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Somerston Technology Fund (the Fund) 

Investment Letter No.3 – September 2021 

Portfolio Objectives: To grow capital over the medium term by investing in a concentrated portfolio 
of high growth companies. 

Performance: The Technology Fund fell by -1.6% in the third quarter. The Dow Jones Internet Index 

fell by -3.6%.   

 

 
 
 

 

 
 
 

 
 
This letter shows the performance of Somerson's 
“Technology Equity Strategy” from 31 December 2014 to 
30 November 2020 then the Somerston Technology Fund 
from its launch on 01 December 2020. 

 
 

 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year

2017 6.1 3.9 4.2 4.5 7.7 -1.5 5.8 3.2 -0.1 8.5 3.8 -0.8 55.1

2018 12.3 -1.4 -4.1 1.0 8.0 -0.1 0.0 8.9 -1.8 -12.3 1.3 -7.5 1.7

2019 12.0 2.9 5.6 6.3 -8.0 8.2 4.1 -3.8 -1.8 3.1 6.1 3.8 43.6

2020 6.2 -3.8 -6.6 18.2 9.6 10.0 9.1 8.5 -6.2 -0.7 9.6 5.5 73.4

2021 -0.2 1.6 -6.5 8.8 -3.6 11.6 1.0 5.7 -7.9 9.2

Performance (%) 

Sector % Portfolio

Information Technology 62.6%

Communication Services 19.0%

Consumer Discretionary 15.8%

Health Care 0.9%

Cash/Divs/Fees 1.7%

Sector Allocation

Country % Portfolio

USA 84.7%

Argentina 5.3%

Canada 3.4%

Taiwan 3.4%

Cash/Divs/Fees 1.7%

Israel 1.5%

Geographical Allocation

Name % Portfolio

Amazon.Com Inc 9.0%

Microsoft Corp 8.7%

Apple Inc 8.7%

Nvidia Corp 7.8%

Alphabet Inc-Cl A 6.5%

Mercadolibre Inc 5.3%

Facebook Inc-Class A 4.9%

Paypal Holdings Inc 4.4%

Square Inc - A 4.0%

Zscaler Inc 3.6%

Total 62.9%

Top Ten Holdings
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Commentary 

In this quarter’s report we discuss two of the fund’s newest holdings: Datadog and AMD. 

Datadog shows how ‘expensive’ companies can get a lot more expensive; the company illustrates 

exemplary leadership, and it is a rare example of a challenger ‘winning’ versus a company with first 

mover advantage that was more focussed on its sales than the quality of its product.  

Datadog went public in September 2019. At the time it was valued at an astonishing 33 x full year 

sales of $360 million. Since IPO, the stock has appreciated 435%, outperforming the Nasdaq 100 by 

345%. This total return has been fuelled by incredible sales growth - full year 2021 sales is expected 

to be $941 million – a two-year CAGR of 64%. Perhaps more surprisingly, its valuation has risen from 

the heady 33 x revenue at IPO to 47 x revenues today. 

Datadog is both an infrastructure monitoring and network performance software application. 

Crucially, it distinguishes itself from peers by being totally indifferent to on premise, pure cloud, and 

hybrid approaches. It monitors code, servers, memory, and applications to ensure that its 

customers’ experience is delivered at consistent high speeds, whether it is on premise, mobile or via 

virtualisation software. 

Gartner forecast cloud spend will rise from $270 billion in 2020 to $661 billion by 2025. Of this, $34 

billion is forecast on infrastructure and performance monitoring.   Datadog’s revenues in 2021 are 

expected just below $1 billion. There is plenty of room to grow into this total addressable market.    

Datadog has shown net retention rates of over 130% for sixteen quarters showing that customers 

are increasing their spend.  Datadog’s customers are beginning to consolidate their service 

providers, which have proliferated along with the growth of the cloud. In their earnings call, 

management repeatedly spoke of the trend of customers to ‘standardise approaches’ across 

applications. 

The CEO, Olivier Pomel, started his career as a software engineer and went on to spend time 

curating product for customers. He has both engineering and product prowess and has a clear and 

ambitious vision for Datadog. This allowed the company to produce well positioned products that 

serviced on premise, hybrid and cloud clients when few others did.  Splunk was the ‘darling’ a few 

years earlier, but they failed to adapt to the hybrid, on premise/cloud era.  Splunk’s revenue growth 

slowed, profitability evaporated, and its share price faded.   

Datadog trades with a high revenue multiple, but they are in a market that is growing rapidly, they 

have plenty of market share gains to go after and have two visionary founders with real skin in the 

game. 

