead, we turn to the trust that the industry has in 
Motherson Sumi’s capabilities and the track record that 
substantiates it. When something has been working for 20 
years, you only need to figure out what might stop it from 
working in the next three to five years to establish an 
investment case. This is a much simpler problem to solve 
than trying to figure out what will make a start-up work in 
the future. Proving something is false is much simpler than 
proving something is true. 

By definition, early-stage compounders are not a 
Motherson Sumi, which was founded in 1986, or an 
Amazon with a 27-year track record behind it. This applies 
to many of today’s technology companies. How then should 
we assess the investment potential of early-stage 
compounders like Converge? 

John Maynard Keynes can help. In his book A Treatise on 
Probability, Keynes explains that probability need not be a 
statistical measure based on historical data. Instead, sound 
reasoning about the future can be a basis for probability 
assessments, without the pretence of numerical precision. 

As an example, consider portfolio holding BYD, part of 
China’s emerging electric vehicle (EV) industry. Whilst 
Motherson Sumi, producing components mostly for 
traditional cars, has decades of industrial data available for 

https://en.wikipedia.org/wiki/A_Treatise_on_Probability
https://en.wikipedia.org/wiki/A_Treatise_on_Probability
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analysis, how might we make a judgment on the wide-open 
future of BYD with hardly any data at all? 

We might start by defining track-record differently. Before 
its public listing, BYD had been compounding at an annual 
growth rate of 70%. During this period, the EV industry 
barely existed.  

There are elements in that success worthy of examination. 
If the key elements for success in the EV industry are similar 
to those in previous businesses, Keynes’ approach to 
reasoning allows us to make probability assessments about 
BYD’s future prospects in the EV industry, without empirical 
data. Why? For the same reasons you don’t have to roll a 
dice 100 times to know the probability of getting a six. 

The process of compounding returns will eventually come 
to an end. As Henry Ford found out to his cost, eventually 
the colour of the car will matter. Ford struggled to 
successfully transition from the Model T to the Model A. 
Despite that, the economics of the business were such that 
almost a century later Ford remains one of the largest US 
automotive manufacturers. The economies of scale, an 
established pathway for sustained innovation, growing US 
consumer purchasing power and their love affair with cars 
adds up over time. 

Whereas Amazon focuses on the continual improvement in 
customer experience and Alibaba makes it easier for small 
and medium enterprises to build their businesses, in the 
automotive industry the result is typically stable production 
costs but a better driving experience. 

As the pace of technological change accelerates, there will 
be more noise than ever. But the game remains the same; 
for successful businesses, organisations and countries, 
there are always elements of continuity to their success. 
Capitalism is too brutal to let this happen by chance. 

These elements can be evaluated and the margin of safety 
determined. The result is that, occasionally, an apparently 
expensive-looking business is an attractive opportunity. But 
only if investors evolve with the changing environments will 
they notice it. Whilst the underlying principles are the 
same, the nature of the best investment opportunities 
today are quite different from those of previous 
generations. That makes adaptability through continuous 
learning mandatory for investors and management alike. 

We mourn the loss of Mr Tripathi, an independent director 
of Motherson Sumi, who passed away due to the pandemic. 
Motherson Sumi is one of Stonehorn’s two Indian 
investments.

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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Portfolio Commentary
From following the breadcrumbs in China to acquiring some outstanding growth businesses beyond it, 
this has been a quarter of change. 

By Duke Lo, co-founder and portfolio manager

am isn’t basking in the light of the portfolio’s 
quarterly outperformance of 1.41% over the 
benchmark return of 3.6%. Instead, he’s reading an 
English translation from Xinhua, headlined ‘The 

General Office of the Central Committee of the Communist 
Party of China and the General Office of the State Council 
issued the "Opinions on Strictly Cracking Down on Illegal 
Securities Activities in accordance with the Law”’.  

As Asian fund managers, it is part of our job to follow the 
breadcrumbs. That involves engaging with documents such 
as this. Had US investors in Didi, recently listed as an ADR 
on the NYSE, read more like it, they may have avoided a 
difficult week. 

Some good may come of this. In August 2018, draft laws 
were announced designed to regulate private education. 
After regulatory pressure, in November last year, Ant 
Financial suspended its planned IPO. In February this year, 
following an investigation into Alibaba, China’s State 
Administration for Market Regulation (SAMR) published 
new anti-monopoly rules targeted at China’s tech giants. 

Between late January and early June, a further crackdown 
on private education saw the share price of private tutoring 
business Gaotu fall 90%. Competitors TAL Education and 
New Oriental Education & Technology - also New York-
listed - suffered similarly. The suspension of the Ant 
Financial IPO may have been the loudest signal - one that 
Didi ignored - but it was far from the first. 

“Our approach to regulatory intervention 
is to generally avoid single-silo businesses” 

As I said to Sam this week after a dramatic fall in Chinese 
ADRs, “the gweilos are finally getting it”. Unfortunately, the 
catch-up has been accompanied by a typical overreaction 
that has little to do with stock quality. 

Over the last quarter, we reduced our holdings in Tencent, 
Dada Nexus, Sun Art and Yuhua and added to our positions 
in Alibaba and Baidu. These transactions had different 
motivations. With Meituan investing over US$1.5bn per 
month to establish its dominance, smaller delivery firms 

like Dada Nexus and Sun Art Retail are likely to struggle. We 
want to own businesses with strong network effects. In the 
end, that means backing the company most likely to 
achieve them. 

The selldown in Tencent was to fund increasing exposures 
to Alibaba and Baidu. These are still exposed to regulatory 
threats but, unlike Didi, where those risks are 
unquantifiable, making the stock impossible to value, there 
are many arms to these businesses. 

