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Workshop

Analyse three stocks to determine their driving factors

Write down your answer and supporting argument

Group discussion and presentation of answers
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The Global Select Fund Team

Christopher Lees, CFA
Senior Fund Manager

Joined JOHCM from Barings in 2008

• 33 years experience, 19+ years at Barings, 13+ years at JOHCM

• Lead Global/International manager at Barings until joining JOHCM

• Head of Global Sector Teams, lead manager Barings USA equities

• CFA charterholder, lived and worked in Asia, Europe and US

Nudgem Richyal, CFA
Senior Fund Manager

Joined JOHCM from Barings in 2008

• 23 years experience, 8+ years at Barings, 13+ years at JOHCM

• 18 years of investment partnership with Christopher

• Managed one of the largest Latin American strategies in London 

• CFA charterholder, lived and worked in Asia, Europe and US

Our investment process leverages the best ideas from all of JOHCM/Regnan’s 40+ PM’s and analysts
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Equity markets have and always will 

refuse to obey how the investment 

community thinks it should behave

What drives 

stock returns?



The world is not uniform or static

Developed markets
Factor group contributions, 12 month moving average

Emerging markets
Factor group contributions, 12 month moving average

Style briefly became highest in global developed markets, country still highest in emerging markets
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Source: MSCI Barra. Data from December 1997 to 30 September 2022

Different “neighbourhoods” matter in different parts of the world at different times



Idea generation and research
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Over 30 years of “quantamental” research, focusing on both relative level and rate of change

Idea generation

• We screen every stock in the world that is liquid enough for us 
to buy, based on Fundamentals, Valuation, Trend  = focusing 
on both the highest rankings and the improving rankings

• We also put JOHCM’s 350 liquid stock holdings researched by 

40 Investment professionals through our process = less than 
10% pass our through cycle 4 Dimensional global investment 

process

• We then do the following fundamental research only on those 
stocks that rank/screen well – “the best ideas”

Is it a good or bad company?

• Are earnings revisions, return on capital, ESG/Sustainability, 
debt levels, trending up or down?

• Why is this happening and how sustainable is it? (Dupont 

analysis = margins, asset turns, leverage)

• Is there a catalyst for fundamentals to change?

Is it a good or bad stock?

• Is the valuation attractive?

• Is the share price trending up or down?

• Is there a catalyst for the market’s perception to change?

Is it in a good or bad sector/factor and country/currency?

• Are the top down neighbourhoods fundamentals, 

ESG/Sustainability, and technicals improving or deteriorating? 

• Is it an idiosyncratic stock with a low correlation to its 
sector/factor or country/currency or is it highly correlated?

• Why and what could change the share price correlations?



“4-Dimensional” global investment process

Stock, sector, country factors and how they change over time

COUNTRY/CURRENCY –

analysis/factors
• Fundamentals, Valuations, Trend

• Regulatory, monetary and liquidity conditions

• Is the share price affected by country?

STOCK - analysis/factors
• Fundamentals (↑earnings revisions ↑ROIC ↑ESG ↓debt/equity)

• Valuations (composite relative to history and market)

• Trend (long-term mean reversion and short-term trend)

SECTOR/FACTOR –

analysis/factors
• Fundamentals, Valuations, Trend

• Regulatory, competition and capital cycle

• Is the share price affected by its sector?

Portfolio 

construction,

implementation 

and risk control

4th dimension; recognising changes in these relationships over time (i.e. regime shifts)
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Portfolio construction
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Weighted alpha = factors weighted towards what actually drives each share price, i.e. materiality

=  Most important driver of return of these 3 JOHCM held stocks that are all in the same global sector 

BUY SELL

Idiosyncratic stock Sector-driven stock Country-driven stock

Low sector/country correlation Higher sector correlation Higher country correlation

R² MSCI Country 0.3

R² MSCI Sector 0.1
R² MSCI Country 0.6

R² MSCI Sector 0.7

R² MSCI Country 0.6

R² MSCI Sector 0.5

STOCK A STOCK B STOCK C

SELL
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Source: Bloomberg,  R2 from January 2011 to January 2016.

Beware the “good house in a bad neighbourhood”
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Stock One

Large Indonesian Bank

I am one of the largest banks in Indonesia by assets. I was founded in 1895 

and have been serving the people of Indonesia for over 125 years. I am 

committed to providing financial services to the underserved and rural 

communities, and I offer a wide range of products and services, including 

savings accounts, loans, insurance, and investment products. I am also a 
leading provider of microfinance in Indonesia, and I have helped millions of 

people to start or expand their businesses.

