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The JB Global Capital fund results for FY 2025 and since inception are presented

below, along with comparable quarterly results for a leading global stock market index

(VT World Index) and the S&P 500. These results have been achieved without the use

of leverage, shorting, or financial derivatives of any kind.

The price of conviction isn't paid in the years you outperform—it's paid in the
quarters you don't.

During Q4 2025, the JB Global Fund declined 8.9% while global markets rose

modestly. The drawdown was driven primarily by weakness in Alibaba Group, our

largest holding, which fell approximately 25% during the quarter on concerns over

slowing Chinese consumption and regulatory headwinds. This downward pressure

was partially mitigated by the 28% increase in Lululemon’s stock from our purchase

price of $162 per share. For the full year, however, the fund appreciated 67.5%—more

than tripling the S&P 500's 16.4% and the VT World Index's 22.4%. Since inception on

January 3, 2023, we have generated cumulative returns of 108.9%, nearly double that

of global markets.

Both the S&P 500 and VT World Index posted modest gains for the quarter and strong

returns for the full year. The quarterly outperformance was driven by remarkable

concentration: technology and communication services stocks accounted for nearly

60% of market gains in 2025. Just two companies—Nvidia and Alphabet—contributed

over a quarter of the S&P 500’s entire return. The VT World Index mirrors this

concentration, with the same AI infrastructure names dominating. Semiconductors

surged 42.8%—more than double the broader market—while consumer defensive

stocks rose just 1.1% and real estate managed 4.1%.

This concentration creates fragility: when ten stocks account for 40% of returns, any

stumble exposes how diversified indexes have become inadvertent leveraged bets on

AI infrastructure.

Our decision to avoid U.S. technology stocks isn't a temporary position—it's a

deliberate stance on valuation that will define our relative performance in 2026 and

beyond. In December, we published an article titled “The A.I. Bubble: A Value

Investor's Perspective,” which drew parallels between today’s AI infrastructure boom

and historical episodes like the airline industry expansion in the 1940s and the telecom

bubble of the late 1990s. The piece generated thoughtful pushback, much of it valid.

Critics note that AI companies enjoy structural advantages—network effects, platform

economics, oligopolistic markets—that distinguish them from past technology cycles.

They're right. These differences are real, and they suggest that the best AI companies

will indeed build enduring competitive advantages. But here's what critics miss:

these advantages don't exempt investors from valuation arithmetic.

When revolutionary technology becomes obvious to everyone, the market prices in

decades of perfect execution. The very strengths that critics cite—network effects,

platform economics, oligopolistic market structures—become the intellectual

justification for paying prices that assume no missteps, no competition, and no

surprises. This is precisely when valuation discipline matters most. The “industrial

differences” that make AI companies superior businesses also make investors more

willing to pay premium prices, creating the same dynamic we’ve seen in every

technological revolution: obvious prospects for growth priced so aggressively that

even excellent execution can’t generate adequate returns.

Amazon illustrates this dynamic perfectly. The company is arguably the best business

built in the past 30 years, transforming retail, proving naysayers wrong at every turn,

and creating shareholder value that exceeded even the wildest bull cases from 1999.

Yet if you bought Amazon at its 2000 peak, you had to wait nearly a decade just to

break even, and your returns over the first 15 years underperformed Treasury bonds.

The business was excellent; the entry price was terrible. Everything the bulls said

about Amazon’s competitive advantages proved correct—and investors who overpaid

still underperformed for years.

The AI trade will shape markets in 2026, and it will certainly impact our relative

performance. We do own AI exposure—Alibaba is aggressively investing in AI and

cloud infrastructure, with cloud revenue growing 34% year-over-year and AI-related

products recording nine consecutive quarters of triple-digit revenue growth. But we're

paying a dramatically different price for it. At roughly $146 per share, Alibaba trades at

18x trailing earnings with $41 billion in net cash, generating nearly $35 billion in

quarterly revenue from proven, cash-generative businesses in e-commerce and cloud

computing. If the AI thesis proves correct, we'll participate through Alibaba's rapidly

growing cloud division. If it disappoints, we're protected by established businesses

purchased at reasonable valuations. In essence, we're playing value in a growth-

dominated category—betting that valuation discipline will matter over time.

We made the decision to decrease our exposure to Alibaba stock after a nearly 85%

run-up in price. We trimmed the position by roughly 10% at $172 per share, a level at

which we felt comfortable reallocating profits into other opportunities. Our decision

relates more to the changing risk/reward profile than a loss of conviction in business

value.

Since reaching a high of ~$190 per share, Alibaba’s stock has fallen subsequently to

$146 per share by the end of Q4.

Does this change our thesis? No. The 25% drawdown was triggered by political

headlines (sentiment vs. fundamentals) and margin pressure from quick commerce

investments.

In mid-November, the Financial Times reported on a White House memo alleging

Alibaba provided "tech support for Chinese military operations against targets in the

U.S."—claims Alibaba immediately rejected as "completely false." Shortly after, the

Pentagon recommended adding Alibaba to its Section 1260H list of Chinese

companies deemed military-linked, with Deputy Defense Secretary Stephen Feinberg

informing Congress in an October letter that Alibaba "should be added" to the roster.

