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QUARTERLY HIGHLIGHTS

•	  The Munro Concentrated Global Growth Fund returned -1.5% for the September quarter. MCGG.ASX returned 
-1.5% over the same period.  

•	 Top contributors for the quarter included GLP-1 beneficiaries Novo Nordisk and Eli Lilly, both key names in the 
Innovative Health Area of Interest. Read more about them on page 6.

•	 Global equity markets gave back some of the strong gains made for the calendar year during the September quarter. 
The market is grappling between rising earnings, which should lead to rising stock prices, and rising bond yields 
which should dampen the price investors are willing to pay for stocks.
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MCGGF Fund quarter return 

-1.5%

MSCI quarter return 
-0.4%

MCGG.ASX Fund quarter return
-1.5%

MSCI quarter return 
-0.4%

MUNRO MEDIA 

The fourth era is here: Artificial Intelligence,  27 July 
2023
Watch the video here

Livewire Markets, 24 August 2023
The bull and bear case for Nvidia

Bussiness Breakdowns podcast, 13 September 2023
Kingspan: Influential Irish Insulation

http://Invest in the Journey podcast, 22 December 2022 
http://Invest in the Journey podcast, 22 December 2022 
https://youtu.be/tbyYy-HP6Zk
https://www.livewiremarkets.com/wires/the-bull-and-bear-case-for-nvidia
https://spotify.link/3MtuElmG3Cb
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QUARTERLY COMMENTARY

Fund commentary

The Munro Concentrated Global Growth Fund returned -1.5% in  the September quarter (-3.7% from equities and 2.2% 
from currency), while the MSCI World (Ex-Aus) returned -0.4% (-2.6% from equities and 2.3% from currency).

Equity markets declined during the quarter, as some of the gains from the preceding two quarters were given back. 
The quarter started well for the stock market, however, markets began their decline at the end of Q2 earnings season. 
A ‘travel-and-arrive’ phenomenon started to take place, with many stocks failing to live up to lofty expectations when 
they reported their results. US 10-year treasuries jumped during the quarter from 3.8% to 4.6% due to robust economic 
data from the US and an increase in oil prices. Hawkish commentary from central banks also added to the move, with 
rates now seen higher for longer. This brought valuations into focus and led to multiple deratings, particularly for growth 
stocks.  
 
From a Fund perspective, our long positions contributed negatively to performance for the quarter. Luxury Goods 
stocks Richemont and LVMH detracted from performance, with soft China economic data and a normalisation of US 
consumer spending on luxury goods, leading to a significant derating in both stock’s earnings multiples. On the positive 
side, GLP-1 beneficiaries Novo Nordisk and Eli Lilly, were strong performers during the quarter, both key names in the 
Innovative Health Area of Interest. Novo Nordisk announced results from the SELECT cardiovascular outcome trial, 
which were much better than expected. Results showed a reduction of major adverse cardiovascular events (MACEs) 
by 20% in people treated with its GLP-1 drugs.  
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QUARTERLY COMMENTARY 

Market Outlook
Global equity markets gave back some of the strong gains made for the calendar year during the September quarter. 
The market is grappling between the rising earnings, which should lead to rising stock prices, and rising bond yields 
which should dampen the price investors are willing to pay for stocks.   
 
In terms of earnings – using the S&P 500 as a proxy for the market, EPS rose 4% during the quarter or 16% on 
an annualised basis, as stocks like Microsoft saw analysts upgrade earnings and start putting through earnings 
contributions from Artificial Intelligence (AI) products such as Microsoft 365’s Co-Pilot, which they announced will be 
generally available from 1 November.  
 