I am proud to be a part of the Indonesian community, and I am committed to 

helping the country achieve its economic and social goals. My Non 
Indonesian revenues are negligible.

What am I?

An idiosyncratic stock? A stock correlated to Indonesia? Or a stock 

correlated to the Global Financials Index?
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Stock Two 

UK listed Energy 

Company

I am an integrated oil company. 

This means I operate across the entire oil and gas value chain, from 

exploration and production to refining and marketing. In exploration and 

production, I find and develop oil and gas resources. I do this by drilling wells 
and using other technologies to extract oil and gas from the ground. In 

refining, we turn crude oil into fuels, such as gasoline, diesel, and jet fuel. I 

also produce other products, such as asphalt and lubricants. In marketing, I 

sell our products to customers around the world. I do this through our own 

retail network and through third-party distributors. My primary listing is on the 
London Stock Exchange. I operate in over 70 countries around the world 

employing a workforce of over 70,000 people.

Am I an idiosyncratic stock?

Or am I most correlated to the UK index or the Global Energy sector?
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Stock Three

US Medical Technology 

Company

I am a US company and a leading global manufacturer of cryogenic 

equipment. 

My products are used in the production, storage, distribution, and end-use of 

atmospheric, hydrocarbon, and industrial gases.

I am committed to the energy transition and am developing new technologies 

to help decarbonize the global economy.

Am I idiosyncratic? 

Or am I closely correlated to the Industrials sector or the MSCI USA?
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Stock Four

Large Dutch Global 

Tech Firm

I am a Dutch firm who is a leading supplier of lithography systems for the 

semiconductor industry. My systems are used to create the tiny transistors that are 

essential for the chips that power our computers, smartphones, and other 

electronic devices. I am a complex machine, but I am also very precise. I can 

create patterns on silicon wafers that are just a few nanometers wide. This is 

essential for the continued miniaturization of chips. 

I am used by chipmakers all over the world, including in China. However, the US 

government has imposed restrictions on the sale of my systems to China. This is 

because the US government is concerned that China could use my systems to 

develop its own military capabilities. I am proud to play a role in the development of 

new technologies that are making our lives better. 

I am committed to innovation. I am constantly working to improve my systems and 

make them even more precise. I am also working to develop new technologies that 

will make it possible to create even smaller and more powerful chips. I am a critical 

part of the semiconductor industry. I am helping to drive innovation and make it 

possible to create the chips that will power the future. 

Am I idiosyncratic? 

Or am I closely correlated to the Tech space or the Dutch index?



Workshop Answers

Was there a particular stock that was hard to identify the dominant factor? Why?
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Stock Dominant Factor (Idiosyncratic. Sector or Country) Rationale 

Stock One

Stock Two

Stock Three

Stoc Four



Beware good stocks in bad (or deteriorating) neighborhoods…

Source: JOHCM and Bloomberg as of 3 April 2023. +1 Green means better than average, 0 Orange means average, -1 Red means worse than average *Fundamentals = Earnings growth and revisions and balance sheet 
leverage (relative to history and market). **Valuation = PE and DY (relative to history and market). ***Trend = momentum and mean reversion (relative to history and market). ****Total scores of 1, 0, -1 are not significant.

Lots of orange lights are 

hiding some big and 

important changes:

• Energy and Financials 

deteriorating; 

• while Technology 

and Consumer 

Staples improving
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Conclusion

Quality stocks usually outperform during a financial crisis and earnings recession
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We think most equity markets are in a drawn out bottoming process, with risk on/off rotations as inflation 
and interest rates peak, but banking crisis and probable recession

Last quarterly webinar we said that we will wait to buy the dips in 2023 due to the twin risks of interest 
rates and recession – no significant transactions in Q1 2023

We see improving relative fundamentals, attractive valuation, and improving relative share price trends in 
the following neighbourhoods: 

• Quality growth stocks, many of which are already down 30-50%

• UK & European & Japanese global champions, i.e. exporters

• Emerging Markets domestic consumption growth stocks

• China reopening/recovering, but probably more indirect than direct opportunities



JOHCM Global Select Fund holdings and sector/regional positions
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Source: JOHCM/MSCI Barra/Bloomberg as 31 March 2023. All data is shown against the MSCI ACWI NR Index. Data may not add to 10 0.0% due to rounding.

