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Ashley Gardyne, Chief Investment Officer

Markets serene on the surface, restless 
beneath  

It was the best quarter for global shares in six 
years - a headline calm enough to reassure 
anyone. But beneath the surface this was a 
narrow, restless market, carried by a handful 
of companies and themes and prone to violent 
swings. Relative performance improved for 
most of our Premium Funds in the quarter, 
with four of our five funds outperforming their 
market benchmarks.

A record quarter, supported by subsiding 
geopolitical and inflation fears
Global shares, measured by the MSCI All Country 
World Index, rose almost 15% over the quarter, their 
strongest three months since 2020. The catalyst 
was an easing in geopolitical tension. The quarter 
opened with a shaky US-Iran ceasefire and, after 
several flareups along the way, closed with a firmer 
memorandum of understanding between them. As 
the threat to global oil supply receded, the wartime 
premium drained out of energy prices. Brent crude 
fell almost 40% in the quarter, its sharpest decline 
since the pandemic and a welcome relief for the 
inflation outlook. Investors who had spent the 
previous quarter braced for the worst were able 
to exhale. 

Serene on the surface, turbulent beneath
Yet the calm of the headline market gain is a little 
misleading. Beneath the surface the market was 
more like the proverbial duck – calm above the 
water, paddling furiously beneath. The gap between 
the best and worst performing US shares was the 
widest on record, around one and a half times that 
of any previous quarter, much of that reflected by 

a small band of AI winners, largely semiconductor 
stocks, racing ahead while the rest of the market 
was left behind. Breadth was thin to match, with 
only a third of US shares beating the market over 
the quarter. A market that looked calm and broad 
from a distance was, up close, narrow and prone to 
violent swings.
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Quarterly dispersion in US stock returns (annualised %)

South Korea illustrates the dynamic at play 
in most markets 
Nowhere was this clearer than in South Korea, where 
two memory chip makers SK Hynix and Samsung 
account for 40% of the domestic share market 
index. South Korea was the best-performing major 
share market in the world during Q2, up almost 70% 
as these memory chip makers at the heart of the AI 
build out soared (with SK Hynix and Samsung up 
228% and 100% respectively).

Yet these record returns came with record volatility. 
The Korean market moved by more than five percent 
on thirteen separate days in the quarter, a churn 
amplified by a mania for leveraged funds that 
magnify every move. While the headline quarterly 
gain gave holders of Korean stocks something 
to cheer about, this came with some of the most 
violent trading on record. 

Changes at the US Federal Reserve 
Another shift during the quarter came from the 
US Federal Reserve. The more dovish leadership 
markets had expected did not materialise. Under 
new chair Kevin Warsh, the Fed struck a hawkish 
note at its first meeting, even pencilling in a possible 
rate rise for later this year. By quarter-end, though, 
with oil falling, rhetoric had softened a little, and 
Warsh was signalling that the immediate inflation 
scare may be fading. 

Even so, inflation has climbed to a three-year high 
and become more of a problem than it was before 
the Iran war, and that will take time to work back 
out of the system. The shift was not confined to 
America, either. Closer to home, the Reserve Bank 
of Australia and the RBNZ are facing the same setup. 
Investors have travelled a long way in six months, 
a market that began the year expecting rate cuts is 
now pricing rate rises before the year is out.

What it means for investors

So, the best quarterly performance in six years 
deserves an asterisk. It was a strong quarter, but one 
driven by a few dominant themes and punctuated by 
violent swings beneath the surface. The gains were 
real and, encouragingly, built on profits rather than 
pure speculation. But they were also narrow, and 
their sustainability reliant on those companies living 
up to some very high expectations. Set against a rate 
backdrop that has turned less friendly, the case for 
discipline over enthusiasm is a strong one.

This means being selective, owning good businesses 
at sensible prices rather than chasing whatever 
has climbed the fastest, and keeping portfolios 
positioned for the years ahead rather than the 
quarter just gone.

Premium Fund performance: a better 
quarter, but early days
Fund performance in the June quarter showed 
an improvement on recent quarters across most 
of our Premium Funds. As you will see in the 
Portfolio Manager commentaries, our New Zealand, 
Australian, Property & Infrastructure and Income 
strategies outperformed their market benchmarks 
in the quarter. The Premium International 
strategy lagged its benchmark, in part driven 
by the headwind from semiconductor stocks 
discussed above.

We should be careful not to overstate one quarter 
of improved performance in four of our funds. The 
quarter was nonetheless an encouraging step in the 
right direction, and we remain focused on ensuring 
the portfolio decisions we are making translate into 
stronger and more consistent outcomes over time.
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A welcome return to positive 
performance as geopolitical fears 
reduces 
Matt Peek, Portfolio Manager, Premium New Zealand Fund

Portfolio Performance

1 month 3 month 6 month 1 year  3 year 5 year 10 year

Fisher Funds Premium New Zealand Fund 2.08% 7.12% -4.05% -5.30% 3.54% -0.23% 8.28%

Benchmark 2.92% 5.58% 0.83% 8.82% 5.35% 2.26% 7.96%

Net returns			 

Benchmark: S&P/NZX 50 Gross with Imputation Index			 

Fund performance figures have been annualised where the performance period is more than one year

Market backdrop
New Zealand equities rebounded during the June 
2026 quarter, with the NZ Growth Fund return 
of +7.0% outperforming its benchmark which 
returned +5.6%.

After uncertainty around the closure of the Strait 
of Hormuz and conflict in the Middle East pushed 
the Brent Crude oil price to US$118 per barrel at 
31 March from just US$61 on 31 December, the 
quarter saw protracted 'negotiations' to resolve 
the situation which eased the price to US$73 at 30 
June. The US$118 price ended up being close to 
the peak, which provided a powerful backdrop for 
global share markets to rally during the quarter, as 
the situation is now less likely to result in markedly 
lower economic growth and higher inflation over the 
rest of 2026.

