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Somerston Technology Fund (the Fund) 

Investment Letter No.4 – December 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 -0.6% in the fourth quarter. The Dow Jones Internet Index 

fell by -4.1%.   

 

 
 
 
 

 

 
 
 

 
 
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 6.2 -1.5 -5.0 8.5

Performance (%) 

Sector % Portfolio

Information Technology 67.0%

Communication Services 18.5%

Consumer Discretionary 13.9%

Cash/Divs/Fees 0.7%

Sector Allocation

Country % Portfolio

USA 89.3%

Argentina 4.0%

Canada 3.4%

Taiwan 2.6%

Cash/Divs/Fees 0.7%

Geographical Allocation

Name % Portfolio

Nvidia Corp 10.7%

Apple Inc 10.6%

Microsoft Corp 9.6%

Amazon.Com Inc 8.9%

Alphabet Inc-Cl A 7.9%

Meta Platforms Inc-Class A 4.7%

Mercadolibre Inc 4.0%

Shopify Inc - Class A 3.4%

Paypal Holdings Inc 3.4%

Advanced Micro Devices 3.4%

Total 66.6%

Top Ten Holdings
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Commentary 

The fourth quarter of 2021 was eventful for the Technology sector.  On the one hand, as 

understanding of the opportunity, complexity and size of computing power required to support the 

metaverse and augmented reality, became mainstream, semiconductor stocks rose substantially, on 

the other hand, the highest revenue smaller software companies that had been bid up in recent 

years, saw significant outflows.  During the quarter, our holdings in NVIDIA (+42%) and AMD (+40%) 

benefitted from the semiconductor theme, however many of our smaller holdings suffered from 

significant outflows.  

Understanding valuation for high growth companies is largely dependent on both the level and 

sustainability of growth prospects.  It is very difficult to ascertain the ‘fair value’ of these stocks 

without an accurate appreciation of the growth opportunity.  As we wrote in a previous letter, with 

the benefit of hindsight, the significant outperformance of the FANGS in the last 5 years 

demonstrates, these companies’ enormously high valuations understated their fair value at the time. 

While we are not particularly concerned with ‘Macro’ in the Technology Fund, the economic cycle is 

very stretched, and a period of moderation, with ‘quality’ outperforming is likely. This should favour 

our holdings in Apple, Alphabet, Adobe, Microsoft and Meta, however, the longer-term opportunity 

in many of our midcap high growth holdings remain as valid as ever. Many of these companies have 

turned cashflow positive, support 30%+ growth rates and have cheapened 25%-50% in recent 

weeks.  

Snap has been a pioneer in virtual reality allowing brands to showcase their products in dynamic, 

cutting edge fashion. They have 300 million daily active users, they are partnered with some of the 

most well-known companies and boast the best growth prospects of any social media platform. Yet 

their valuation has more than halved in recent months. 

Crowdstrike whose strapline is “We Stop Breaches”, is powered by artificial intelligence and its 

Falcon platform has gained traction in the cyber security industry owing to its superior detection and 

blocking capabilities. Crowdstrike is cash generative, its expected revenue growth is 30%+ yet its 

valuation has nearly halved this year. 

The economic cycle has probably peaked and a more prudent attitude amongst investors is likely.  

The High growth companies got to levels that looked potentially expensive and were accompanied 

by a lot of speculative retail money and they are now being sold in a rapid fashion. We maintain 

investment in both moderate growth, high quality companies, and smaller high growth companies. 

Contributors:  

During the quarter, the largest contributors were NVidia, Apple and Microsoft. The largest detractors 

were Paypal, Block and Docusign. 
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Activity: 

During the quarter, we acquired Palantir. We disposed of Zillow Group, Teladoc, Tradedesk and 

Everbridge.  

 

nick.wakefield@somerston.com 

01534 822392 

 

 

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. 

mailto:nick.wakefield@somerston.com

