
 

 
 
 

“Chance only favours the prepared mind”- Louis 
Pasteur. 
 
The current reporting season has seen many companies report better numbers than the market 
expected given the economic backdrop, however it has not all been plain sailing, and the relative 
performance of the mega-cap companies has captured many a headline, although their relative 
underperformance has been in place for almost a year.  
 

S&P 500 equal-weighted vs market cap weighted index 
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This month saw President Xi get elected for another term in China, and many of his allies find seats in 
the politburo, further strengthening his position. His election failed to come with the hoped for easing 
of the zero-COVID policy, which continues to deter investors and investment into the region. The 
report of a COVID outbreak at Foxconn’s Zhengzhou facility recently, led to images of workers scaling 
fences to avoid lockdowns, highlighting just how feared this policy has become within China. Any 
rumours of a relaxation of this policy will likely be met with a short-term bounce in Chinese equities, 
however, there are other headwinds that will likely curtail any long-term recovery. 
 
China economy continues to falter as the housing market remains in an existential crisis and shows 
little sign of abating, as liquidity remains scarce and prices fall, leaving both the commercial and 
residential sectors in negative equity. To pile woes onto China’s slowing economy President Biden has 
stepped up restrictions on foreign companies doing business in the region. The latest instalment 
prohibits US persons (citizens and companies) from providing direct or indirect support to Chinese 
companies involved in advanced chip manufacturing, while at the same time stepping up pressure on 
non-US companies not to supply technology and expanding the ‘unverified’ company list. In due 
course it is expected that the US administration will expand its policies beyond semiconductors to 
other sectors which they could claim are national security threats exist such as AI and biotechnology. 
Compounding the headwinds is the trend to on-shoring and near-shoring production in the wake of 
the supply issues experienced during the pandemic and this is likely to play out over multiple years. 
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With the lack of transparency and geopolitical tensions, investors have reduced exposures to Chinese 
equities, the Golden Dragon index which tracks Chinese equities that have US listings has fallen almost 
80% since the peak in March 2021 and the MSCI China Index has performed only a little bit better, 
down 62%. Hong Kong may have avoided being dragged into the zero-COVID net, but despite 
quarantine restrictions for travel and gatherings becoming more normalised, it too has fallen foul of 
the move away from China exposure, with the Hang Seng index down 52% over the same period. 
 

President Xi’s election fails to turn the Chinese stock market 
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While there is undoubtedly value to be found amongst the wreckage, China is not the only region that 
has fallen out of favour with investors. Flows out of UK and European equities have been increasing 
over the past year, leaving many high-quality companies with more transparent reporting than that 
found further east, trading at multi-year lows. We believe that in the coming months these regions 
may offer up opportunities to invest in quality companies which hitherto have proved to be too 
expensive, however, the Fund continues to scour the world for the best-in-class companies with 
reliable cash flows and returns on invested capital and will take opportunities as they arise regardless 
of their country of listing. 
 

Fund Flows by Region 
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The Fund rose by 1.35% during what was a volatile month, as evidence of the global economy slowing 
continued to mount. As a result, the VT Tyndall Global Select Fund B Acc (GBP) loss for 2022 thus far 
was reduced to 14.74%. 
 
Fund Activity and News 
 
During the month initiated a position in Amphenol. The company is the global leader in developing 
high technology products to enable the shift to a higher electronics content in their end market 
products. They have a highly diversified set of products and long and short cycle end markets that 
range from secular growth areas such as vehicle electrification, cloud computing, electronic content 
in industrial applications to next generation 5G technology, as well as more traditional long-cycle 
industries such as military and aerospace. 
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Amphenol has grown at a CAGR of over 12.5% over the past 20 years through a mix of organic growth 
and acquisitions (50 in the past 10 years, accounting for approximately 1/3rd of total revenue growth) 
and a strong focus on technology. With a growth rate of over twice that of the underlying markets, 
the company has grown market share and with sustainable value creation. The diversification of its 
products and end markets is reflected by the fact that 2009 is the only year in the past 20 where the 
company saw sales not make a new all-time high. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
Long-term Industry leading Growth 
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The company operates in over 70 countries and has a unique management culture that empowers 
their 130 general managers to run their operations in their respective areas as if they were their own, 
with a lean management structure above which serves to create a strong entrepreneurial culture and 
drives innovation.  

 
 

 
 

With a lean and flexible cost structure, Amphenol has a highly cash generative business model with 
Returns on Invested Capital well in excess of their cost of capital and ahead of that achieved by their 
peers which not only enables them to undertake acquisitions to add to their product offering but also 
to reinvest in the business in order to achieve their aim of creating sustained long-term value. 



 

 
Strong Free Cash Flow throughout the Business Cycle 

 
Source: TIM/ Company Reports 

 

This month saw the mega-cap technology companies lose some of their allure, and weighed heavily 
on global performance, given their weightings in US and Global indices as well as the multitude of 
factor specific ETFs. We reduced our weighting in Amazon earlier in the month, given our concerns 
over the retail marketplace arm of the business. The International marketplace business has a long 
history of running with negative operating income, and this quarter marked the fifth consecutive 
quarter of displaying this trend, however, the North American business is also now running with 
negative operating income given the significant uplift in expenses that management deemed needed 
to grow the business.  
 
