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Q4 2025 | Performance Commentary 

Market Overview 
International equity markets advanced further in the fourth quarter, capping off a tremendous year in 
which they materially outpaced their U.S. counterparts. Semiconductor stocks continued to lead the 
advance in Q4, albeit amid growing skepticism around the financing of AI capex spending. More 
traditionally value-oriented industries such as banks and mining companies also continued to perform 
well thanks to steepening yield curves and robust precious metal prices, respectively. 

Performance summary  

2025 was a rather excellent year for the portfolio in absolute terms led by investments in several defense 
contractors (Germany’s Rheinmetall the standout); TSMC and other semiconductor-related investments 
such as the timely addition of South Korea’s SK Hynix in Q3; and the introduction of both Tencent and 
listed subsidiary Tencent Music in the fall of 2024. In addition, the portfolio was well-prepared for and 
demonstrated substantial resilience when tariff-related concerns were most acute in the spring.  

That said, it was a difficult year for quality-oriented investors in relative terms, as evidenced by the ~10% 
underperformance of the MSCI ACWI ex US Quality Index versus the broader ACWI ex US … on a calendar 
year basis, one of the biggest gaps on record. Banks, insurers, miners, and utilities all had standout years, 
areas in which we have long been relatively underexposed or absent. In terms of what we owned, the 
biggest drags on performance for the full year are among our best long-term compounders boasting 
some of the highest return-on-equity metrics in the portfolio: software-related businesses Wolters 
Kluwer and RELX suffered from a sentiment shift due to AI-related concerns; insurance broker Aon pulled 
back amid a softer insurance market; and recurring consumables distributor Bunzl on an operational 
mishap that we believe management has corrected.  

For the fourth quarter specifically, many of 2025’s top performers experienced pullbacks. Positions in 
defense contractors such as the UK’s BAE, Italy’s Leonardo, and France’s Thales declined on the 
possibility of a diplomatic breakthrough in the Russia-Ukraine war (though it’s worth noting that 
geopolitical developments in early 2026—as we pen this commentary—have already reversed those 
declines). Tencent and Tencent Music gave back a portion of their full-year gains along with the general 
underperformance of Chinese equities. And Japanese management consultant BayCurrent, whose stock 
price tends to experience pronounced reactions to its margin profile, declined despite strong growth and 
cash conversion.  

Partially offsetting these negatives, high-bandwidth memory leader SK Hynix nearly doubled in the 
quarter thanks to explosive demand for its products. Other AI-linked companies were rewarded for 
continued fundamental strength too, such as TSMC, Kokusai Electric, rail kit manufacturer King Slide, and 
Japanese conglomerate Hitachi, which produces electrical grid equipment.  
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Looking ahead  
Markets are booming; what pockets of weakness exist are seemingly judged to be immaterial or benign. 
The juxtaposition of the generational rise in a commodity like gold, which is typically associated with 
periods of apprehension, while credit spreads grind ever tighter and equity markets set new record 
highs is admittedly curious. But even a significant shift lower in the U.S. dollar this year doesn’t seem to 
have bothered the exuberant sentiment globally. 

After a decade of concern about under-investment (recall some market commentators bemoaning the 
plethora of stock buybacks and lack of investment over the past 15 years?), we are now in an era of 
massive capital expenditures. 

Estimates for corporate spending on data center infrastructure and semiconductors are projected to be 
several trillion dollars over the next three years, and those projections seem to rise every week. To 
borrow from a recent note from a JPMorgan strategist, since the introduction of ChatGPT in November 
2022, AI related stocks are associated with 90% of capital spending growth, 80% of the earnings 
growth, and 75% of the returns for the S&P 500, a phenomenon that portfolios underexposed to this 
theme know all-too-well. 

The (several) trillion-dollar question is: how will these investments be funded, and when will the return 
on investment take place? On the one hand, many of the tech giants making these capital expenditures 
are tremendously cash generative, governments are getting more involved given strategic imperatives, 
and the long-term potential of AI is indeed transformative. On the other, history reminds us that periods 
of rapid investment can invite excess. Elevated spending, even when well-intentioned, can lead to 
overcapacity or misallocation, especially if expectations for future demand prove too optimistic. While 
the current wave of enthusiasm for AI infrastructure is grounded in real technological progress, the 
path from investment to realized returns is rarely smooth or predictable. 

