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With the Iran war unresolved and after a summer correction, oil prices rose sharply in Q3.  Government bond yields 
also continued to rise.  While the latter is often attributed to the former, we suspect there are other factors at play.  
Companies investing in AI are issuing significant levels of debt to finance investment spending, so the rise in bond 
yields may reflect a backdrop of rising supply of credit, rather than significantly altered inflation expectations.  In an 
August 2026 note, JP Morgan analysts significantly raised forecasts for 2026 bond issuance for the TMT sectors to 
$540bn, from a prior estimate of $450bn.  

Taking Amazon.Com Inc as one example, according to Bloomberg estimates, analysts forecast the company to 
spend over $220 billion on capital expenditure in 2026.  We can see from the company’s filings that the equivalent 
for 2025 was $132 billion.  Note that, as per the company’s 10-K, in 2019 Amazon spent just $16 billion on capital 
expenditure.  We are seeing similar trends across the AI category.  

The Setanta investment team continues to debate the implications of this global AI investment surge.  One element 
of these discussions is to what extent companies in the data centre and semiconductor supply chains can retain the 
benefits they are currently accruing from this significant spending increase.  This backdrop has the potential to 
temporarily inflate profit margins and stock valuations beyond what may be sustainable whenever AI spending 
growth normalises and when there has been time for these industries to see supply-side responses.  Reflecting 
these observations, as we look at companies across the technology, industrials, materials and financial services 
sectors we are treading carefully.

According to Bloomberg data, the MSCI EAFE Quality Index out-performed the broader MSCI EAFE Index from 2015 
to 2023 but has lagged that broader index since.  This tallies with our observations that the AI “theme” has been 
dominating market discourse and creating a landscape in which steadier companies, with good free cash flow 
generating characteristics have been getting left behind somewhat.  This quality category has been a sweet spot for 
Setanta over the years and we continue to see good opportunities here.  Below we briefly discuss the portfolio’s 
holding in Icon PLC to elucidate this point.

Stock Spotlight: Icon PLC
Icon PLC is one of the world’s largest Contract Research Organisations (“CROs”).  CRO’s are hired by drug and 
biotech companies to help to run clinical trials.  Drugs receive regulatory approval to be marketed based on the 
regulator’s assessment that clinical trials have shown the product to be both safe and effective.  To demonstrate 
this, these trials can involve monitoring thousands of patients across multiple jurisdictions over several years.  This 
is an expensive and complex logistical exercise and there are regulatory guardrails around the procedures and 
processes involved.  Modern blockbuster drugs can easily produce multiple billion dollars in annual revenues at very 
high contribution margins.  Therefore, any problems with a trial that result in delays can result in substantial profits 
being foregone for the CRO’s client.  For these reasons, in our experience, the drug and biotech companies have 
trusted the large CROs such as Icon to help with the management of these clinical trials.

Shares in the CRO companies performed strongly during the pandemic.  Icon’s share price more than doubled from 
2018 to the 2024 peak.  In our opinion this reflected investor exuberance and higher levels of client spending, 
particularly on vaccines and coronavirus-related therapeutics.  As the pandemic subsided the company’s revenue 
growth began to slow and the share price almost halved between 2024 and 2025.
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As we can see from the company’s filings, group revenues barely grew from 2023 to 2025 but we viewed these 
headwinds as cyclical.  In our experience drug and biotech companies often see r&d as the clearest way to grow and 
cyclical pressure on spending has tended not to last very long.  In this context we saw Icon shares as undervalued in 
summer 2025 and opened a position.  The company announced an accounting investigation into revenue 
recognition practices in early 2026.  When it became clear to us that this would not impact cash flows, since it 
related to timing of revenue recognition, we increased the position near the share price lows.  The accounting issue 
has since been resolved and the Balance Sheet and Cash Flows were unaffected.  Furthermore, we believe we are 
now seeing early signs of business trends improving.  The company’s recent quarterly reports have shown that new 
business bookings have been growing, which is a theme being replicated at Icon’s peers such as Iqvia, Medpace and 
Charles River. This helps explain Icon’s dramatic share price gains in recent months.

While quarter to quarter business activity can vary, we are optimistic that the drug and biotech industries are 
beginning to allocate more cash to r&d, which we believe should benefit Icon in the coming years.  Should our thesis 
play out, we believe the share price could see further meaningful upside.    

The holding in Icon is illustrative of our belief that investor focus on the AI-exposed industries is resulting in a some 
neglect of good companies in other industries, creating opportunities for longer term investors. 

Transactions during the period
Shares in DCC PLC have performed strongly in 2026, following a takeover offer for the company. Reflecting limited 
upside to the offer price, the fund exited the position, realising a good gain on the holding this year.

The fund exited the position in Gea Group. The original investment case was predicated on a new management team 
improving operational performance, which we believed would result in higher profit margins and capital efficiency.  
This thesis has played out as we had hoped and the stock responded favourably.  We believe the current valuation is 
relatively full and therefore decided to exit the position.

The holding in Unilever had already been reduced and was fully exited in the period with the funds deployed across 
other holdings that we believe offer a superior investment opportunity.