As I wrote last quarter, we know that sustained 
performance from our companies is what will 
underpin returns over time, through the quarterly 
'noise' from geopolitical events. So, it was 
welcome to see the focus return to our companies' 
performance with an easing in some of the 
pessimism reflected in share prices a quarter ago.

What companies drove performance during 
the quarter?
The larger positions that provided updates during 
the quarter generally delivered positive news.

Vista (+39% total shareholder return in the quarter) 
was the standout share price performer after 
announcing four separate contracts with major 
global cinema companies. Three of these were 
existing customers signing up for its new generation 
software. Notably, former customer Cinemex had 
attempted to switch from Vista to a lower cost 

provider, but has now returned to Vista's legacy 
solution, and will evaluate a future move to the next 
generation products. Overall, this provides strong 
validation for Vista's strategy and firms up the near-
term growth outlook (along with favourable box 
office performance and a weak New Zealand dollar).

Infratil (+34%) performed strongly again after 
announcing its CDC Data Centres business had 
signed a massive 555-megawatt contract with a US-
based hyperscaler customer, one of the largest ever 
data centre contracts in the region. This agreement 
accelerated CDC’s path to over 1 gigawatt of 
contracted capacity and underpinned new guidance 
for core operating earnings (‘EBITDAF’) in its 2028 
financial year to exceed A$1 billion. This reflects the 
strong customer demand environment and endorses 
CDC's position as the premier provider in Australia. 
It is further validation of CDC's strategy which has 
seen it build a large pipeline of campus-style data 
centres well suited to modern AI applications.

Mainfreight (+7%) released its recent financial year's 
result in line with expectations with profit before 
tax of $351 million, although the allowance for 
higher staff bonuses and some unexpected one-off 
costs meant the underlying quality of the result was 
stronger than expected. The company noted that 
despite higher fuel costs in recent months, it has 
seen April and May trading well ahead of last year in 
its key New Zealand and Australia businesses.

F&P Healthcare (+6%) delivered a strong result 
for its year ended March, with revenue increasing 
+14% and net profit rising +24%. Performance was 
led by the Hospital division, where revenue grew 
+15% in 'constant currency' terms, supported by 
solid consumables growth and particularly strong 
hardware demand, reflecting increasing use of its 
products as clinical practice evolves in line with the 
longer-term outlook.
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Improving prospects for a lower fuel price which 
may support better-than-feared economic activity 
saw a rebound in Freightways (+16%), Port of 
Tauranga (+14%), and Auckland Airport (+5%), whose 
businesses are all influenced by consumer demand 
and the fuel price

Which companies share prices have 
lagged and why?
a2 Milk (-21%) shares were down as the company 
indicated it is experiencing some stock-outs in 
China as a result of increased regulatory testing 
requirements and a production backlog, resulting 
in lower sales. It is also incurring increased costs 
from air-freighting product into market to meet 
customer needs. The company also announced 
a small voluntary recall of a small number of US 
a2 Platinum infant formula due to the presence 
of cereulide, a vomiting-inducing toxin that has 
been found in several infant formula brands lately 
linked to a global oil ingredient supplier. There 
has been no contamination of its products sold 
into the China market. On a more positive note, a2 
Milk announced it has received approval from the 
State Administration for Market Regulation (SAMR) 
to transition the two China infant formula product 
registrations associated with its Pokeno facility to a2 
branded products. With this key step in its supply 
chain transformation, it also declared a $300 million 
special dividend which will see around 41¢ per share 
paid to shareholders in July.

EBOS (-6%) provided an update indicating that 
higher fuel and packaging costs are likely to reduce 
its core operating earnings ('EBITDA') for its financial 
year ending June 2026 to $610-620 million (from 
$615-635 million). The company also hosted an 
investor day which outlined its confidence in 
earnings growing at mid-single-digit rates moving 
forwards and a return to its target for 15% returns 
on capital invested over time, both in line with 
expectations.

Summerset (-2%) hosted an Investor Day in Australia, 
showcasing its Cranbourne North village which 
officially opened its main building (its first in 
Australia) the day prior, as well as providing a tour 
of two other villages in development. Sales have 
continued to be robust; however, the company's 
share price continues to fluctuate based on 
sentiment towards the New Zealand housing market. 
This is despite the fact that the company has been 
able to develop and sell villages profitably and 
modestly raise unit prices despite the challenging 
market backdrop of recent years.

Vulcan Steel (-1%) continues to experience a 
prolonged down cycle in construction and 
manufacturing activity, with limited signs activity is 
yet to improve and the hit to confidence from the 
Middle East situation unlikely to help a recovery in 
sales volumes in the near term.

Delegat (+1%) increased its full-year operating net 
profit guidance for its financial year to June from 
$50-55 million to $60-62 million. The company 
confirmed after a strong quarter it is on track to 
achieve global case sales of 3.3 million cases, plus 
has benefited from lower tariff levels from February 
and the weak New Zealand dollar. Consumers 
continue to moderate their wine consumption, 
however the trend towards premiumisation and 
New Zealand wines in the US means the company's 
Oyster Bay brand is well placed to continue to grow. 

Are our software businesses still being seen 
as 'AI losers'?
Generally, there is a still lingering concern regarding 
how software businesses will fare as AI tools 
continue to mature. However, the picture is now 
more nuanced versus the broad-based selloff in the 
March quarter where most companies' share prices 
were down meaningfully in unison. This suggests 
evidence the companies' moats are holding up in 
an 'AI world' and earnings performance may start to 
drive share prices again. Valuations remain at low 
levels versus history and earnings outlook, which 
means there is meaningful upside as companies can 
demonstrate their businesses will be enduring.

