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Manager Update: October 2026 
John Qiu, Founder 

 

Offshore listed Chinese equities are enduring yet another 

punishing year.  After a brief rebound from second quarter lows, 

they have slid again over the past two months.  Ironically, the 

surge in U.S. and developed market interest rates appears to have 

weighed more heavily on offshore Chinese stocks than on their 

global peers, pushing the valuation gap to historical extremes. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

That gap is even wider for offshore listed Chinese tech stocks.  The 

Hang Sen Tech Index and KWEB ETF have fallen over 40% in the 

past year, back to plumbing the lows of 2022-2024. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

Yet from a fundamental perspective, these are healthy, growing 

companies.  The Chinese tech sector's projected growth rate 

remains in the double digits - competitive with major U.S. and 

European peers.  Collectively, these companies hold substantial 

net cash positions and generate strong positive free cash flow.  

Trading at low-teens multiples of forward earnings, the major 

Chinese tech names are priced like value stocks while retaining 

the operational profile of growth companies. 

 

We have long sounded the same note on the cheapness of 

offshore Chinese equities, but by any measure, the valuation 

disconnect today is excessive.  Additionally, investors today face 

a far more precarious market environment than they did a few 

years ago.  Interest rates across most countries outside China are 

spiking, with rates in major Western economies at their highest 

levels since the late 1990s and early 2000s.  Meanwhile, U.S. 

stocks account for a historic 45–50% of total global equity market 

capitalisation (the highest since the dot-com bubble peak at 

~52%) even as U.S. market breadth diverges dramatically.  A 

handful of large-cap U.S. tech companies are driving the bulk of 

headline index gains and expected earnings growth, while most 

U.S. stocks sit in bear market territory. 

 

We are not predicting an imminent crash, but the similarities to 

the dot-com era are striking.  That bubble ultimately burst under 

the combined weight of unsustainable cash burn, rising interest 

rates (U.S. rates peaked at 6.5% in May 2000), and a sudden 

collapse in investor confidence.  In the aftermath, value stocks 

delivered massive outperformance as investors gravitated toward 

tangible cash flows and dividends.  Should a similar migration of 

capital occur today, it would likely trigger a mean reversion in the 

performance of offshore Chinese equities. 

 

 

Fund Update 

 

Fund returns remain poor at -26.7% YTD and -5.2% annualised 

since inception.  Poor performance was again concentrated in our 

top five positions. 

 

 

Portfolio Update 

 

During the quarter, we added to our Macau casino and China e-

commerce positions while trimming our U.S. petrochemical and 

Other holdings. 
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Stock prices of Macau casinos (and U.S. listed majors) have 

continued falling this year, driven by rising U.S. interest rates and 

capital crowding into AI growth themes.  Sands China’s stock price 

is now down to 15 year lows, even as it doubled its dividend to 

HK$1 per share this year (9% dividend yield on HK$11 share price) 

and is likely to raise it to HK$1.2-1.3 per share next year (11-12% 

dividend yield).  In our view, the current share price is unusually 

attractive given the large dividend yield spread over U.S. interest 

rates and our expectation for annual growth in dividends and 

earnings of high single digits to low teens over the coming years. 

 

Among our Chinese e-commerce holdings, we’ve initiated a new 

position in PDD.  In the past we struggled with the operational 

opacity of this company and had even considered the possibility 

that PDD was fraudulent or that its model would eventually burn 

out like Groupon.  However, we recently gained comfort on a key 

element of its business - the fulfillment cost efficiency 

underpinning its operations - which completely changed our view 

of the company.  Trading at a forward EV/EBIT of 2.2-2.5x with net 

cash (excluding merchant payables) equivalent to 65% of its 

market cap, PDD is extremely cheap.  Even with perennial 

concerns about opaque reporting and the lack of capital returns 

to shareholders, PDD’s net cash will likely exceed its current 

market cap within the next 2-3 years.  Lastly, aggressive share 

purchases by key insiders over the past year convinced us to buy 

the stock.  We now own all of the major Chinese e-commerce 

players. 

 

Despite sharply rising profitability from product price increases 

due to the Iran War, weak end-market demand and Chinese 

overcapacity have suppressed volume growth for most U.S. 

petrochemical companies.  Share price performance has 

remained muted amid questions about earnings sustainability.  

We exited all of our U.S. petrochemical positions except for one 

integrated acetyls major.  We believe this company’s upstream 

natural gas cost advantage and downstream integration into high-

value engineered materials and specialty polymers offer structural 

long-term resilience against Chinese capacity expansions.  