AI remains a key theme for the Fund, which cuts across various Areas of Interest including Digital Enterprise, Internet 
Disruption and High Performance Compute. High Performance Compute, or high end semi conductors is the backbone 
of AI, along with the public cloud infrastructure providers: Azure (Microsoft), AWS (Amazon) and Google Cloud Platform 
(Alphabet). Together, this is effectively the ‘picks and shovels’ required for the AI boom, and in our view a key beneficiary 
from the pleathora of applications that will leverage generative AI to create new applications. Be it Microsoft Co-
Pilot, Adobe Firefly, Saleforce Einstien or the miryad of in house applications that corporates develop. All of them will 
ultimately need to run on the hyperscale players cloud offerings, who in turn need to invest heavily in Nvidia chips and 
software to get these applications to work. 

Elsewhere we have begun to add to the software application layer, “Panning for Gold” where we have confidence in the 
end products that will be earliest adopted by consumers, small businesses and enterprises. ServiceNow and Intuit are 
two key names here with differing monetisation approaches. With ServiceNow charging a 60% premium for their AI 
product, monetisation is clear. Intuit, which are focused on consumers and small businesses, has a ‘freemium’ approach, 
whereby their customers will have AI features embedded in existing product subscriptions. This will increase retention 
and drive the conversion of new customers. We believe both approaches are the right strategy for these differing end 
markets and see a significant upside to future growth in earnings from these products.  
 
On the consumer side, we have pared back our investments in Luxury Goods and reduced our exposure to our 
Athleisure names as we navigate a deteriorating consumer spending environment. We have maintained our positions in 
the leading GLP-1 franchises (see further information in the Stock Stories section of this report) as the growth outlook 
continues to look attractive here. These drugs have exploded into the public narrative in 2023, and while the companies 
are at risk of being overhyped, in the medium term we still see a long runway of earnings growth ahead in the category. 

EVERY COMPANY IN THE WORLD WILL WANT TO DEPLOY AI APPLICATIONS – ONLY A FEW CAN MAKE IT HAPPEN!

The AI stack – lots of players but only a few enablers

Applications

Large Language Models

Cloud Service Providers

Semiconductors 

Panning for 
gold 

The shovels in the 
boom 
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QUARTERLY COMMENTARY 

Market Outlook
 
Shorter term the market narrative has been taken over by dislocations in the bond market and this warrants attention. 
With the US economy clearly slowing and the Fed close to finishing its rate hiking cycle, investors are perplexed by the 
rise in US 10 year bonds, which are now pushing close to 5%. There are a number of possible explanations for this, be 
it excess supply, lack of foreign buying, term premiums etc, but regardless of the cause, this is a negative development. 
Higher rates now put pressure on the valuation of growth stocks and will effect economic growth later. While we remain 
confident that our companies can continue to grow earnings through this changing outlook, the risks have clearly 
increased. In response we have raised some cash and added downside hedges to our absolute return mandate. 

Over the medium term we still believe that we are closer to seeing the end of interest rates rising,  and we ultimately see 
this volatility as an opportunity. Structural growth will continue and we can see earnings accelerate in certain pockets 
of the market – particularly AI and the GLP-1 franchises. As time goes by this growth will broaden out to the rest of the 
economy and we see peak rates and earnings reaccerating as a good time to be leaning into our best ideas. 
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STOCK STORY: INNOVATIVE HEALTH LEADERS 

Eli Lilly and Novo Nordisk combined contributed 83bps to Fund performance during the September quarter.

The global obesity market is one of the largest pharmaceutical markets in the world, covering approximately 750m people 
globally who are considered ‘obese’. Typically, obesity treatment has been administered by increasing a person’s exercise 
or managing their diet. Today, pharmaceutical giants Novo Nordisk in Europe and Eli Lilly in the US have revolutionised the 
treatment of obesity using drugs called GLP-1s. These drugs, called glucagon-like peptides, work to suppress appetite 
essentially and in effect can reduce a person’s weight by approximately 15-20% depending on the dosage and person. 
Only a very small fraction of the approximately 750m people who are obese are treated with GLP-1 drugs today, which we 
believe this number will only increase over time, giving rise to long earnings runways for both Eli Lilly and Novo Nordisk. 