We have already discussed how Vista has recently 
signed numerous contracts with customers willing 
to sign up for its next generation software, which 
tells us the product is better than alternatives or the 
prospect of moving to a self-built solution.

Xero (-4%) continues to execute in line with 
expectations, and towards its medium-term goals, 
which are unchanged despite the significant drop 
in its share price over the last year. Organic revenue 
growth continues to be around 20%, balancing new 
subscribers and increases to revenue per customer 
from both price increases and improvements in 
mix. The company is making increased traction in 
the lucrative US market and is increasing brand 
spend in that market to reach more customers, 
given the core product improvements it has made 
over time including recent integration with its Melio 
acquisition in relation to payments.

Serko (-12%) reported its result for the year to March 
2026. The disappointing share price performance 
reflects its guidance for the new financial year will 
see the impact of current growth initiatives only 
towards the end of the year, meaning slightly lower 
growth than anticipated.
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Strong performance from a diverse 
spread of portfolio positions 
underpinned a solid Q2
Robbie Urquhart, Senior Portfolio Manager, Premium Australian Fund

Portfolio Performance

1 month 3 month 6 month 1 year  3 year 5 year 10 year

Fisher Funds Premium Australian Fund 1.35% 5.62% -11.05% -16.35% 0.24% 0.99% 7.27%

Benchmark 0.99% 4.21% 3.38% 9.21% 11.91% 8.79% 10.23%

Net returns

Benchmark: ASX 200 Accumulation Index 70% hedged into NZD.

Fund performance figures have been annualised where the performance period is more than one year			 

Market backdrop
Pleasingly, Q2 saw the Australian Premium Fund 
return +5.62%, ahead of the benchmark index which 
rose +4.21%.

Q2 proved to be another volatile period for the 
Australian share market with global macro themes 
intersecting with company-specific events to drive 
a wide dispersion of returns across the Australian 
share market.  

The Energy sector (-17%) was the worst performing 
sector as the subsidence of conflict in Iran resulted 
in a sharp retracement in oil and energy prices. 
The Healthcare sector (-6%) also lagged the market 
driven in part by negative investor sentiment to 
healthcare and in part by some poor investment 
updates from the likes of CSL and Cochlear 
(see below). 

Information Technology (+17%) performed well, 
however the dispersion of returns within the 
sector was high. Strong demand for investment in 
Artificial Intelligence (“AI”) related infrastructure 
underpinned the returns for the likes of Megaport 
(+208%) and data centre operator NEXTDC (+31%). 
However, continuing fears about how AI will impact 
‘traditional’ software businesses weighed on the 
share prices of WiseTech (-13%) and Xero (-4%).

Overall, strong share price returns from a number of 
our portfolio companies in different sectors helped 
deliver the solid portfolio performance in the period.

A diverse range of portfolio positions 
delivered strong returns in Q2  
 Our best performing positions in Q2 spanned the 
outdoor advertising, building materials, data centre, 

electrical contracting, and diversified financial 
services industries. 

Outdoor advertising company oOH!Media (+53%) 
received 3 non-binding takeover offers from 
different private equity investors during Q2. 
All three suitors are currently undertaking due 
diligence on the company, and final bids are due in 
Q3.  The bidders have opportunistically pounced 
during a cyclically weak period in the advertising 
cycle. Similar to our rationale for owning shares 
in oOH!Media, these suitors like the structural 
growth tailwinds underpinning spending growth 
in outdoor advertising. They seem to be prepared 
to take a longer-term view on oOH!Media’s 
earnings prospects than the short-term focused 
public market.

Insurance broker AUB Group (+18%) also benefitted 
from takeover activity. AUB’s Australian competitor 
Steadfast received a takeover offer from a suitor 
opportunistically taking advantage of the market’s 
fear about how AI may disrupt the insurance broking 
industry. As with oOH!Media’s takeover situation, the 
investor is prepared to take a longer-term view than 
the public market in assessing Steadfast’s earnings 
power and hence valuation of the company.  AUB’s 
share price was buoyed by the takeover price 
(valuation multiple) offered for Steadfast coupled 
with the ‘scarcity’ factor. In other words, should 
Steadfast be acquired this would leave AUB as 
the only listed insurance broker in the ASX200 
and hence is more attractive to investors seeking 
insurance broking exposure in their portfolios. 

US-focused building products company James 
Hardie (+46%) benefitted from the improving 
prospects for a rebound in US housing construction. 
This enthusiasm is predicated on continued robust 
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economic activity in the US coupled with the hope 
that interest rates may stabilise or indeed fall. 
Interest rates in the US have been relatively stable 
recently, possibly helped by falling energy prices 
(which had been an inflationary headwind).

Strong demand for AI infrastructure benefitted 
NEXTDC (+31%) and industrial business Maas 
Group (+23%). In Q2, NEXTDC announced its 
biggest contract wins in the company’s history. It 
successfully raised close to $3bn in funding to build 
out data centres underpinning these contracts.  
NEXTDC’s earnings prospects have never looked 
brighter.  Maas Group is benefiting from its electrical 
division that has won a large contract supplying 
the electrical equipment required to power data 
centres. The market expects Maas to sign more of 
these contracts in the near future.

Several of our financial investments including 
Macquarie (+26%), Pinnacle (+21%), Credit Corp 
(+21%) and insurance broker AUB (see commentary 
above) all performed well.  Macquarie delivered 
strong financial results in the period which 
highlighted strong earnings growth across its global 
divisions and has led to investors upgrading their 
future earnings growth expectations. Credit Corp 
likewise provided a positive trading update with 
strong earnings growth evident across its debt 
collection and consumer lending divisions. Pinnacle, 
which provides investment management services 
and business support to fund managers, benefitted 
from the growth delivered by its underlying 
managers.  