Against this backdrop, we remain focused on the fundamentals. We prefer companies with meaningful 
competitive advantages, prudent balance sheets, and the ability to generate sustainable cash flows 
across a full cycle—not just on the upswing. While we are attentive to new opportunities, we are equally 
mindful of the risks that can emerge when optimism runs high. The approach is balanced, steady, 
disciplined, and rooted in the belief that despite inevitable periods of underperformance, boring can be 
sensible … especially when markets are anything but. 
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Performance Summary1 (%) 
As of December 31, 2025 
 

3-Mo YTD 1- Yr 3-Yr 5 -Yr 10- Yr Since Inception2 

FUND -1.8 18.4 18.4 15.2 6.5 7.2 8.0 

BENCHMARK 3.5 26.2 26.2 17.8 9.5 7.8 6.0 

 

Calendar Year, as of December 31: 
 

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 

FUND -3.3 22.6 -4.0 14.4 12.4 7.3 -16.7 12.7 14.6 18.4 

BENCHMARK -3.0 18.8 -6.5 15.4 8.7 6.9 -9.9 12.5 15.1 26.2 

1Performance figures are net of management fees and operating expenses. Periods greater than one year are 
annualized. Performance figures are in Canadian dollar terms.  
2Mawer International Equity Fund Series A Inception: November 6, 1987 
 

Disclaimer 
Opinions and Forecasts: 

This report includes certain statements that are “forward looking information” or “forward looking statements” 
(collectively, “forward looking information”) within the meaning of applicable securities legislation. All statements, 
other than statements of historical fact, included in this report that address activities, events or developments that 
the portfolio advisor, Mawer Investment Management Ltd., expects or anticipates will or may occur in the future, 
including such things as anticipated financial performance, beliefs, plans, goals, objectives, assumptions, 
information and statements about possible future events, conditions, results of operations, are forward looking 
information. The words “may”, “could”, “would”, “should”, “believe”, “plan”, “anticipate”, “expect”, “intend”, 
“forecast”, “objective”, “will” and similar expressions are intended to identify forward looking information. Undue 
reliance should not be placed on forward looking information.  Forward looking information is subject to various 
risks described in the Simplified Prospectus, uncertainties, and assumptions about the Fund, capital markets and 
economic factors, which could cause actual results to vary and in some instances to differ materially from those 
anticipated by the portfolio advisor and expressed in this report. Material risk factors include, but are not limited to, 
general economic, political and market factors in North America and internationally, interest and foreign exchange 
rates, global equity and capital markets, business competition, technological change, changes in government 
regulations, unexpected judicial or regulatory proceedings, and catastrophic events.  The foregoing list of risk 
factors is not exhaustive. 

All opinions contained in forward looking information are subject to change without notice and are provided in good 
faith and are based on the estimates and opinions of the portfolio advisor at the time the information is presented. 
The portfolio advisor has no specific intention of updating any forward looking information whether as a result of 
new information, future events or otherwise, except as required by securities legislation. Certain information about 
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specific holdings in the Fund, including any opinion, is based upon various sources believed to be reliable, but 
cannot be guaranteed to be current, accurate or complete and is subject to change without notice. 
 
Benchmarks: 

FUND BENCHMARK 

Mawer International Equity Fund Jan 1988: MSCI EAFE (net) 

Oct 2016: MSCI ACWI ex-USA (net) 
 

The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form 
and may not be used as a basis for or a component of any financial instruments or products or indices. None of the 
MSCI information is intended to constitute investment advice or a recommendation to make (or refrain from making) 
any kind of investment decision and may not be relied on as such. Historical data and analysis should not be taken 
as an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is 
provided on an “as is” basis and the user of this information assumes the entire risk of any use made of this 
information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or 
creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without 
limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and 
fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event 
shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, 
without limitation, lost profits) or any other damages. (www.msci.com) 

Performance Disclosure and Requirements:  

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund 
investments. Please read the fund facts and the prospectus before investing. The indicated rates of return are the 
historical annual compounded total returns including changes in unit value and reinvestment of all distributions and 
do not take into account sales, redemption, distribution or optional charges or income taxes payable by any 
securityholder that would have reduced returns. Mutual funds are not guaranteed, their values change frequently 
and past performance may not be repeated. Mawer Funds are managed by Mawer Investment Management Ltd.  

The Funds mentioned in this document are not registered with the United States Securities and Exchange 
Commission and they are sold in the United States only in reliance on exemptions from registration.  
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