During the quarter, Novo Nordisk released an important study into the potential cardiovascular benefits of using GLP-1 
weight loss drugs. For the continued growth of these drugs, health insurers around the world need to support patients by 
covering the GLP-1 drugs. So far, insurance coverage is still in its relatively early stages, particularly in the US. The data that 
Novo released in their study showed that using their GLP-1 drug reduced the risk of adverse cardiovascular outcomes 
by 20%. This proved to be an important data point to encourage more health insurers to cover GLP-1 drugs, given that 
they now have further credibility as a preventative medicine. On the same day in early August, Eli Lilly also reported their 
second quarter results and delivered a strong beat and raise compared to consensus estimates. Their GLP-1 drug targeted 
for diabetes, Mounjaro, beat consensus estimates significantly, delivering revenue of $980m in the quarter compared to 
consensus estimates of ~$740m. Eli Lilly lifted their full-year EPS guidance by ~12%, giving rise to a pop in the share price on 
the day.

In our view, Eli Lilly and Novo Nordisk are set to continue to grow their earnings meaningfully over the medium term. We 
believe that treating obesity should be relatively straightforward, in other words, it should be treated in a manner like high 
blood pressure or high cholesterol, whereby there is a known treatment that is readily available with a reliable outcome. The 
obesity market remains one of the largest total addressable markets in pharmaceuticals globally, with very low penetration 
today. 

AREA OF INTEREST:  Innovative Health 
MARKET CAP : USD 537bn 

AREA OF INTEREST:  Innovative Health 
MARKET CAP : DKK 2.9TR 

Obesity & diabetes disease progression

WHY TREAT OBESITY? DISEASE PROGRESSION HOW TO TREAT OBESITY? REDUCE WEIGHT…

What is a GLP-1? 
A glucagon like peptide drug mimics the effects of the GLP hormone produced 
when eating, stimulating insulin production and reducing blood sugar levels.

A GLP-1 IS EFFECTIVE IN REDUCING WEIGHT BY 15-20%

Premature deathMetabolically healthy

Diabetes

End organ 
damage

Other metabolic 
diseasesObesity

GLP-1

Stimulate 
Insulin 
release

Inhibit 
Glucagon 
release

Lowers 
Blood 

Glucose

Source: Eli Lilly Capital Markets Day 15 December 2021 & Novo Nordisk Capital Markets Day 3 March 2022
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STOCK STORY:  CONSTELLATION ENERGY  

AREA OF INTEREST: Climate  
 

MARKET CAP:  USD 35.4bn      

Constellation Energy added 36bps to Fund performance for the quarter. 
 
Constellation Energy (CEG) was spun out of Exelon Energy in January 2022 and is an independent power producer 
that owns and operates the largest nuclear fleet in the US, holding >55% of the nation’s unregulated capacity. With 
plants stretching from the Midwest across to New York, CEG provides >165TWh of carbon-free electricity to Americans 
each year, which amounts to ~120mn metric tons of CO2 avoided annually.

We still view nuclear as the cornerstone of the US energy transition, as the only scalable carbon-free source of baseload 
power. Over the third quarter, we’ve seen the reliability of the grid tested, a key example being in Texas, where a level 2 
emergency was declared, and power prices reached the $5,000/MWh cap for ~2 hours in an attempt to curtail demand 
due to “very weak wind conditions”. As the US continues to build out its renewable energy fleet and everything around us 
is electrified, we expect these grid issues to only be further exacerbated.  

Independent power producers like CEG can generate significant profits on unhedged volumes during these periods 
of elevated power prices. As we have discussed before, the production tax credits (PTCs) provided by the Inflation 
Reduction Act (IRA) act as a natural hedge, setting a ‘floor’ for the power price they receive on their carbon-free 
generation. It was encouraging to see CEG upgrade their 2023 EBITDA guidance by $400mn on their 2Q23 earnings 
call as they continue to profit from these embedded ‘free options’ on power price volatility. 