Q2 was a mixed period for the major banks 
and diversified miners
Dominated by the four major banks and the 
diversified miners, the financials and materials 
sectors are the largest constituents of the Australian 
share market index (ASX200). As such, the share 
price performance of the banks and miners often 
dictates the ASX200 index return. In Q2, these 
groups of companies performed quite differently. 

The banks (ANZ (+1%), CBA (-2%), NAB (-7%) and 
Westpac (-9%)) share prices lagged the ASX200 
in Q2. The Australian government’s budget and 
affiliated tax changes are expected to weigh on 
lending growth (and hence earnings growth). Also, 
the effects of the Iran war have begun seeping 
into business confidence and so business lending 
is expected to weaken as well.  The banks retain 
strong balance sheets and are well run, so they 
are well positioned to weather a softer economic 
environment. However, after a few years of strong 
share price performance, this change in economic 
direction was enough to see some softness in their 
share prices.

We have exposure to the banks in our portfolio, 
but smaller than their ASX200 index weight and 
as such this benefitted our returns relative to the 
ASX200 in Q2.  

In contrast, diversified miners BHP (+18%) and 
Rio Tinto (+7%) which are meaningful positions 
in our portfolio, performed well in Q2. In part 
they benefitted from being a derivative of the AI 
infrastructure demand thematic in that copper – 
a key commodity for both companies – is a key 
input in data centres and the affiliated increase in 
electrification infrastructure. BHP and Rio Tinto also 
benefitted from solid quarterly production updates 
from both companies. They have also been helped 
by production disruption at competitors’ mines 
and rising costs of production across the mining 
industry because of, for example, energy prices 
going higher. This has seen the prices of global 
commodities more generally remaining elevated in 
this environment.

Tough Q2 for Brambles and Healthcare 
(albeit with glimmers of improvement) 
Healthcare companies Cochlear (-28%) and CSL 
(-18%) and Chep pallets owner Brambles (-14%) 
delivered profit downgrades in Q2.

Cochlear’s downgrade related to surgeries being 
cancelled in their Middle East markets and was 
impacted by changes in healthcare reimbursement 
in the US market. The company also rushed to 
launch a new cochlear implant into the market 
which has given them some teething issues. We’ve 
done a lot of digging into these dynamics including 
spending time meeting specialists in the US. We 
think the majority of these headwinds will prove to 
be temporary. Cochlear seem close to resolving 
the teething issues with its new product, and within 
a few months we should see an improvement in 
sales outcomes.

CSL’s downgrade in part relates to cyclical factors 
in the US which we became aware of in late April, 
and this led to us cutting our positioning then, albeit 
with the benefit of hindsight, by not enough. CSL is 
notably cheap and has a good core franchise. We 
saw CSL’s share price rebound in June - which was 
pleasing - as the market became more comfortable 
that the worst might be behind the company.  
That said, investors are still looking for sustained 
evidence of improved operating performance from 
management.

In Brambles’ case the key catalyst for its earnings 
downgrade was the emergence of unexpected 
constraints in the contractors that it uses in the 
US to repair damaged pallets. This occurred while 
Brambles experienced a surge in demand for pallets 
as its large beverage customers (think ‘Heineken’ 
or ‘Budweiser’) stocked up ahead of the football 
world cup. The combination of these things led to 
Brambles spending more to meet its customers’ 
requirements and this impacted its profitability.  
Although its share price fell sharply, we think the 
market has overreacted to what is a readily fixable 
short-term problem.  We think Brambles is an 
attractively priced high-quality company and used 
this opportunity to add to our position.
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in internal AI spend; Apple increasing prices for 
the iPhone by around $100; and Meta looking to 
monetise excess compute capacity through a new 
cloud business.

We believe the underlying fundamentals across 
our portfolio holdings remained sound. Many of 
our portfolio companies delivered solid operational 
updates during the quarter - a picture partly 
obscured by the market's singular focus on near-
term AI momentum.

Portfolio Commentary for the quarter
Our semiconductor holdings were among the 
portfolio's strongest contributors (ASML +53%, 
TSMC +38%, Nvidia +15%), lagging the more 
speculative, cyclical parts of the market, but 
performed well in absolute terms.

Keyence (+45%), the global leader in industrial 
automation and inspection equipment was added 
to the portfolio in February. It performed strongly 
as investors gained confidence in a recovery 
across key end markets, particularly electronics 
and automotive; while progress on shareholder 
disclosure and buybacks was well received. 

ICON (+57%) rebounded after its accounting review 
proved better than feared, with minimal restatement 
to 2023–24 financials and no impact on customers, 
operations or cash flow. More importantly, execution 
under the new CEO has improved, with accelerating 
new bookings supported by recovering biotech 
funding, pharma R&D spend and market share 
gains, reinforcing our view that ICON’s leading 
clinical research franchise remains intact. The 
recovery (stock price up 160% from February lows) 
is a reminder of how quickly quality companies can 
re-rate when fundamentals turn and sentiment has 
become too negative.

Sam Dickie, Senior Portfolio Manager, Premium International Growth Fund

Market Commentary
The U.S. stock market recorded its best quarter 
since 2020, with the S&P 500 up 15% and the 
Nasdaq surging 22%, driven by a narrow set 
of AI and semiconductor stocks. Fewer than 
30% of companies outperformed the index, the 
lowest breadth on record, including at the peak 
of the dotcom boom. High-quality companies 
underperformed lower-quality, cyclical peers by 
16% in the quarter and over 70% in the past twelve 
months, leaving relative valuations at their lowest 
since 2000. We believe this creates a compelling 
entry point for long-term investors with a focus on 
quality growth companies.