Furthermore, 30% of global methanol exports remains offline 

(majority exported to China) which is driving a significant supply-

side shakeout of sub-scale and non-integrated acetyls capacity in 

China. 

 

Within the Other basket, we sold Lantheus soon after it received 

a takeover offer in early August.  The offer price was low, but the 

board backed it, making further upside from our investment 

unlikely.  This marks the third lowball takeover of a portfolio 

company in the last two years - both unlucky and a testament to 

the value embedded within our holdings. 
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Performance

Annualised Net Returns in US$¹

Since Inception (Jan 3, 2022) -5.2%

3 Year -7.8%

1 Year -36.6%

Non Annualised Net Returns in US$¹

Year to date -26.7%

3 months -0.4%

Net Returns By Year in US$¹

2025 26.2%

2024 -13.0%

2023 -27.8%

2022 33.4%

Top Five Major Holdings (in alphabetical order)

Alibaba E-Commerce

Full Truck Alliance Logistics

JD.com E-Commerce

Sands China Casino

Wynn Macau Casino

 
 

 
 

 

 
 

 
 

 

 
 

 

  

 

 

  

 

 

  

 

 

  

 

 

 

 

 

 
 
 
 

 
 
 

  
 
 

 

Portfolio Overview 

1. Net of 1.5% annual management fee and 20% performance fee (excess return above 5% hurdle rate and subject to HWM) 
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Legal Disclosure 
 

There is no guarantee that any investment strategy will work under all market conditions, and each investor should evaluate their ability to 

invest for the long-term, especially during periods of downturn in the market. 

 

The views and opinions and/or analysis expressed are those of the author or the investment team as of the date of preparation of this 

material and are subject to change at any time without notice due to market or economic conditions and may not necessarily come to pass. 

Furthermore, the views will not be updated or otherwise revised to reflect information that subsequently becomes available or 

circumstances existing, or changes occurring, after the date of publication. The views expressed do not reflect the opinions of all investment 

personnel at Orlog Capital. 

 

Forecasts and/or estimates provided herein are subject to change and may not actually come to pass. Information regarding expected 

market returns and market outlooks is based on the research, analysis and opinions of the authors or the investment team. These 

conclusions are speculative in nature, may not come to pass and are not intended to predict the future performance of any specific strategy 

or product Orlog Capital offers. Future results may differ significantly depending on factors such as changes in securities or financial markets 

or general economic conditions. 

 

This material has been prepared on the basis of publicly available information, internally developed data and other third-party sources 

believed to be reliable. However, no assurances are provided regarding the reliability of such information and Orlog Capital has not sought 

to independently verify information taken from public and third-party sources. 

 

This material is a general communication, which is not impartial and all information provided has been prepared solely for informational 

and educational purposes and does not constitute an offer or a recommendation to buy or sell any particular security or to adopt any 

specific investment strategy. The information herein has not been based on a consideration of any individual investor circumstances and is 

not investment advice, nor should it be construed in any way as tax, accounting, legal or regulatory advice. To that end, investors should 

seek independent legal and financial advice, including advice as to tax consequences, before making any investment decision. 

 

This material should not be regarded as a research material or a recommendation. 

 

Orlog Capital has not authorised financial intermediaries to use and to distribute this material and shall not be liable for, and accepts no 

liability for, the use or misuse of this material by any such financial intermediary. 

 

This material may be translated into other languages. Where such a translation is made this English version remains definitive. If there are 

any discrepancies between the English version and any version of this material in another language, the English version shall prevail. 

 

The whole or any part of this material may not be directly or indirectly reproduced, copied, modified, used to create a derivative work, 

performed, displayed, published, posted, licensed, framed, distributed or transmitted or any of its contents disclosed to third parties 

without Orlog Capital’s express written consent. This material may not be linked to unless such hyperlink is for personal and non-commercial 

use. All information contained herein is proprietary and is protected under copyright and other applicable law. 

 

This material is only intended for and will only be distributed to persons resident in jurisdictions where such distribution or availability 

would not be contrary to local laws or regulations.  This material has been issued by Orlog Capital for use in Hong Kong and shall only be 

made available to “professional investors” as defined under the Securities and Futures Ordinance of Hong Kong (Cap 571). The contents of 

this material have not been reviewed nor approved by any regulatory authority including the Securities and Futures Commission in Hong 

Kong. Accordingly, save where an exemption is available under the relevant law, this material shall not be issued, circulated, distributed, 

directed at, or made available to, the public in Hong Kong. 

 

Please consider the investment objectives, risks, charges and expenses of the funds carefully before investing. The prospectuses contain 

this and other information about the funds. 

 

 

 

 

 

 

 

 

 

 

 

 
 