The narrative shifted from “AI cloud growth story” to “uninvestable political risk” within

weeks. These headlines arrived just as Alibaba was aggressively investing into quick

commerce infrastructure, while adjusted profit fell 18% year-over-year as fierce

competition in China compressed margins.

Throughout 2026, we're monitoring three key metrics:

1. Cloud revenue growth sustaining above 30%.

2. AI product monetization improving.

3. E-commerce margins stabilizing as the competitive environment in quick

commerce reaches equilibrium.

During Q4 2025, we initiated a position in The Clorox Company at an average cost

basis of approximately $104 per share—a decade-low valuation for a business

generating 35%+ returns on invested capital.

Founded in 1913, Clorox has built a $6.8 billion portfolio of brands dominating

essential household categories: 61% of North American bleach, 50% of charcoal, 35%

of toilet care, and one-third of trash bags. Nine out of ten U.S. households own at least

one Clorox product—a remarkable statistic representing decades of brand equity built

through consistent quality and strategic investments in inherently resistant categories.

The capital efficiency story is exceptional. For every dollar Clorox invests, it generates

$3.50 in profit above its cost of capital. This reflects genuine competitive advantages:

co-owned clay mines for cat litter, strategic charcoal sourcing, strong retail

relationships, and brands consumers trust enough to pay premium prices for during

private-label erosion.

In August 2025, Clorox’s $580 million SAP S/4HANA implementation—the company’s

first ERP overhaul in two decades—went catastrophically wrong. Order fulfillment

collapsed from 96%+ fill rates to the low 80s. Q1 fiscal 2026 organic sales declined

17%. The stock fell from $150+ to current levels around $104.

The opportunity: ERP disasters are temporary by definition. The technology works—it

requires process refinement. By late October, fill rates had recovered to 92%, with full

stabilization expected by March 2026. More importantly, Nielsen data through

October showed Clorox bleach household penetration actually increased 0.3 points

despite stockouts. Consumers waited for product rather than switching—compelling

evidence of genuine brand moat. This mirrors the company’s recovery from the

August 2023 cyberattack, which created similar supply disruptions that were resolved

within three quarters.

The $580 million ERP investment is expected to drive $75-100 million in annual cost

savings once stabilized: 30% reduction in forecasting errors, 15-20% improvement in

working capital efficiency, and better promotional spend optimization. These benefits

will begin flowing in H2 fiscal 2026 as per management’s commentary.

At current prices, Clorox trades at 16x depressed earnings with a ~5% dividend yield—

the highest in company history. Our DCF analysis yields fair value of $134-145 per

share, implying 30-40% upside as operations normalize. The company maintains

conservative leverage at 2.0x net debt/EBITDA with 8x interest coverage, providing

flexibility to maintain its 62-year dividend streak while investing through the recovery.

The best opportunities emerge when temporary complexity obscures underlying

business quality. Clorox at $104 represents precisely this: a 112-year-old franchise

with genuine competitive advantages, trading at decade-low valuations, while paying

a sustainable ~5% dividend.

The risks are real: extended ERP recovery beyond our 18-24 month timeline,

permanent market share loss in Glad trash bags or Fresh Step cat litter, or structural

margin compression from tariffs and inflation. Each 100 basis points of margin

compression costs $8-10 per share in our DCF. But with limited downside to our

conservative floor of $95-103 and 3-4x upside versus downside, the asymmetry is

compelling.

You can read our full Investment Case for The Clorox Company here!

"The whole secret of investment is to find places where it's safe and wise to non-
diversify."- Nick Sleep
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Our top three positions represent 82% of the portfolio—concentrated exposure to

businesses we believe offer asymmetric risk/reward at current valuations. This

concentration will drive volatility, but it reflects our conviction that a handful of deeply

researched ideas outperform broad diversification.

This quarter reminded us why conviction requires patience measured in years, not

quarters. The same discipline that kept us out of AI infrastructure at 40x earnings now

has us buying Clorox during an ERP crisis and holding Alibaba through political

headlines. These decisions won't be validated by next quarter's performance—they'll

be measured over the next 3-5 year period where dislocations resolve and valuations

matter.

We would like to thank our subscribers for your continued support. 2025 has been a

breakout year for the fund and we still have much to learn. We look forward to another

year of investing and sharing our results with you.

Until next time,

Jack Beiro, MBA

JB Global Capital

Disclaimer: This article constitutes the author’s personal views and is for

entertainment and educational purposes only. It is not to be construed as financial

advice in any shape or form. Please do your own research and seek your own advice

from a qualified financial advisor. From time to time, the author holds positions in the

mentioned stocks consistent with the views and opinions expressed in this article.

This is a disclosure—not a recommendation to buy or sell stocks.

BABA -3.93%↓ CLX 0.08%↑ LULU 1.58%↑ NKE 1.88%↑ NVDA -1.70%↓
GOOG -1.29%↓ SCHE 0.38%↑ AMZN 3.35%↑
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