Our underweight to semiconductors was a 
headwind as the iShares Semiconductor ETF 
delivered its strongest quarter ever, up 95%. We 
remain constructive on the structural AI buildout, 
but our exposure is deliberately concentrated in 
businesses with durable economics: enablers such 
as ASML, TSMC and Nvidia, and platforms such as 
Amazon, Alphabet, Meta and Tencent. These have 
lagged the more speculative parts of the market, but 
in our view offer a significantly better risk-adjusted 
way to participate in AI over the long term. 

Memory stocks illustrate the distinction. AI-driven 
demand has lifted prices and profit margins, with 
stock prices of memory makers up over 200% this 
quarter. But memory is historically cyclical and 
commoditised: around two-thirds of Micron's profit 
still comes from legacy PC and mobile memory 
segments. The market expects ~$80bn of profit in 
2026, rising to ~$120bn annually for the following 
five years, against a total of $70bn generated across 
the company's entire 47-year history. We believe 
that level of profitability will prove difficult to sustain 
as supply responds and customers become more 
price sensitive. We have already seen signs of this 
narrative shifting: with large businesses reining 

Narrow Market, Wide Opportunity: 
Positioning for a Quality Reversion 

Portfolio Performance

1 month 3 month 6 month 1 year  3 year 5 year 10 year

Fisher Funds Premium International Fund -1.41% 1.78% -10.81% -7.71% 4.09% -0.98% 9.18%

Benchmark 1.95% 14.76% 11.55% 27.85% 21.24% 13.57% 13.49%

Net returns

Benchmark: S&P Global LargeMidCap Index (50% hedged into NZD).

Fund performance figures have been annualised where the performance period is more than one year			 
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Zoetis (-39%), the leading global animal health 
company, disappointed as weaker consumer 
spending reduced vet visits, while competition in 
key products and a temporary pipeline lull added 
pressure. The company now faces two new entrants 
in the billion-dollar dermatology market it created, 
with discounting and promotions proving deeper 
and more prolonged than expected. While Zoetis 
has several potential blockbuster drugs in its 
pipeline, the product launches are not expected 
until late 2027; and with no immediate signs of 
improving pet-owner spending, we are holding 
Zoetis at a below average position size.

Medical device holdings lagged, driven by rotation 
into higher-momentum areas and investor concerns 
around normalising procedure volumes and hospital 
capital budgets. Conditions on the ground tell a 
different story. Procedure volumes remain resilient: 
Intuitive Surgical (-13%) delivered 17% procedure 
growth; Edwards (+13%) is seeing accelerating 
revenue growth for its core minimally invasive heart 
valves; and Dexcom (+8%) continues to penetrate 
an early-innings Type 2 diabetes market. Boston 
Scientific (-32%) is navigating a more challenging 
period following several years of strong growth and 
market share gains. New entrants have eroded its 
first-mover advantage in pulse-field ablation even 
as the overall category expands, and Watchman 
growth has slowed due to operating theatre 
capacity constraints and mixed clinical data. Boston 
has a steady pipeline of new minimally invasive 
medical devices which will continue to take share 
from traditional surgical approaches. We remain 
positive on the long-term thesis, but the near-
term headwinds are real, and we are watching 
execution closely.

We have been reducing overall healthcare exposure 
over the past twelve months, concentrating our 
remaining positions in our highest-conviction 
names with dominant positions in end markets 
where demand for innovative medical treatments 
continues to grow. 

A common thread across several detractors this 
quarter is the investment cycle. The market is 
indiscriminately penalising companies spending 
today to grow tomorrow, including Meta (-1%); 
Tencent (-10%), Netflix (-26%), Intuitive Surgical 
(-14%), Mercado Libre (-2%), and Uber (0%). Tencent 
is deploying AI across its dominant Weixin and 
gaming ecosystem, with early revenue uplift already 
visible in advertising revenues. MercadoLibre 
is expanding logistics and credit to deepen its 
customer proposition, with clear evidence these 
initiatives are paying off. Intuitive Surgical is 
lowering the lifetime cost of its robotic instruments, 
improving customer ROI, and raising the bar for 
competitors.

We believe these investments will strengthen 
competitive positions and support medium-term 
earnings growth. Early signals are encouraging: 

Tencent rose 10% in two days following the launch 
of AI Agents within Weixin; Meta gained 9% on 
reports of the new cloud business. We expect share 
price performance to follow fundamentals as the 
return on this spend becomes more apparent.

Portfolio activity
Our focus remains on investing in high-quality 
businesses where share prices have disconnected 
from long-term fundamentals - whether facing 
near-term revenue headwinds, as with Boston 
Scientific, or investing ahead of growth, as with 
Tencent and MercadoLibre. In our view, recent 
underperformance has created attractive valuation 
opportunities across several holdings.

These are unusual times. AI is driving a narrow 
group of stocks to unprecedented valuations, 
while the broader market navigates uncertainty 
around capital investment cycles and disruption 
risk. Against this backdrop, we have modestly 
increased diversification, initiating small positions 
in several high-quality names, including JPMorgan 
and Progressive, the leading US bank and personal 
lines insurer respectively, that offer increased 
resilience and sector diversification to the portfolio.  
We have also added selected consumer, media 
and industrials names to the portfolio like Chipotle, 
Universal Music Group and Schneider Electric. 

