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(Feb 2024 Boutiques Weekly) - The lack of breadth in the US equity market is hitting extremes

FOR PROFESSIONAL INVESTORS AND ADVISERS ONLY

Source: SYZ Private Banking
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Expensive for a reason but has too much optimism been baked in..?
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Source: SYZ Private Banking
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Effectively, the US is now a tale of two markets + high comps to non-US
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Source: SYZ Private Banking
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Whilst European equities trade at all-time relative low:
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Source: SYZ Private Banking
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The theme of 2024 – buy the laggards and increase non-US exposure? 

FOR PROFESSIONAL INVESTORS AND ADVISERS ONLY

• Growing consensus amongst forecasters and fund 

managers that leadership will develop in these 

sectors/markets in 2024.

• Based on:

• Improving global economic growth 

• Supportive monetary easing

• Upturn in commodity prices

• Softer US dollar

• Leading to more favorable, cyclical conditions for ex-US 

earnings in 2024.

• Supported by market sector composition, a weaker 

comparative starting point and some low expectations…

• Earnings beta to global trade has historically favored 

global ex-U.S. markets when cyclical economic 

momentum is improving
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Time for the tortoises to play catch up..? Some thoughts.

FOR PROFESSIONAL INVESTORS AND ADVISERS ONLY

• Over the full investment cycle (including the bull market and 

subsequent bear market), if the leaders during the bull portion 

become too inflated, then they will underperform in overall 

terms once the next bear market has run its course, even if 

the economic premise behind these leaders is sound. 

• There comes a point when the leaders just get too far head of 

the (positive) fundamentals, leading to disappointment and a 

de-rating

• Good themes do not always make good investments, once 

prices become too stretched.

• Increased diversification to other parts of the global equity 

market is prudent.

• Sector performance over the past month suggests that a 

rotation may be under way.



• ASML specializes in semiconductor manufacturing equipment. 

• The company is the market leader, globally, in developing the most advanced hardware to mass 

produce semiconductors 

• Revenue has doubled in the last 3 years to $28bn driven by strong demand for their most advanced 

EUV (Extreme Ultraviolet) machines. 

Excellent growth in FCF. ASML is spending 

with future growth in mind. 

Revenue and net income have grown exponentially 

over the last decade with margins increasing 

alongside. 

Investment thesis:

1. Company performing very well 

relative to the wider global 

market

2. ASML has a first to market and 

market leading advantage. 

3. The company is performing 

well relative to the sector and 

the sector is performing well 

relative to the wider market 

4. Margin accretion and FCF 

generation are excellent. 

Martello Current Holdings 
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• SAP is a technology company specializing in enterprise management. The company is heavily 

investing and pivoting towards cloud services and applications. 

• SAP is one of the most dominant companies within its respective subsector. The software solutions 

used are also very scalable meaning they can service all sized companies. 

• The company is nimble enough to adapt to changing market trends ands environments. In their most 

recent earnings release, they noted that they will be reorganizing 8,000 workers to build out their AI 

offering. 

FCF growing well with lots being spent on R&D EPS and dividends growing sustainably

Investment thesis:

1. Company performing well 

relative to sector

2. The valuation at the time of 

purchase was very attractive 

versus other technology peers 

3. Strong fundamentals versus 

peers 

4. Company is committed to 

allocating sufficient cash to 

R&D purposes, consistently 

over time. 

Martello Current Holdings 
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• Vinci is an industrial company that designs, finances and builds large infrastructure projects for the 

transportation, energy and construction industries. 

• Vinci has a strong order book for several large projects with new projects being procured regularly. 

• Company earnings and margins have remained resilient throughout various economic cycles. 

Debt are managed effectively with overall net 

debt level declining. 

Revenue and profit has grown exceptionally 

well over the past decade. 

Investment thesis:

1. Vinci has a well known and well-

respected brand which can help 

when bidding for contracts.  

2. Strong order pipeline that is 

continually growing YoY.  

3. Although Vinci predominantly 

operates within Europe, the company 

has a healthy and growing 

international presence. 

4. It is growing strongly in the 

renewable energy infrastructure 

space globally.

Martello Current Holdings 
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Summary

FOR PROFESSIONAL INVESTORS AND ADVISERS ONLY

• Global equity returns in 2023 were defined by the extraordinary rise in the US 

‘magnificent seven’ stocks, and the largely trading range performance of the rest of the 

global equity universe.

• Does the argument that these companies are ‘too big to fail’ hold water against a 

backdrop of gradually easing monetary conditions (currently on hold!) and steady or 

improving global economic growth?

• The divergence in performance amongst the M7 in recent months suggest the market is 

becoming more discerning about which can continue to perform strongly from here.

• The post-October rally was sparked by optimism that a Goldilocks climate of moderating 

inflation, continuing global economic growth, and central bank rate cuts will prevail in 

2024. This thesis is being challenged.

• European earnings beta should be supported by the anticipated upturn in global 

manufacturing and trade, after a disappointing 2023.

• The low hurdle for European earnings expectations, coupled with low regional 

ownership, presents an opportunity at the stock level for generating alpha.
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Contacts & Disclaimer

FOR PROFESSIONAL INVESTORS AND ADVISERS ONLY

Gary Hill

Investment Director

garyh@martello-am.com

+44 1534 816110

Jersey

Shane De La Haye

Portfolio Manager

shaned@martello-am.com

+44 1534 816110

South Africa

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager of the Boutique Collective Investments Scheme, approved in terms of the Collective Investments Schemes Control Act, No 45 of 2002 and is a full member of the Association for Savings 

and Investment SA.  

Collective Investment Schemes in securities are generally medium to long term investments. The value of participatory interests may go up or down and past performance is not necessarily an indication of future performance.  The Manager does not guarantee the 

capital or the return of a portfolio. Collective Investments are traded at ruling prices and can engage in borrowing and scrip lending.  A schedule of fees, charges and maximum commissions is available on request.  BCI reserves the right to close the portfolio to new 

investors and reopen certain portfolios from time to time in order to manage them more efficiently.  Additional information, including application forms, annual or quarterly reports can be obtained from BCI, free of charge.  Performance fees will be calculated and 

accrued on a daily basis based upon the daily outperformance, in excess of the benchmark, multiplied by the share rate and paid over to the manager monthly.

Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility for the third party named portfolio.

Although reasonable steps have been taken to ensure the validity and accuracy of the information in this document, BCI does not accept any responsibility for any claim, damages, loss or expense, however it arises, out of or in connection with the information in this 

document, whether by a client, investor or intermediary.  This document should not be seen as an offer to purchase any specific product and is not to be construed as advice or guidance in any form whatsoever.  Investors are encouraged to obtain independent 

professional investment and taxation advice before investing with or in any of BCI/the Manager’s products.

A feeder fund is a portfolio that invests in a single portfolio of collective investment schemes, which levies its own charges and which could result in a higher fee structure for the feeder fund.

The Martello Global Equity Fund was approved by the Financial Sector Conduct Authority of South Africa on 30 July 2020 in terms of Section 65 of the Collective Investment Schemes Control Act, 2002 (the “Act”), Notice 2076 of 2003 as amended by notice 1502 of

2005 (“the conditions”). The Fund complies and is managed within the investment restrictions and guidelines for Foreign Collective Investment Schemes in terms of the Act. The Scheme and Fund are approved in terms of the Act. The Scheme is

an affiliate member of the Association for Savings and Investment South Africa (“ASISA”).

Tom Papenfus

Business Development Officer

thomasp@martello-am.com

+27 (0)11 017 7230
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mailto:garyh@martello-am.com
mailto:thomasp@martello-am.com

	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12