During the third quarter, we met with the CFO of CEG, and we spoke at length about recent commercial contracts they 
had been signing with companies such as Microsoft, which require 24/7 clean energy to power their data centres. 
Given the scarcity of such an energy source, as we discussed above, they have been able to sign these contracts at 
very attractive margins. We expect the trend of ESG-conscious corporates warming up to nuclear energy to continue 
despite its checkered history, especially as hyperscalers seek to build more energy-intensive data centres to lay the 
foundational infrastructure for cloud computing and generative AI. 

Source: International Energy Agency (IEA), UN Economic Commission for Europe*these figures in respect of CO2 avoided, are based on estimates 
made by The International Energy Agency. See here for more information on how nuclear power avoids potential carbon emissions.
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Nuclear energy - carbon-free baseload power

A CLIMATE SOLUTION FOR DECADES LOWEST LIFECYCLE EMISSIONS OF ANY FUEL SOURCE
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QUARTERLY FUND ATTRIBUTION (BASIS POINTS)

By region (equities only)

Top & bottom contributors (equities only)

-250 -200 -150 -100 -50 0

ASIA

UNITED STATES

EUROPE

-80 -60 -40 -20 0 20 40 60 80

CIE FINANCIERE RICHEMONT
ASML

LIBERTY MEDIA
LVMH

NETFLIX
KINGSPAN

NOVO NORDISK
CONSTELLATION ENERGY

ALPHABET
ELI LILLY & CO



munropartners.com.au page 9

Quarterly report: MCGGF & MCGG.ASX

QUARTER END EXPOSURE

Category						              Sector

 EQUITIES 92%   INFORMATION TECHNOLOGY 26.4%

 CASH 8%  CONSUMER DISCRETIONARY 17.6%

 NO. OF LONG POSITIONS 32  COMMUNICATIONS SERVICES 12.7%

 FINANCIALS 10.2%

OTHER 25.2%

Region					                           Holdings

LONG

UNITED STATES 72.2%

EUROPE 16.8%

IRELAND 5.0%

FRANCE 5.0%

GERMANY 2.4%

DENMARK 2.9%

NETHERLANDS 1.5%

BRITAIN 1.0%

SOUTH KOREA 0.5%

TAIWAN 1.5%

TOTAL 92.0%

CASH 8.0%

 
Top 6 Areas of interest (AOI)