This gives sufficient concentration in our 
high conviction names but also offers more 
diversification and should reduce the volatility of 
relative portfolio returns.
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new guidance for 2028 EBITDAF to exceed A$1 
billion. Market enthusiasm was further bolstered 
by Anthropic’s expansion into Australia and 
broad-based AI infrastructure demand, which led 
management to increase 2027 capital expenditure 
forecasts to support a 2.9GW development 
pipeline. Beyond data centres, Infratil’s 2026 results 
highlighted a meaningful earnings uplift at Longroad 
Energy, which is now pursuing its own 4GW data 
centre co-location strategy. Infratil also sold $495 
million of shares in Contact Energy to help fund 
growth in other parts of its portfolio. We remain 
confident in the investment outlook for Infratil, in 
particular CDC.

We rotated airport exposure from Mexico to 
Europe as risk and valuation diverged
We own stakes in three Mexican airport groups: 
Grupo Aeroportuario del Sureste (-7%), Grupo 
Aeroportuario del Centro Norte (+1%) and Grupo 
Aeroportuario del Pacífico (+3%).

We collectively reduced our Mexican airport 
holdings by -3% during the quarter, taking the 
aggregate position towards benchmark weight. 
We have developed concerns with the sector: 
decelerating traffic and a soft domestic economy. 
Yet the most material potential development is the 
proposed merger between Viva Aerobus and Volaris, 
two large ultra-low-cost airlines with dominant 
market share. History suggests airline mergers lead 
to lower capacity and passenger volumes, which 
would impact earnings for our airport holdings.

We redeployed selectively into AENA (+8%) and 
Groupe ADP (+13%) to take advantage of attractive 

Michael Bacon, Senior Investment Analyst, Premium Property  
& Infrastructure Fund

Market Commentary
Global equities (+14%) delivered their strongest 
quarterly performance since 2020 as easing 
geopolitical tensions, renewed AI enthusiasm and 
strong earnings revisions combined to drive a 
powerful risk-on environment. Equity returns were 
supported by improving earnings expectations 
rather than multiple expansion, highlighting that 
fundamentals rather than speculation have been the 
primary driver of market strength.

Property and Infrastructure benchmark returns 
were more modest, as can be expected in such 
risk-on environments. S&P Global Infrastructure 
Index returned +2%, New Zealand Property +5% 
and Australian Property +14%. It's worth noting that 
property was bouncing back from a poor March 
quarter: -9% in New Zealand and -17% in Australia. 
Expectations remain for Central Banks to raise 
interest rates but easing tensions in the Middle East 
are moderating inflation fears. Within infrastructure, 
our port (+15%) and railroad (+11%) investments fared 
among the best, while Mexico Airports (-1%) and 
towers (-5%) performed the worst.

Portfolio Commentary

CDC Datacentres signed a huge datacentre 
contract, with hopes of more to come
Infratil (+34%) shares rose strongly in the June 
quarter as its data centre subsidiary, CDC, secured 
a landmark 555 MW contract with a major U.S. 
hyperscaler. This agreement, the largest in 
Australian history, accelerated CDC’s path to over 
1 GW of contracted capacity and underpinned 

Data centre contracting at Infratil's 
CDC led the way in an otherwise volatile 
quarter

Portfolio Performance

1 month 3 month 6 month 1 year  3 year 5 year 10 year

Fisher Funds Premium Property & 
Infrastructure Fund

1.44% 5.19% 6.44% 8.38% 8.41% 5.41% 9.21%

Benchmark 3.08% 4.12% 5.10% 13.31% 13.46% 9.36% 8.08%

Net returns

Benchmark: 65% S&P Global Infrastructure Index (70% hedged to NZD), 15% S&P/ASX200 A-REIT Index (70% hedged to NZD) and 20% S&P/NZX All Real Estate Index.

Fund performance figures have been annualised where the performance period is more than one year			 
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valuations and more resilient earnings outlooks. We 
exited our position in Zurich Airport (+4%) in June. 
This position has steadily reduced over the past few 
years, as the outlook for core airport earnings in 
Zurich has flatlined (in part due to a 10% regulated 
price cut) and growth is increasingly coming from a 
newly built secondary airport at Noida, near Delhi, 
India. With stretched valuation and modest earnings 
growth, we decided to redeploy capital elsewhere.

We have been reallocating utilities from 
New Zealand to Europe, attracted by 
better returns
We exited three New Zealand ‘Gentailers’ in June: 
Meridian Energy (+5%), Mercury (+11%) and Contact 
Energy (+1%). The investment thesis is predicated 
on stable, bond-like earnings. Yet we consider 
demand opportunities to be unexciting relative to 
global utilities and see better earnings growth and 
returns offshore.

We have added two new UK grid businesses to 
the portfolio in June: National Grid (+1%) and SSE 
(-6%). These businesses provide transmission 
and distribution infrastructure (the highways of 
the power grid, rather than local roads), primarily 
in the UK. Grid investment levels will increase 
significantly in the coming decades, to support the 
energy transition, transport power from Northern 
supply centres to Southern demand centres, enable 
electrification and support demand growth. SSE 
is also a meaningful operator in offshore wind 
generation, enjoying long-term, contracted cash 
flows. Despite the double-digit earnings growth 
on offer, the stocks trade on cheap multiples of 
earnings relative to other utilities such as European 
peer Iberdrola, the Gentailers and most American 
utilities. We attribute this to political risk perceptions 
in the UK due to Prime Minister Keir Starmer’s 
resignation. Despite this, we see strong regulatory 
support and bipartisan political support for grid 
investment in the UK, which should lower power bills 
over time and is privately funded.

