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Dear Investors, 

Remember the Big Picture 

At J.P. Morgan’s recent Q3 results call, Jamie Dimon, chairman and CEO, updated his view on 

recent developments in the global economy. “I’m not hearing much different than you’re hearing.  

Sometimes people (can) forget the big picture. The economy is growing 4% or 5%. There’s not 

one company I know that’s not working aggressively to fix their supply chain issues. Sales are still 

up, credit card, debit card spend still up, consumers in great shape. And capitalism works. The 

supply chain stuff… is simply dampening a fairly good economy, it’s not reversing a fairly good 

economy.” 

We are with Jamie Dimon, who has steered J.P. Morgan through the ups and downs of economic 

and financial crises over the past 20 years and has made it the world’s biggest bank by market 

capitalization: we should not overfocus on short-term issues. There is of course great uncertainty 

as we go through the transition from the pandemic, and the current supply chain problems will 

have an impact.  However, the underlying forces are in place and so if Covid can be contained and 

the link between infection, hospitalisation and severe outcomes weakened or broken, as appears to 

be the case so far, we should look forward to next year and the recovery with optimism.   

There is a short-term focus too on markets and valuations. Many investors are worried that  

valuations are too high or that there could be a shift from growth to value stocks that would mean 

that the companies which have done well over the past several years will do badly going forward.  

We invest in companies, not markets, and believe that there are many quality companies that are 

still attractively valued and can deliver strong returns going forward. Our definition of quality is all 

about the fundamentals: what do companies actually do, why do they do it well, is there demand 

for their products or services, and do they have the resources and the balance sheets to keep 

investing in their businesses and grow their sales, earnings and cash flows?    

Quality companies are also much more sustainable. We believe that sustainability and long-term 

investment returns are inextricably linked. Only sustainable companies have sustainable 

competitive advantages and can generate sustainable returns over the long term. Quality companies 

are about intellectual capital not physical capital, and about operating expenditure like research and 

development, not capital expenditure like plant and equipment. They are less capital-intensive and 

have much lower carbon intensity. 

The key is that quality companies grow their sales, earnings and cash flows, and that stock prices 

follow fundamentals. A company that can grow its earnings by 15% a year doubles them every five 

years. Those earnings are the ‘E’ in the P/E or price-to-earnings multiple, so if the share price does 

not move, the P/E multiple halves over the same time period.  

Quality has proved to be the key factor for companies to win against the competition, and we will 

look to take advantage of volatility and other market-related moves whenever opportunities arise.  

Finding quality companies is not easy, but that is why we analyze the fundamentals and make sure 

we own the right ones. 
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Performance 

After continued strong gains in July and August, our World Stars Global Equity fund gave ground 
in September and is now up 12.3% year to date in USD. The MSCI World also fell in September 
as global markets reacted to rising inflation numbers and increased expectations of higher interest 
rates heading into 2022. Despite these issues, we believe that our high-quality companies will 
remain resilient against any uncertainty going forward.  

 

 

 

 

 

On a macro level, the end of the quarter saw growing pressures as higher inflation numbers and 
supply chain issues in some industries continued to generate negative sentiment. The increased 
expectation of higher interest rate rises in 2022 further fuelled this negativity and stimulated some 
profit-taking amongst investors. Despite this, we remain confident in the outlook for the portfolio. 
We only invest in high-quality companies that are well insulated from the cost pressures which are 
increasingly prevalent in the current environment and are price leaders in their industry based on 
clearly differentiated products, strong brand franchises and a record of innovation. As a result, we 
believe the portfolio is well positioned to see out the turbulent times ahead and continue to 
generate above market returns.  

 

Top Five Contributors  

Alcon was the top contributor for the third quarter. 
Elsewhere in our health care holdings, Thermo Fisher 
was a strong contributor, while Salesforce, our most 
recent acquisition, also continued to perform 
strongly.  
 
Alcon’s Q2 results were a strong beat of market estimates, and they raised expectations for the rest 
of the year in response. Revenues of $2.09bn were up 69% in constant currency, 7% above the 
market consensus of $1.95bn, and most importantly 11% up versus Q2 2019 prior to the pandemic. 
These results were underpinned by growth across every division, most notably a 94% growth in 
surgical revenue as procedures began to recover. Elsewhere, Vision Care was up 8% vs. Q2 2019, 

Cumulative Annualised Cumulative Annualised Cumulative Annualised

Fund (USD) -5.3 +12.3 -0.4 +22.8 +49.3 +14.3 +60.4 +9.9 +101.7 +8.1

MSCI World -4.1 +13.4 +0.1 +29.4 +47.0 +13.7 +95.3 +14.3 +182.9 +12.2

5 Years Since Inception3 Years 
Sep-21 YTD 3Q21 1Yr.

Source: SS&C Technologies, Bloomberg, J Stern & Co. As at 30/09/21. Performance is that of the World Stars Global Equity Fund, 
A1 USD Share class, launched on 08 April 2019. Prior to launch date performance was that of the World Stars strategy, based on total 
return (with dividends reinvested) and net of 1% fees per annum, deducted quarterly in arrears. Past performance is not a reliable 
indicator of future results; the value of any investment can fall as well as rise; and returns may increase or decrease as a result of 
currency fluctuations. Inception of the strategy 01/10/12. 