The fund opened a position in shares of Tokyo listed Sony Group, a company we have been following for many years.  
In our view, Sony has strong positions in a number of attractive business niches.  These include Music (Sony Music), 
Gaming (Playstation) and CMOS Image Sensors; a growing market in which we believe Sony is the clear global 
market leader.  The high demand for semiconductors permeating from widespread investments across the Artificial 
Intelligence industry has raised the cost of inputs for Sony, which is creating some near-term pressure on 
profitability.  We believe these pressures are cyclical and when these pressures ease the earnings power of the 
business should become clearer to investors.  We believe the shares are attractively valued currently.

The fund opened a position in German company, Scout24 SE. The company operates the largest property portal in 
Germany and Austria.  Real estate agents use the portal to advertise properties for sale or rent.  We believe recent 
concerns around the potential for AI to disrupt the business are overblown.  Rather, we believe it is possible that 
management could use AI tools to enhance the offering, creating new opportunities for the company.  In this 
context, we see the recent share price weakness as a buying opportunity.

Rowan Smith
1 $ references relate to USD currency
2 All references to strategy performance are gross of fees and all figures are in CAD terms (unless otherwise stated) as at 30th September 2026. The performance 
shown are based on the movements in the unit prices of the CLA CA Managed EAFE Portfolio SF035 [IEC11007] till 09.06.22 and LL EAFE Equity Fund 6.84 
[IEC15004] thereafter and are gross of management fees Source: Keyridge/Setanta performance team 
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Important Information

*Source: Stock price and index returns are from Bloomberg. 
The EAFE Equity Strategy is managed by Setanta Asset Management. The performance shown is the performance of the lead portfolio of the 
EAFE Equity Strategy (CAD) where quoted. This account has the longest performance track record. The strategy is available on a separate 
account basis to institutional investors however current and prospective clients should not assume identical performance results to those 
shown would have been achieved for their account if it was invested in the strategy during the period. Clients of the firm may receive different 
performance than the representative account. Client performance may differ due to factors such as timing of investment(s), timing of 
withdrawal(s), client-mandated investment restrictions and the portfolio not being fully replicated for new accounts or new flows. Investors 
should consider the investment objectives, risks, charges and expenses carefully before investing. 

Keyridge Asset Management Limited, trading as Irish Life Investment Managers and trading as Setanta Asset Management, is authorised as an 
investment firm by the Central Bank of Ireland under the European Union (Markets in Financial Instruments) Regulations 2017 – S.I. No. 
375/2017. Keyridge Asset Management Limited is authorised and regulated by the Financial Conduct Authority to provide investment services 
in the UK through a UK branch. Keyridge Asset Management Limited, has been granted the International Adviser exemption from registration in 
the Canadian provinces of Manitoba, Ontario and Quebec Keyridge Asset Management Limited, is a registered investment adviser with the 
U.S. Securities and Exchange Commission under the Investment Advisers Act of 1940. 

Setanta is relying on the "International Adviser" exemption from registration in Manitoba, Ontario, Quebec, British Columbia and Alberta. This 
exemption, subject to certain requirements, allows Setanta to provide advisory services to clients in these provinces who are "permitted 
clients" in accordance with the applicable securities legislation of Manitoba, Ontario, Quebec, British Columbia and Alberta, as applicable. 
Setanta, who is an investment sub-advisor to a number of Great–West Life Group companies, does not trade on its own account. Units in the 
Canadian segregated and mutual funds are not offered for sale by Setanta but may be acquired by prospective investors in accordance with 
regulatory requirements in the particular province through registered dealers including the applicable Great–West Life Group company. 
This factsheet, which is for information purposes only, does not form part of any contract. This document (a) has not been prepared in 
accordance with legal requirements designed to promote the independence of investment research, and (b) is not subject to any prohibition 
on dealing ahead of the dissemination investment research. The information contained in this document is based on current legislation and 
is, therefore subject to change. The contents are intended as a guideline only and should not be construed as an interpretation of the law. You 
should always seek the advice of an appropriately qualified professional. This document is confidential and is not an offer to sell nor a 
solicitation of an offer to buy securities in any jurisdiction and is not investment advice. This document does not constitute a prospectus, 
offering memorandum or private placement memorandum in the United States of America.

The MSCI EAFE Index is an equity index that captures large and mid -cap representation across 21 developed markets countries around the 
world, excluding the US and Canada. The Index has 915 constituents and covers approximately 85% of the free float-adjusted market 
capitalization in each country. The composition of the Index does not reflect the manner in which the Strategy is constructed in relation to 
expected or achieved returns, portfolio securities, investment guidelines, restrictions, sectors, correlations, concentrations, volatility or 
tracking error targets, all of which may change over time. The Strategy and the Index [do not invest in the same securities or types of 
securities,] and the comparison is provided only to help an investor understand how the Strategy performed. The Index is unmanaged, and an 
investor cannot invest in the Index. Index performance reflects the reinvestment of dividends but does not reflect the deduction of any fees or 
expenses, which would reduce returns. 
The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated 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

WARNING: Past performance is not a reliable indicator of future results. The price of securities and the income from them may go down as 
well as up and investors may not get back the amount invested. The return may increase or decrease as a result of currency fluctuations. 
Forecasts are not a reliable indicator of future performance.
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