We added more high-quality midstream 
companies to the portfolio
We added Williams Companies (+3%) and Targa 
Resources (+7%) to the portfolio during May. 
Midstream stocks have had a strong run in 2026 
(+23% year to date), in part supported by elevated 
commodity prices due to the Iran War. Yet wider 
fundamentals are also strong – AI data centres 
are leading to increases in demand for gas-fired 
power, which many midstream companies support. 
The ratio of gas to oil output from the Permian 
basin is driving “supply-push” increases in output, 
benefitting processors and exporters of Natural 
Gas Liquids (NGLs) such as Targa. We took the 
opportunity to increase the quality of our midstream 
holdings, largely funded from existing holdings 
Kinder Morgan (-4%) and Enterprise Products (-1%).

Williams owns Transco — the largest long-haul gas 
pipeline in the US and the critical artery for east 
coast power and LNG demand. Williams is also a 
leader in “behind the meter” power generation, 
providing onsite gas-fired power generation that 
avoids lengthy wait times to connect to the power 
grid (5 or more years). 

Targa Resources provides a dedicated “wellhead 
to water” model, with dedicated acreage at natural 
gas collection points underpinning long-term 
volume security. They can then transport and 
process natural gas into various products such as 
butane and LPG, and they also possess the export 
docks to support export to developing markets. 
Targa’s integrated model provides high reliability 
for customers, and most of Targa’s business is 
unregulated, supporting sector-leading return 
on capital. 

The market is pricing in a threat from 
Starlink to tower stocks beyond Starlink’s 
capabilities
Tower stocks had a difficult quarter, with American 
Tower (-3%) and Crown Castle (-6%). The move 
was driven almost entirely by sentiment regarding 
potential impact on long-term earnings. This 
contrasts with management teams reiterating 
confidence in growth and leasing activity at several 
conferences recently. The catalyst was SpaceX's 
IPO, which reignited investor concerns about 
satellite broadband (i.e. Starlink) displacing ground-
based infrastructure. Bernstein analysis suggests 
satellite could capture 5–10% of the U.S. broadband 
market over time, but this market share is more likely 
to come from copper and cable than from fixed 
wireless (which is served from towers). Reaching the 
higher end of that range would require Starlink to 
cut prices in half and execute well beyond its natural 
rural catchment area — a high bar. 

While a slower pace of fixed wireless deployment 
is a risk we will monitor for towers, we believe the 
market is currently pricing in more disruption than 
the technology can support today. We do not see 
Starlink as a threat to traditional mobile voice calls 
and data, due to capacity and spectrum limitations. 
If Starlink wanted to offer such services, it would 
likely partner with existing telcos – a boost for tower 
leasing. We sold shares in American Tower in May 
as part-funding for Williams Companies and Targa 
Resources.
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Discipline through disruption as 
volatility creates selective credit 
opportunities
Quin Casey, Senior Portfolio Manager, Premium Income Fund

Portfolio Performance

1 month 3 month 6 month 1 year  3 year 5 year 10 year

Fisher Funds Premium Income Fund 0.72% 1.66% 1.63% 4.19% 6.78% 3.42% 3.27%

Benchmark 0.66% 1.30% 1.22% 3.35% 5.17% 2.83% 2.38%

Net returns

Benchmark: S&P/NZX 2 Year Swap Total Return Index.

Fund performance figures have been annualised where the performance period is more than one year			 

Market Commentary

Looking Beyond the Headlines
Geopolitical tensions following the US-Iran 
conflict unsettled global financial markets during 
the quarter, reminding investors that periods of 
uncertainty can emerge with little warning. While 
the shock temporarily weighed on confidence, 
market conditions have since stabilised, which 
should support global economic activity. For New 
Zealand, lower interest rates and easing inflation 
pressures should support growth over the medium 
term, although we expect the recovery to be gradual 
and uneven. Against this backdrop, maintaining 
a disciplined investment process remains critical, 
with the fund continuing to focus on high-quality 
corporate bonds issued by companies with resilient 
business models and strong balance sheets. 

A solid quarter  
The Premium Income Fund returned +1.66% over the 
quarter, exceeding the benchmark return of +1.30%.

After the shock
The US-Iran conflict serves as a reminder that 
geopolitical events can unsettle markets with little 
warning. While energy prices surged during the 
early stages of the conflict and investor sentiment 
weakened, financial markets quickly regained 
confidence as fears of a prolonged disruption 
eased following the US-Iran memorandum of 
understanding (MoU). 

For investors, the episode reinforces an important 
point: short-term shocks can influence market 
sentiment, but they do not necessarily change the 
underlying economic trajectory.

Looking ahead, the New Zealand economy appears 
to be gradually emerging from a prolonged period 
of subdued activity. Mortgage rates and business 
borrowing costs have fallen over the past few years, 
which is providing support for household spending 
and business confidence. While high prices remain 
a challenge for many families, the recent fall in fuel 
prices following the MoU should bring some relief to 
pressure on household cash flow. 

If the US-Iran MoU holds, these conditions provide 
a foundation for growth to strengthen over time. 
Nevertheless, the domestic recovery is unlikely to be 
rapid. As noted above, households continue to face 
cost-of-living pressures, unemployment remains 
above recent lows, and businesses are still operating 
in a cautious environment, with the 2026 general 
election also coming into focus. So, while activity 
should improve, the upswing is likely to be a slow 
and uneven expansion rather than a sharp rebound.

Stick to your knitting 
Volatile markets due to unexpected events 
reinforce the importance of maintaining a 
disciplined investment process. Attempting to 
predict geopolitical developments or trade around 
headlines is rarely a sensible strategy.

Instead, our focus remains on identifying corporate 
bonds issued by companies with resilient business 
models, predictable cash flows and strong balance 
sheets. These characteristics help businesses 
withstand periods of economic uncertainty while 
continuing to meet their financial obligations to 
bondholders.