Amphenol, 0.2%

Salesforce, 0.4%

Alphabet, 0.4%

Thermo Fisher, 0.5%

Alcon, 0.5%
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off the back of momentum from the new Precision1 Sphere and Toric lenses, Alcon’s entry into 
daily contact lenses. Following mixed Q1 results, these figures have reaffirmed our investment 
thesis for Alcon going forward.   
 
Thermo Fisher’s results were driven by a progressive normalization of commercial activity 
compared to a very weak Q2 2020. EPS of $5.60 were comfortably ahead of street expectations of 
$5.41, while organic revenue growth of 28% was well above the 24% forecast by the market. 
Despite declining Covid-19 revenues, the Life Sciences division grew 29%, while Specialty 
Diagnostics and Lab Products were also outstanding with 21% and 23% growth respectively. 
Thermo Fisher is investing $2.5-2.7bn in capex in 2021 to capture new growth opportunities and 
at its recent Investor Day raised its estimate of long-term revenue growth to 7-9% p.a. from 5-7%.   
 
Alphabet had another notable quarter following more exceptional results. Q2 revenues grew 62%, 
including 84% growth in YouTube and 68% in Search. YouTube now has 2bn monthly active users 
and 1bn hours of videos watched each day, while Alphabet also noted a Neilsen statistic saying 
70% of YouTube reach was delivered to an audience not reached by TV, highlighting the unique 
nature of their target market. There was broad-based growth in advertising revenues across retail, 
travel, financial services and entertainment, while operating margins rose to 31% and net cash 
increased to $136bn.  
  
Salesforce’s Q2 results underlined the strength of its competitive position in enterprise software as 
investment in digital transformation increases in the post-Covid world. Revenue growth of 23% 
was above consensus of 21%, while EPS of $1.48 was significantly ahead of the $0.92 anticipated. 
Growth was broad-based with cloud sales up 15%, services by 23% and marketing by 28%.  
Salesforce noted that Tableau was included in 9/10 of their largest deals with Mulesoft in 8/10, 
illustrating the contribution of both recent acquisitions to the company’s growth. FY revenue 
guidance was raised by $300m, and we expect Salesforce to continue to generate positive returns 
in a very positive demand environment.  
 
Amphenol delivered another good set of results in Q2. Revenues rose 22% organically year-on-year 
to $2.65bn, 6% above street estimates, driven by strength in Military, Industrial and Automotive. 
Automotive reported substantial organic growth of 117% year-on-year as the auto industry 
recovered, while Industrial growth of 28% was also highly encouraging as it accounts for over a 
quarter of Amphenol sales. No guidance was given beyond Q3 due to continued high levels of 
Covid-19 uncertainties, but we believe Amphenol remains well positioned to generate strong 
growth as the macroeconomic background improves.  
 
 

Portfolio Composition  

There was little change in the composition of the portfolio during the quarter, as we continued to 
remain steadfast in our approach of investing in high quality companies. Digital Transformation 
remained the largest weighting with 33% (34%) of the portfolio, led by two of the largest holdings 
Alphabet and Amazon. Elsewhere, the portfolio remains well balanced within the other three broad 
sector groupings, and we have seen increasingly positive performance across both Industrials and 
Healthcare during Q3.  

EU Sustainable Finance Disclosure Regulation 

We are delighted that under the EU’s SFDR, our World Stars Global Equity Fund is now classified 
as an ‘Article 8 Fund’, which means that ‘it promotes environmental and/or social characteristics’. 
These new regulations require investment managers to disclose how they integrate sustainability 
into their investment process and product governance. As a signatory to the UNPRI, a Tier 1 
signatory of the UK’s 2012 Stewardship Code and a Member of the SASB Alliance, we challenge 
the management of our investee companies to deliver sustainable outcomes, whilst maintaining 
our core investment objective of delivering capital growth over the long-term. 

Source: Bloomberg, SS&C Technologies, J. Stern & Co. As at 30/09/21. 
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Outlook 

While the expected tightening of monetary policy led to a rotation away from ‘long-duration’ assets 
towards the end of the quarter, performance this year remains robust at 12.3% in USD. Despite 
the macroeconomic concerns and short-term volatility, we believe our companies remain well 
positioned to take advantage of structural growth opportunities in the long term.  
 
Recent comments from leading policymakers have typically pointed to a modest further increase 
in the expected peak in inflation during Q4 2021-Q1 2022, but at the same time, clear indications 
of an expected decline of substance during 2022-23. For example, the Federal Reserve now expect 
core CPI to peak at 3.7% and to fall back to 2.3% in 2022. An increased consensus for the start of 
(QE) tapering in the US is also recognition of the underlying pace of economic recovery.  
 