TOP 10 HOLDINGS

AMAZON 6.2%

ALPHABET 6.0%

NVIDIA 5.7%

VISA 5.0%

MICROSOFT 5.0%

MASTERCARD 4.1%

SERVICENOW 3.9%

LIBERTY MEDIA: F1 3.7%

ELI LILLY 3.3%

CONSTELLATION ENERGY 3.0%

Consumer

Innovative Health

Digital Payments

Internet Disruption

Digital Enterprise

High Performance Computing

0% 5% 10% 15%
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IMPORTANT INFORMATION: Past performance is provided for illustrative purposes only and is not a guide to future performance. Data is as at 30 
September 2023 unless otherwise specified. GSFM Responsible Entity Services Limited ABN 48 129 256 104 AFSL 321517 (GRES) is the responsible entity 
of the Munro Concentrated Global Growth Fund ARSN 630 173 189 (Fund) APIR GSF9808AU (MCGGF) and the Munro Concentrated Global Growth Fund 
(Managed Fund) (MCGG.ASX), collectively the Funds. GRES is the issuer of this information. The inception date of MCGGF is 31 October 2019. MCGG.ASX 
invests in MCGGF and cash, the inception date of MCGG is 3 February 2022. Returns of the Funds are net of management costs and assumes distributions 
have been reinvested. References marked * relate to the MCGGF. Numbers may not sum due to rounding or compounding returns. The MSCI World (Ex-
Aus) TR Index AUD refers to the MSCI World (Ex-Australia) Total Return Net Index in Australian Dollars. BPS refers to Basis Points. AOIs refers to Areas of 
Interest. EM refers to Emerging Markets (including China). This information has been prepared without taking account of the objectives, financial situation 
or needs of individuals. Before making an investment decision in relation to the Funds, investors should consider the appropriateness of this information, 
having regard to their own objectives, financial situation and needs and read and consider the target market determination (TMD) and the product disclosure 
statement for the relevant Fund. The MCGGF TMD is dated 9 November 2022, the Product Disclosure Statement (PDS) is dated 30 September 2022 and the 
Additional Information Booklet (AIB) dated 30 September 2022, the MCGG.ASX PDS is dated 21 January 2022 and the TMD dated 9 November 2022, these 
documents may be obtained from www.gsfm.com.au, www.munropartners.com.au or by calling 1300 133 451. None of GRES, Munro Partners, their related 
bodies or associates nor any other person guarantees the repayment of capital or the performance of the Funds or any particular returns from the Funds. No 
representation or warranty is made concerning the accuracy of any data contained in this document. This document is issued on 11 October 2023.

Net Performance - MCGGF

3
MTHS

6
MTHS

1 
YEAR

2
YRS

3
YRS

INCEPT 
(P.A.)

INCEPT 
CUM.

MUNRO CONCENTRATED  GLOBAL GROWTH FUND (AUD) -1.5% 8.0% 19.3% -0.3% 6.0% 12.0% 56.1%

MSCI WORLD (EX-AUS) TR INDEX (AUD) -0.4% 7.2% 21.6% 4.8% 11.9% 10.1% 45.6%

EXCESS RETURN -1.1% 0.8% -2.4% -5.1% -5.9% 2.0% 10.4%

JUL AUG SEP OCT NOV DEC JAN FEB MAR APR MAY JUN TOTAL

2020FY 4.9% -1.2% 7.4% -1.1% -4.2% 6.7% 4.4% 1.3% 19.0%

2021FY 4.4% 4.4% 1.0% 2.0% 3.1% 0.5% 1.2% -0.4% -0.2% 3.6% -2.2% 6.6% 26.5%

2022FY 4.7% 4.6% -4.7% 1.5% 5.1% -1.4% -7.9% -4.7% -0.2% -5.7% -0.9% -4.3% -14.2%

2023FY 7.2% -3.2% -2.4% 5.9% 2.0% -6.6% 1.1% 0.6% 7.6% 2.4% 5.3% 1.7% 22.7%

2024FY 0.5% 3.4% -5.2% -1.5%

Net Performance - MCGG.ASX

3
MTHS

6
MTHS

1 
YEAR

INCEPT 
P.A.

INCEPT 
CUM.

MCGG.ASX (AUD) -1.5% 7.8% 19.4% 1.2% 2.0%

MSCI WORLD (EX-AUS) TR INDEX (AUD) -0.4% 7.2% 21.6% 3.9% 6.5%

EXCESS RETURN -1.0% 0.6% -2.2% -2.7% -4.5%

JUL AUG SEP OCT NOV DEC JAN FEB MAR APR MAY JUN TOTAL

2022FY -4.4% -0.3% -5.7% -1.3% -4.3% -15.2%

2023FY 7.3% -3.8% -2.5% 6.0% 2.1% -6.5% 1.1% 0.5% 7.7% 2.5% 5.3% 1.4% 22.1%

2024FY 0.5% 3.5% -5.2% -1.5%

Differences in performance between the Munro Concentrated Global Growth Fund (unlisted fund) and MCGG (ASX quoted Fund) relate to their respective 
inception dates, the buy/sell spread around the iNAV for MCGG, the timing difference between the issuing of units during the day on the ASX for MCGG and the 
purchase of units in the Munro Concentrated Global Growth Fund at the end of the day. This may result in reporting small differences in performance.