AMD’s story is somewhat different, but like Datadog, AMD also have great leadership.  The 

company’s ‘one upmanship’ with intel over the years, with repeated price wars, caused AMD’s credit 
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to become unstable.   Dr Lisa Su took the helm in 2014 and developed an entirely new vision to 

produce the best products for its client in the highest growth areas of the markets. In 2017, AMD 

leapfrogged Intel by launching Computer Processor Unit (CPU) chips that were at least two 

generations ahead of Intel.  In close succession AMD launched leading chip solutions to serve 

gaming, artificial intelligence, and High-Performance computing (HPC).  Under Dr Lisa Su’s leadership 

the company has gone from being financially levered to having a significant net cash position. 

Revenues have grown 266% in the past five years – even better than Nvidia (+232%). But whereas 

Nvidia is valued at $511 Billion, AMD is valued at $123 Billion for similar levels of revenue. Nvidia is a 

clear leader in the GPU chip market and deserves a premium valuation but even after the stellar 

return AMD has delivered, it remains relatively attractively valued. There are obviously fears that 

Intel comes back at AMD – and that is certainty likely - but ‘Moores law’, which states that the 

number of transistors in a dense integrated circuit doubles about every two years [and its price 

halves], is starting to look unfounded at such density. Now we are down to 7nm chips the ability to 

double every two years is proving very challenging.  Chip demand and specifications are growing 

exponentially in an age of artificial intelligence, machine learning, Automation etc. So at a time when 

chip demand has never been so high, the rate of processing improvements appears to be waning, 

yet chip specification is climbing exponentially, there is hope that significant deflation incumbent in 

this industry is abating.    

AMD has enjoyed a good run, but its leadership team is clearly exceptional, and the fundamentals of 

the market are strengthening. It balance sheet now allows the company to undertake acquisitions 

and in 2020 AMD announced a prescient tie up with Xilinx. Together, the combined company will 

capitalize on opportunities spanning some of the industry’s most important growth segments from 

the data centre to gaming, PCs, communications, automotive, industrial, aerospace and defense. 

Contributors: 

During the quarter, the largest contributors were Zscaler, Alphabet and Datadog. The largest 

detractors were Paypal, Twilio and Roku. 

Activity: 

During the quarter, we acquired Snowflake, UiPath and Advanced Micro Devices. We disposed of 

Redfin, Stoneco, Coupa, Alibaba and Tencent.  

 

nick.wakefield@somerston.com 

01534 822392  

mailto:nick.wakefield@somerston.com
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Disclaimer 

Any information in this Document may not be suitable for all investors. Investors must make their own investment decisions using their 

own independent advisors and reviewing relevant offering material (including the Final Offering Document). Any investment decisions 

must be based upon an investor’s specific financial situation and investment objectives and should be based solely on the information in 

the relevant offering material. 

The Fund's manager, Somerston Asset Management Limited (the "Manager") believes the information contained in this Document to be 

reliable but does not warrant its accuracy or completeness. The information contained herein is preliminary in nature and is not and does 

not purport to be complete.  Any estimates contained herein may be subject to change without notice. No guarantee or representation is 

made that the investment program set out in this Document, including, without limitation, any investment objectives, diversification 

strategies, or risk monitoring goals, will be successful, and investment results may vary substantially over time. Investment losses may 

occur from time to time. Nothing herein is intended to imply that the Manager’s investment methodology may be considered 

“conservative”, “safe”, “risk free” or “risk averse”. 

No person, including (without limitation) any of the members, shareholders, directors, officers, partners, employees or advisers of the 

Manager or its associates, accepts any liability whatsoever (whether direct, indirect, incidental, special, consequential, punitive or 

otherwise) for any loss arising from any use of the information, opinions or other statements contained herein or otherwise arising in 

connection therewith (including in the case of negligence, but excluding any liability for fraud) and, accordingly, liability is disclaimed by all 

such persons to the maximum extent permitted by applicable law or regulation. 

No Investment Advice 

The information contained herein does not constitute advice and should not be relied upon for any purpose. No approvals have been 

given by the Jersey Financial Services Commission in respect of the contents of this Document or the circulation of any offering document 

in relation thereto. 

The information contained herein is not intended to influence you in making any investment decisions and should not be considered as 

advice or a recommendation to invest.  This Document is for information only and provision of this Document does not in itself constitute 

any kind of service provided by the Manager. Furthermore, this Document does not purport to describe all of the risks associated with 

investment or the other matters described herein. Income from or the price or value of any financial instruments may rise or fall. 

Somerston Asset Management Limited is regulated by the Jersey Financial Services Commission. 

Warning 

PAST PERFORMANCE IS NOT INDICATIVE OR A GUARANTEE OF FUTURE RESULTS. NO ASSURANCE CAN BE MADE THAT PROFITS WILL BE 

ACHIEVED OR THAT SUBSTANTIAL LOSSES WILL NOT BE INCURRED. 


