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Devon Equity Management  

Global Opportunities Fund: Investment Letter – Q2 2022  

 

Performance  

The Fund Returned -21.8% in Q2. 

Inflation continued to dominate the narrative. Led by the Fed, the attitude of Global Central Banks shifted rapidly 

and decisively, with every ‘hot’ inflation or jobs print presaging larger rate hikes, delivered alongside ‘whatever it 

takes’ messaging in an effort to regain credibility and reassert hawkish credentials. 

Whilst nominal rates have repriced, the yield curve has flattened – indicative of the prevailing rock / hard place 

view of the current macro environment (either we get more inflation for longer, a recession, or both). Nothing on 

this menu looks especially appetising for risk assets, hence the poor year-to-date performance of equity markets.  

With headline valuation multiples dramatically re-priced, heightened concerns of an imminent recession have 

refocused attention to the resilience of Corporate Earnings into 2023. Whilst not immune to future weakness in 

the real economy, we believe our companies to be well positioned to whether any slowdown.  

Importantly, the combination of relative earnings resilience and a strong set of balance sheets should enable our 

companies to continue organic and inorganic investment through the next downcycle, which underpins our 

confidence in their excellent long-term growth prospects.  

Investment Letter  

 

Wuxi Biologics (2269 HK) 

The Fund established a position in Wuxi Biologics following a decline of more than 60% from the share price peak 

in June 2021.  

Wuxi Biologics has grown rapidly to become the second largest biologics CRDMO in the world (behind Lonza). 

Wuxi Bio is a true example of a Chinese company competing successfully on the global stage: building 

manufacturing and research capability in China, Ireland, Germany, USA, and Singapore.  

The company have attracted an impressive client roster of Big Pharma and Biotech who utilise a combination of 

Wuxi’s research, development, and manufacturing capabilities in biologics and vaccines.  

Wuxi have applied the Chinese work ethic and growth mentality to a typically slow-moving industry. Wuxi’s 

business model is distinctive in offering a complete end-to-end platform from discovery through to commercial 

production (traditionally companies have focused on one or possibly two of the research /development 

/manufacturing piece of the chain). For Biotech Companies, the appeal of this one stop shop is augmented by 

Wuxi’s ‘follow the molecule’ strategy, whereby they help fund a portion of the upfront research cost in return for a 

royalty in the event of commercial success. This is a unique offering vs a typical CRO / CDMO.  

For Big Pharma, much of the appeal comes from speed, reliability and to a lesser extent cost (Wuxi are cheaper 

than Western peers but quality is always the primary consideration). Many of Wuxi’s relationships with top tier 

global pharma companies originated from these companies acquiring or collaborating with existing Biotech 

clients of Wuxi (e.g. VIR / GSK; Momenta / JNJ). These acquisitions often act as a gateway for Wuxi to break into 
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Big Pharma – with Wuxi’s impressive execution of acquired projects leading to expanded collaboration and future 

project wins. This dynamic has resulted in Global Big Pharma growing to contribute nearly half of Wuxi’s business.  

With a backlog of over US$13bn and rapid international expansion plans (Singapore, Ireland, Germany) – we 

expect Wuxi to continue their impressive growth trajectory (60%/80% Revenue/Net Income CAGR since the 2017 

IPO).  

Valuation has been a challenge in the past, but in addition to the general multiple contraction of high growth 

stocks, the share price suffered from inclusion on the US ‘unverified list’ in February 2022. The market quickly saw 

the headline of ‘Chinese company / US government list’ and equated this announcement to Huawei / SMIC / 

ZTE’s inclusion on the more severe ‘entity list’ in the recent past. In reality the move has not impacted Wuxi’s 

operations or ability to source equipment and consumables from Western suppliers.  