One bright spot reported within these segments was the growth in advertising revenues, which is in 
stark contrast to those of Alphabet (not held) and grew at a rate of 25.4%, compared to the respective 
quarter last year. Despite the profitability of the AWS cloud business, the company as a whole 
reported an operating loss, and worryingly, despite having previously talked about two-thirds of costs 
being under their control, the increased expenditure is expected to continue in the coming quarters 
while simultaneously growth is slowing. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

Amazon’s cost problem 
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Our holding in Microsoft also faired poorly this quarter, despite beating the market’s expectations on 
both revenue and net income, and guiding for continued double digit growth in both revenue and 
operating profits in 2023. Like Amazon, the market focussed on the performance and outlook 
surrounding their cloud offering, Azure, which grew at 42% year-on-year, slower than the market 
expected.  
 

The law of large numbers 
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The sheer scale of these segments, where the AWS, Google and Azure dominate the market, 
mathematically makes it increasingly difficult for companies to continue to grow at high double-digit 
rates, despite gaining market share from the smaller cloud players. Both Microsoft and Amazon noted 
that as economic uncertainty grows, they are seeing some signs of companies paring back of 
expenditure and guided to their growth in the cloud slowing to 37% and 24% respectively; we expect 
that Alphabet are also seeing similar traits, however they did not issue guidance with their quarterly 
numbers. 
 
 
 
 
 
 
 



 

 
 
 

The large three continue of grow share and now have £160bn annualised revenues 

 
Source: Barclays Research 

 

While company retrenchment is never a good sign, we continue to believe in the shift to the cloud, 
and that the scale of the cuts is temporary in nature, merely a delay in moving workloads across to 
the public cloud. We see the move to the public cloud as a structural theme that is still in its infancy 
and therefore, while we may see bumps in the growth trajectory, all three players will continue to 
grow revenues at healthy rates. Post Alphabet’s period of irrational pricing as they tried to break into 
the market, all three now generate very high operating margins which appear sustainable; AWS is the 
only player to cleanly split out their operating margins, which are 26%, but Microsoft has gross margins 
of over 60% which implies that they have similar operating margins. 
 
Richard Scrope, Fund Manager, VT Global Select Fund, 31st October 2022  
Data source (unless otherwise stated): Bloomberg. 
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Disclaimer 
 
WARNING:  
Not for retail distribution. This document is intended for professional clients only. 
All information about the VT Tyndall Global Select Fund (‘The Fund’) is available in The 
Fund’s prospectus and Key Investor Information Document which are available free of 
charge (in English) from Valu-Trac Investment Management Limited (www.valu-
trac.com). Any investment in the fund should be made on the basis of the terms 
governing the fund and not on the basis of any information provided herein. 
The information in this Report is presented using all reasonable skill, care and diligence 
and has been obtained from or is based on third party sources believed to be reliable 
but is not guaranteed as to its accuracy, completeness, or timeliness, nor is it a complete 
statement or summary of any securities, markets or developments referred to. The 
information within this Report should not be regarded by recipients as a substitute for 
the exercise of their own judgement. 
The information in this Report has no regard to the specific investment objectives, 
financial situation or particular needs of any specific recipient and is published solely 
for informational purposes and is not to be construed as a solicitation or an offer to buy 
or sell any securities or related financial instruments. In the absence of detailed 
information about you, your circumstances or your investment portfolio, the 
information does not in any way constitute investment advice. If you have any doubt 
about any of the information presented, please consult your stockbroker, accountant, 
bank manager or other independent financial advisor. 
Capital at Risk- Value of investments can fall as well as rise and you may not get back 
the amount you have invested. Income from an investment may fluctuate in money 
terms. If the investment involves exposure to a currency other than that in which 
acquisitions of the investments are invited, changes in the rates of exchange may cause 
the value of the investment to go up or down. Past performance is not necessarily a 
guide to future performance.  
Any opinions expressed in this Report are subject to change without notice and Tyndall 
Investment Management is not under any obligation to update or keep current the 
information contained herein. Sources for all tables and graphs herein are Valu-Trac 
Investment Management Limited unless otherwise indicated. 
The information provided is "as is" without any express or implied warranty of any kind 
including warranties of merchantability, non-infringement of intellectual property, or 
fitness for any purpose. Because some jurisdictions prohibit the exclusion or limitation 
of liability for consequential or incidental damages, the above limitation may not apply 
to you. 
Users are therefore warned not to rely exclusively on the comments or conclusions 
within the Report but to carry out their own due diligence before making their own 
decisions. 
Employees of Tyndall Investment Management, or individuals connected to them, may 
have or have had interests of long or short positions in, and may at any time make 
purchases and/or sales as principal or agent in, the relevant securities or related 
financial instruments discussed in this Report.  
© 2022 Tyndall Investment Management.  
Tyndall Investment Management is a trading name of Odd Asset Management. 
Authorised and regulated by the Financial Conduct Authority (UK), registration number 
660915. This status can be checked with the FCA on 0845 730 0104 or on the FCA 
website (UK). All rights reserved. No part of this Report may be reproduced or 
distributed in any manner without the written permission of Tyndall Investment 
Management. 
Investment Manager: 5-8 The Sanctuary, London, SW1P 3JP. 


