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June 2026 commentary 
 
There is increasing evidence that, based on its inability to multi-task, the stock market is a man. 
 
The focus seems only ever to be one theme or topic, with massive chunks of money moving from one to 
another quickly, and any areas not tied to that theme are either sold or ignored. This is largely due to how 
passive the market has become and, we suspect, is why our portfolios are not loving the current conditions. 
We are deliberately diversified and have decent exposure to areas the rest of the market has apathy towards 
– namely, small-caps and, particularly last month, value stocks. 
 
That said, we had an “ok” month. Performance-wise, Fox40 outperformed its sector and produced the 
strongest return in the range, while our other three funds were behind their IA sector averages (but not by a 
huge amount). Interestingly, while our lowest risk fund produced the best return and our highest risk fund 
produced the lowest, it was the complete opposite of the sectors our funds reside in with IA Global up the 
most and IA Mixed 20-60 up the least. This was due to the good performance of our Defence Component, 
but more on that later.  
 
Either way, returns across our funds and their sectors ranged between 0.2% and 0.8%, so at a headline level, 
there wasn’t much in it. 

 

 
Source: Morningstar, 30.06.2026, names available on request 
Past performance is not an indication of future performance. 
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The new shiny thing 
Back to why the market is probably a man. Before last month, the focus had been on AI winners like the 
Magnificent 7, but things changed in June. A big reason for that was probably SpaceX. You had to be living 
under a rock to miss news of Elon Musk’s SpaceX IPO this month (or you are just blissfully detached from 
the outside world, which sounds idyllic). 
 
Either way, it launched to great retail fanfare, making Elon a paper trillionaire. What’s interesting is the 
impact it had on the OG Magnificent 7, which fell over the month. There have been various reasons given 
for this, with one being a shift in narrative away from the hyperscalers in AI (due to concerns about the 
sheer amount of money they’re spending) to the picks and shovels (which I’ll touch on shortly). But there is 
also the fact that there was plenty of money tied up in the Mag 7 and a lot of people wanted to buy SpaceX 
shares, so it makes sense that the previous favourites would be sold to fund exposure to the new shiny 
thing. 
 
With the market seemingly deciding to move on the Mag 7, the focus has since shifted towards AI 
infrastructure names, which are on the receiving end of all this AI capex. Stocks like Applied Materials, KLA, 
Tokyo Electron, Micron Technology, SK Hynix. 
 
Again, we have exposure to these types of stocks, but aren’t all in. The chart below shows why you might 
not want to be all in – the rise in semiconductor stock performance of late has been almost vertical. Yes, 
there is no doubt these companies are witnessing incredible demand, but if that chart doesn’t make you 
question future returns, I don’t know what will. 
 

 
Source: Morningstar, iShares Semiconductor ETF (SOXX), 31.08.2001 to 30.06.2026 

Past performance is not an indication of future performance. 

 
As an aside, it’s why emerging markets have been doing so well of late. Not because of actual emerging 
markets, though, but because the three largest stocks in that index (Taiwan Semiconductor, Samsung and SK 
Hynix) account for 25% of its weighting and are all tied to that theme. 
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Within all this, the market essentially gave up on areas like value and smaller companies. 

 
Contributors & Detractors 
Our largest detractors over the month were Havelock Global Select, Merlin Fidelis Emerging Markets, 
Mirabaud Discovery Europe ex UK, Third Avenue Global Value and AVI Global Special Situations, all of 
which are value or small-cap focused (with minimal or no exposure to the US). 
 
We aren’t making any changes here and, if anything, have slightly lent into “value” (at the margin). If we do 
see a correction in the market, we would expect these types of funds to perform well on a relative basis as 
they haven’t been investing in the “hot” areas. 
 
Despite what I have said, there were certain areas where it paid to be value and small-cap – and that was in 
the US. Our four US funds, Iridian US Corporate Change, Brown Advisory US Value, Snyder US All Cap 
Equity and Spyglass US Growth, were among our top contributors for the month. 
 
These were pleasing to see – with our US portfolio nicely outperforming the previously unbeatable S&P 500 
index. Who knows if it continues, but it goes to show why we have exposure here. Yes, the US market is 
expensive no matter how you cut it, but that’s due to its largest constituents (which are very large indeed) 
being expensive – look past those names and there is ample value. 
 
The top contributor to returns was Chikara Indian Subcontinent. The Indian market had been very out of 
favour for two distinct reasons; it doesn’t have a lot to do with AI and was the wrong side of the Iran War 
(given its need to import energy). With talk of a ceasefire to the war, the Indian equity market bounced 
strongly and our fund here took advantage. 
 
The reason our lowest risk fund, Fox40, was the best performer in the range last month was due to the good 
performance of our Defence Component. Within that, our exposure to longer dated government bonds 
(both gilts and US treasuries) was most beneficial. 
 

Looking ahead 
We’re not in the business of calling tops, but let’s be honest: a semiconductor chart that goes vertical, a 
trillion-dollar rocket-company IPO, and two more (OpenAI, Anthropic) queuing up behind it all have a certain 
“late-cycle” smell to them. Add in how many ordinary investors now have a view on Nvidia’s supply chain, 
and it’s hard not to feel a few animal spirits creeping into markets. 
 
We’re not positioning for a correction – we never try to time these things – but we don’t think we need to. 
That’s really the point of the portfolio: whichever way this goes, we think we’re reasonably well set up. 
If the AI/large-cap rally keeps running, fine – we’ll lag a bit, as we did this month, but there’s no reason we 
can’t keep collecting something like the 10% annualised return (for Fox100) we’ve delivered since launch 
three years ago, and that’s nothing to sniff at. 

 
If it doesn’t keep running – if even some of that “market can’t multi-task” behaviour unwinds – then the 
areas we’re overweight (value, smaller companies, anything not tied to the AI infrastructure theme) are 
precisely the ones left with the most room to re-rate. We haven’t chased the crowd into large-caps and AI 
infrastructure, unlike plenty of our peers (some knowingly, some simply via passives that are now more 
concentrated in those areas than most people realise). 
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Either way, we like where we sit. The Fox Den’s enthusiasm remains intact, underpinned by the managers 
we own and the value we think is sitting, patiently, in the parts of the market nobody’s excited about right 
now. 
 
Thanks for your continued support. 
 
Alex Paget – Fund Manager, MGTS Downing Fox Funds. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 