We remain positive on the prospects of continued economic recovery, believe that higher inflation 
will be transitory, and confident in the ability of our portfolio to generate further significant returns 
in due course.  
 

Yours faithfully, 

      

Christopher Rossbach                                                                 Katerina Kosmopoulou, CFA 

  

Source: Bloomberg/SS&C Technologies. As at 30/09/21 
 

USA 47%

Europe 20%

Rest of World 17%

Asia 16%

Digital Transformation 33%

Consumer 23%

Healthcare & Life Sciences 23%

Industrials & Infrastructure 21%

USA 68%

Europe ex-UK 28%

UK 4%

Health Care 23%

Information Technology 20%

Communication Services 15%

Consumer Staples 13%

Industrials 11%

Consumer Discretionary 10%

Materials 6%

Real Estate 3%

J. Stern & Co. Allocation 

Geographic Exposure of Sales Geographic Exposure by Listing 

GICS Sector Allocation 
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Monthly Performance, % Total Return, USD 

Source: SS&C Technologies, Bloomberg, J Stern & Co. As at 30/09/21. Performance is that of the World Stars Global Equity Fund, A1 USD 
Share class, launched on 08 April 2019. Prior to launch date performance was that of the World Stars strategy, based on total return (with dividends 
reinvested) and net of 1% fees per annum, deducted quarterly in arrears. Past performance is not a reliable indicator of future results; the value of 
any investment can fall as well as rise; and returns may increase or decrease as a result of currency fluctuations.  

 
Fund Information 

Important Information 

J. Stern & Co. provides this commentary to current investors of the World Stars Global Equity Fund (“Fund”) only. The information provided 
should not be relied upon as a recommendation to purchase any security, shares in the Fund or other financial instrument, nor should it be 
considered as a form of investment advice or solicitation to conduct investment business.  

Data is sourced from SS&C, J. Stern & Co. and Bloomberg and no warranty of accuracy is given. The views expressed on the date of publication 
are those of J. Stern & Co. and/or the actual author(s) and are subject to change without notice.  

J. Stern & Co. includes J. Stern & Co. LLP, Star Fund Managers LLP and/or J. Stern & Co. (Switzerland) AG.  J. Stern & Co. LLP and Star 
Fund Managers LLP are both authorised and regulated by the Financial Conduct Authority, and where relevant, J. Stern & Co. LLP has 
approved it for distribution.  J. Stern & Co. (Switzerland) AG is a member of Polyreg and adheres to the PolyAsset Code of Conduct. 

More information on J. Stern & Co. can be found at www.jsternco.com/legal, including our privacy notice, other regulatory disclosures and 
registered office information. 

© J. Stern & Co. 

*Subject to discussions with J. Stern & Co., accumulation and distribution share classes can be made available in all currencies displayed 
above. The base currency of the Fund is USD. Minimum investment is stated in currency of share class. Target OCF is the Investment 
Manager’s target for the OCF for the USD share class. 

Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec YTD

MSCI 

World

Excess 

return

2012 - - - - - - - - - -1.8 +4.2 +0.4 +2.8 +2.0 +0.8

2013 +3.3 +5.4 +0.8 +1.4 -1.1 -2.8 +3.3 -2.9 +6.2 +4.2 +1.7 +1.9 +23.1 +27.3 -4.2

2014 -5.7 +6.5 -0.5 +1.8 +1.9 +1.9 -4.6 +2.6 -3.1 -0.8 +2.2 -2.8 -1.3 +5.5 -6.8

2015 -0.4 +5.3 -2.8 +2.8 +1.6 -4.2 +2.7 -7.8 -4.3 +10.0 +0.9 -1.3 +1.4 -0.3 +1.7

2016 -5.7 +0.4 +7.1 +1.2 +0.7 +1.8 +2.5 -0.4 +2.4 -3.7 -2.1 +1.5 +5.0 +8.1 -3.1

2017 +4.7 +3.1 +3.5 +3.4 +4.4 -1.6 +2.5 +0.4 +1.1 +4.4 +0.3 +1.8 +31.8 +23.0 +8.8

2018 +8.1 -3.3 -0.9 +0.3 +2.7 +0.5 +3.0 +0.4 +1.1 -9.3 -0.4 -6.5 -5.2 -8.2 +3.0

2019 +5.8 +1.9 +4.2 +3.2 -4.5 +6.1 +1.1 +0.4 -0.4 +2.5 +2.3 +3.1 +28.5 +28.4 +0.1

2020 +0.4 -6.9 -8.5 +10.8 +4.4 +1.9 +6.5 +5.6 -3.6 -2.5 +8.4 +3.4 +19.4 +16.5 +2.9

2021 -2.0 +0.9 +2.7 +7.0 +1.4 +2.3 +3.2 +2.0 -5.3 - - - +12.3 +13.4 -1.1