Alibaba may get hit by more regulatory action but the 
diversity of its operations, and the security of income from 
its cloud business, in particular, are unlikely to be 
disastrous. Much the same goes for Baidu, which has risen 
52.5% since it first entered the portfolio. 

Flexing muscles 

Chinese regulators are clearly flexing their muscles. In our 
interpretation, this is not to play favourites or to prevent 
market forces from playing out. It isn’t personal either, 
despite the Western press often presenting it as such. 
There is probably some politics but also good intent. This is 
a complex subject that we may return to. In the meantime, 
this interview with Sam on Ausbiz offers more detail on our 
view (email registration required).  

Readers in Australia, Europe and the United States would 
be well aware that free markets do not guarantee good 
behaviour. Where the market fails, consumers expect the 
government to step in. China is no different. In fact, 
intervention in failing markets is perhaps more expected. In 
the short term, such actions can produce worrying share 
price falls. In the long term, assuming regulators pitch their 
interventions correctly - and they seem to be learning - the 
economic gains will be substantial. 

In this light, the narrative that the Chinese Government is 
against big tech disintegrates. The sector will be an integral 
part of China’s move away from an export-led economy and 
towards a domestic focus. Nevertheless, the government is 
walking a fine line. Our approach to regulatory intervention 
is to generally avoid single-silo businesses, where one 
regulatory action can render a company fundamentally 

S 

https://www.reuters.com/article/hong-kong-education-stocks-idUSL4N1V51UY
https://www.reuters.com/article/us-china-internet-anti-monopoly-idUSKBN2A70DT
https://www.ausbiz.com.au/media/no-app-no-problem-why-lecornu-is-backing-didi-and-chinese-big-tech?videoId=12069
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challenged. Transactions this quarter demonstrate this 
approach.  

Outside China, we also took profits in Kakao. Our 
outperformance during this period was largely driven by 
this company. At the beginning of the quarter, it was 
already one of our top active weights. By the end of the 
period, it had risen a further 63%. 

In Taiwan, Rexon caused all the negative performance due 
to the Peleton recall and its earnings impact. The share 
price has since recovered much of the subsequent losses, 
up 40% from recent lows. Given the value on offer, we took 
the opportunity to add to our position, which was 
opportune. June revenue numbers were up 172% year-on-
year. This is a good example of our approach to bad news 
concerning a good company. 

We also increased our holding in Samsung Electronics. 
Excluding the Philippines, home of Converge, South East 
Asian markets all posted negative returns this quarter. 

In a more general sense, the rotation from growth to value 
appears to have slowed with growth back in favour. This 
argument never resonated with us anyway and we took no 
part in it. Doing so would imply an ability to time markets, a 
skill we do not claim to possess. Those that rotate once 
often find themselves rotating again, often in the opposite 
direction. The result is high stock turnover, a low conviction 
portfolio and higher trading costs. We are not fond of any 
of these things. 

The stocks we have added to the portfolio this quarter, 
including Converge, Hugel and Chinese cosmetics company 
Cosmax, have everything to do with their quality, capacity 
to grow and attractive valuation and nothing to do with a 
faddish return to growth. 

Another point worthy of note is the effect of the flood of 
IPOs, especially in China. Some of the pricing is quite 
aggressive, which is perhaps why only a handful of stocks 
have performed well post-listing. Sellers are taking 
advantage of a liquidity-driven market. With the signs 
pointing to a slowing Chinese economy in the second half, 
this is one more reason for caution. 
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Stonehorn Portfolio Overview 
 

Strategy (I) USD Net Performance 
 

Stonehorn Asia 
Equity Strategy^ 

Relative to 
MSCI AxJ † 

1 month 1.43% 1.55% 

3 months 5.01% 1.41% 

6 months 7.75% 1.35% 

YTD 7.75% 1.35% 

1 year 49.47% 9.82% 

Since Inception * 59.98% 13.72% 

Since Inception (CAGR) 25.69% 5.37% 
* 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 
 

Strategy (I) USD Upside 
Capture 

Downside 
Capture IR** 

Inception-to-date* 104.62% 81.42% 1.16 
* Inception date 11 Jun 2019   
** The annualized Information Ratio (IR) is a measurement of portfolio 
returns beyond the returns of a benchmark compared to the volatility of 
those returns. 
 

Strategy (Super-II) USD Net Performance 
 

Stonehorn Asia 
Equity Strategy 

Relative to 
MSCI AxJ † 

1 month 1.34% 1.46% 

3 months 5.01% 1.40% 

6 months 7.87% 1.47% 

YTD 7.87% 1.47% 

1 year 49.16% 9.51% 

Since Inception * 70.41% 17.74% 
* 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 4.1% 

HUGEL INC 3.1% 

CONVERGE ICT SOLUTIONS INC 3.1% 

MEDIATEK INC 2.9% 

CHINA YUHUA EDUCATION CORP L 2.8% 

 

Sector Allocation Weight 

Information Technology 33.71% 

Consumer Discretionary 18.03% 

Communication Services 15.79% 

Financials 9.94% 

Consumer Staples 5.10% 

Industrials 5.08% 

Health Care 4.43% 

Utilities 2.43% 

Energy 0.00% 

Materials 0.00% 

Real Estate 0.00% 

Cash 5.49% 

Total 100.0% 

 
Country Allocation Weight 

China 33.93% 

South Korea 21.80% 

Taiwan 18.43% 

Hong Kong 10.79% 

India 4.78% 

Philippines 3.08% 

Singapore 1.69% 

Indonesia 0.00% 

Malaysia 0.00% 

Thailand 0.00% 

Others 0.00% 

Cash 5.49% 

Total 100.0% 
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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 2806, 28th Floor, Lippo Centre Tower One 
89 Queensway, Admiralty, Hong Kong 

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