Hitherto unknown, the ‘unverified list’ is considerably less restrictive (more procedural than strategic). The US 

Bureau of Industry conducts ‘end user checks’ on US products exported to foreign companies to ensure the 

products are used for the stated purpose (per the export licence). In this case – the Bureau want to ensure Wuxi 

are using Bioreactors and other tools / lab equipment for the stated purpose of manufacturing biologics. COVID 

restrictions in China have made on-site inspections impossible for two years, hence Wuxi’s addition to the list. We 

understand the site has undergone a recent inspection and expect Wuxi to be removed from the unverified list in 

the coming months.  

With excellent long-term prospects in an attractive industry, we believe Wuxi Biologics has the potential to 

become a Chinese success story on the Global stage.  

Regards, 

Charlie Southern  

19th July 2022  
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Global Opportunities Fund: Key Statistics  

 

Performance  

 

 2022 YTD 2021 1 Year 3 Year 5 Year Since Inception1 

Fund -33.0% 22.7% -28.0%   -5.8% 

Benchmark2 -19.3% 18.5% -14.8%   7.0% 

Relative  -13.7% +4.2% -13.2%   -12.8% 

 

Liquidity 

 

Market Cap  No. of Positions % of NAV ADV (NAV weighted) 

Small (< US$1bn) 0 0%  

Mid (< US$20bn) 6 11% US$72mn 

Large (> US$20bn) 18 73% US$376mn 

Mega (> US$200bn) 4 15% US$2,959mn 

Total 28 100%  

Weighted Average   US$80bn US$428mn 

Median  US$44bn US$264mn 

 

Geographic Allocation 

 

Top 10 Holdings  

 

Company Country % of NAV 

Cadence Design Systems US 9.6% 

Thermo Fisher Scientific US 8.3% 

Wuxi Biologics   China  6.4% 

IQVIA   US 6.2% 

S&P Global US 6.2% 

Eli Lilly  US 6.1% 

Synopsys   US  4.9% 

Moody’s  US 4.3% 

Techtronic Industries    Hong Kong  4.3% 

Adyen  Netherlands 3.7% 

 
1 NAV per share, Net of all fees and expenses: 4th November 2020 – 29th June 2022 (Source: JP Morgan) 
2 MSCI AC World Net Total Return in USD (NDDUWI Index) 
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DISCLAIMER 

 

This communication is intended for investment professionals and not for the benefit of retail investors. Market and exchange rate 

movements can cause the value of an investment to fall as well as rise, and you may get back less than originally invested. Any data or 

views given should not be construed as investment advice. Every effort is made to ensure the accuracy of the information, but no assurance 

or warranties are given. 

 

Devon Equity Funds RAIF - Global Opportunities invests in a small number of holdings and as such carries more risk than companies which 

invest across a larger number of holdings. It invests mainly in shares and it is likely to experience fluctuations in price which are larger than 

companies that invest only in bonds and/or cash. Devon does not engage in stock lending nor does it make use of derivatives in its 

investment strategies. 

 

This document contains information based on the MSCI AC World Index. Neither MSCI nor any other party involved in or related to 

compiling, computing, or creating the MSCI data makes any express or implied warranties or representations with respect to such data (or 

the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, 

completeness, merchantability or fitness for a particular purpose with respect to any of such data. Without limiting any of the foregoing, in 

no event shall MSCI, any of its affiliates or any third party involved in or related to compiling, computing, or creating the data have any 

liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility 

of such damages. No further distribution or dissemination of the MSCI data is permitted without MSCI´s express written consent.  

 

Past performance is no guide to the future. Company examples are for illustrative purposes only and are not a recommendation to buy or 

sell. Quoted yields are not guaranteed and may change in the future. Awards and ratings should not be taken as a recommendation. 

 

For your security we may record or randomly monitor telephone calls.  

 

Devon Equity Management Limited (‘Devon’), registered address: 123 Victoria Street, London, SW1E 6DE is authorised and regulated by the 

Financial Conduct Authority, whose address is 12 Endeavour Square, London E20 1JN. Devon’s registration number is FRN 841960. 

 