Market volatility can also create opportunities. 
When uncertainty causes credit spreads to 
widen indiscriminately, attractive investments 
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can emerge in fundamentally strong issuers. By 
combining rigorous credit analysis with a long-
term perspective, we seek to enhance portfolio 
income while remaining focused on preserving 
investors' capital. 

Although uncertainty is an inevitable feature of 
investing, maintaining a consistent process has 
historically delivered better outcomes than reacting 
to short-term market movements.

Barclays Bank – a well-capitalised 
national champion 
Barclays is one of the UK's national champion banks 
with diversified earnings across retail, corporate 
and investment banking. Capital ratios remain 
comfortably above regulatory requirements, asset 
quality has proven resilient and profitability has been 
supported by effective cost control. Given these 
underlying fundamentals, we initiated a position in 
Barclays' bonds after spreads reached levels that we 
believe adequately compensated investors for the 
underlying credit risk.

CDC Data Centres – investing in critical AI 
infrastructure  
CDC is a leading owner and operator of hyperscale 
data centres across Australia and New Zealand. 
Structural demand continues to strengthen as cloud 
computing and artificial intelligence drive significant 
investment in digital infrastructure. The group’s 
business model is backed by long-term customer 
contracts, and its high occupancy provides 
predictable cash flows. We believe the company's 
strategic assets, disciplined expansion and resilient 
business model support an attractive credit profile 
- despite elevated capital expenditure in the near 
term. As such, we invested into the company’s 
inaugural investment-grade Australian dollar floating 
rate bonds which will have an initial interest rate 
of 6.874%. 

Gartner Inc – exit on AI uncertainty 
Gartner has historically benefited from a strong 
subscription-based research model and high 
customer retention. However, rapid advances 
in artificial intelligence have increased the risk 
that customers can access comparable insights 
more efficiently and at lower cost. While Gartner 
continues to execute well operationally, we 
believe the competitive landscape is evolving 
faster than previously anticipated. Given this 
increasing business model uncertainty and relatively 
compressed credit spreads, we exited the position 
and will redeploy the funds into opportunities 
offering stronger long-term risk-adjusted value.
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Sam Dickie, Senior Portfolio Manager | Mark Brighouse, Chief Investment  
Strategist | Robbie Urquhart, Senior Portfolio Manager,  
Premium Diversified International Equity Fund

A diversified approach in an AI-driven 
market

Portfolio Performance

1 month 3 month 6 month 1 year  3 year 5 year 10 year

Fisher Funds Premium Diversified Int 
Equity Fund

1.50% 9.51%

Benchmark 1.95% 14.76%

Net returns

Benchmark: S&P Global LargeMidCap Index (50% hedged into NZD)

Fund performance figures have been annualised where the performance period is more than one year			 

Market Commentary
Global equity markets delivered strong returns 
during the quarter (+15%), led by a narrow group of 
semiconductor and AI-related companies. The U.S. 
market posted its strongest quarterly performance 
in several years, while Asian markets, particularly 
Taiwan and South Korea, benefited from exceptional 
gains in semiconductor stocks. The rally remained 
highly concentrated, with a relatively small number 
of companies driving broader market returns.

The dominance of AI-related themes continued 
to shape investor behaviour, contributing to a 
significant divergence between semiconductor 
companies and the broader market. This 
concentration presented challenges for strategies 
with more selective exposure to semiconductors, 
particularly those focused on quality businesses, 
valuation discipline, and diversification across a 
range of sectors and geographies. 

Outside of technology, investors continued to 
navigate a mixed economic backdrop. Inflation 
remains a focus for central banks, which adopted 
a more hawkish stance during the quarter, while 
geopolitical tensions in the Middle East also 
contributed to market volatility. Despite these 
headwinds, underlying corporate fundamentals 
across many sectors remained resilient.

Portfolio Commentary 
The portfolio generated positive returns during the 
quarter. Strong contributions came from selected 
technology, financial and healthcare positions, 
while exposure to emerging markets also provided 
support as Taiwan and South Korea benefited from 
continued enthusiasm around AI-related investment.

The primary challenge during the quarter was 
the extraordinary performance of semiconductor 
stocks. While the portfolio maintains exposure to 
several high-quality beneficiaries of long-term AI 
adoption (e.g. Nvidia, TSMC and Microsoft), it has 
generally had less exposure to the more speculative 
areas of the market and remains selective regarding 
businesses whose future earnings expectations 
appear difficult to sustain. This ‘underweight-AI’ 
positioning detracted from relative performance 
as semiconductor-related stocks significantly 
outperformed.

Healthcare holdings delivered mixed results. 
While some companies benefited from improving 
operational performance and favourable industry 
trends, others faced near-term pressures from 
changes in healthcare utilisation, competitive 
dynamics, and softer consumer spending. The 
portfolio continues to focus on businesses with 
strong competitive advantages and exposure 
to long-term structural growth drivers within 
the sector.

During the quarter, portfolio activity focused on 
maintaining diversification while taking advantage 
of valuation opportunities created by market 
dislocations. Exposure was selectively reduced 
in areas where valuations appeared stretched, 
particularly within parts of the semiconductor 
sector, while capital was redeployed into high-
quality businesses across financials, consumer, 
industrial and services sectors. The result is a 
portfolio that remains diversified across industries 
and regions, retaining exposure to long-term themes 
such as artificial intelligence, healthcare innovation, 
and rising consumer wealth.
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Despite the narrow leadership observed across 
global markets, we remain constructive on the long-
term outlook. We believe the portfolio's focus on 
quality businesses, disciplined valuation assessment 
and diversified sources of earnings growth provides 
a strong foundation for navigating periods of market 
concentration and volatility.
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