Not defensive enough and 

wrong type of defensive 

sectors/stocks for 2022’s 

interest rate shock/crisis



The team’s track record at Barings

Baring Global Select
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Source: eVestment Alliance. Baring Global Select 

strategy, calendar year returns from September 

2004 to February 2008 in USD. Track record may be 

used as supplemental information under GIPS® 

rules.

Past performance is not necessarily a guide to 
fu ture performance. The value of an investment 

can go down as well as up and investors may 
not get back the amount invested



Global Select Equities Composite
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Source: JOHCM/Statpro. This report has 

been prepared and is presented in 

compliance with the Global Investment 

Performance Standards (GIPS®). 

A complete list of firm Composites is 

available upon request. *Inception date: 1 

October 2008.

Past performance is not necessarily a guide 

to future performance. The value of an 

investment can go down as well as up as a 

result of market fluctuations, and currency 

fluctuations (where relevant), and investors 

may not get back the amount invested. 

Composite Performance Results

Composite : Global Select Equities

Benchmark : MSCI All Country World NR Index

Currency : AUD

Inception Date:

Report End Date:

Composite Creation Date:

Composite

Gross Net Benchmark

3yr Std. 

Deviation 

(ann.) 

Composite

3yr Std. 

Deviation 

(ann.) 

Benchmark

Dispersion 

(AW)

No. 

Accounts

Market Value at 

End

% Firm 

Assets Total Firm Assets

Global Select Equities 4.89 4.65 11.70 13.06 10.78 0.39 8 5,068,370,358 12.24 41,424,464,326.25

2022 -26.86 -27.37 -12.48 14.22 12.47 0.22 8 5,232,246,381 12.84 40,736,069,136.75

2021 34.03 32.70 25.81 10.52 10.72 0.16 7 7,704,676,921 13.28 58,011,055,860.87

2020 22.29 20.88 5.90 11.02 11.34 0.48 6 6,151,673,226 11.51 53,438,847,224.63

2019 25.26 24.33 26.79 9.25 9.22 N/A 5 5,547,165,955 10.11 54,845,543,584.75

2018 3.75 2.95 0.64 8.48 9.04 N/A 4 5,311,380,589 10.64 49,931,816,374.97

2017 17.37 16.48 14.77 12.65 10.07 0.45 5 6,425,839,554 11.93 53,854,032,164.86

2016 3.14 2.35 8.38 14.03 9.81 0.54 5 6,144,485,547 14.13 43,476,104,857.18

2015 5.74 4.15 9.82 15.39 10.19 0.55 5 5,712,057,091 14.60 39,111,281,434.42

2014 19.08 17.37 13.87 12.06 8.67 0.46 5 4,859,647,415 15.73 30,893,104,779.00

2013 62.98 60.86 42.51 12.29 9.96 N/A 5 3,806,623,885 15.58 24,431,540,571.89

2012 13.89 12.60 14.68 10.12 8.13 0.64 5 2,193,148,638 16.22 13,523,648,857.30

2011 -11.13 -12.24 -7.36 13.24 10.55 N/A 5 1,829,186,083 17.99 10,169,240,436.27

2010 15.96 14.62 -1.15 N/A N/A N/A 3 1,222,704,682 15.48 7,896,938,993.76

2009 -5.71 -7.50 4.37 N/A N/A N/A 1 194,832,578 3.78 5,150,271,787.92

Q4 08,Initial Part Year -7.12 -7.74 -12.17 N/A N/A N/A 1 35,672,688 1.15 3,098,924,803.61

1/10/2008

30/04/2023

30/09/2009



Disclaimer
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Global Select Equities Composite Disclosures

As at 1st February 2011, the Firm employed a policy to exclude portfolio performance from composites in months where the portfolio 

has experienced a cash flow greater than 30% of assets at the time of cash flow. This policy has been employed for all composites, with 

exception of single account composites. If after a period of time a composite which has previously included more than one account 

becomes a single account composite, it will at this point cease to be included in this procedure.

Additional information on the methodologies used for the valuation of portfolios, the calculation and reporting of returns and the 

preparation of GIPS compliant presentations is available upon request.

Timing and sourcing of exchange rates may differ between funds in the composite and the benchmark due to the use of differing third 

party administrators to produce portfolio valuations.

All composites are compared to indices priced at close of business. Where the composite contains open-ended portfolios, market 

fluctuations between the intra-day pricing of the fund and close of day will have an impact on relative performance.

Dispersion is measured by the standard deviation across asset-weighted portfolio returns represented within the composite for the full 

year. Periods with less than 5 accounts are not deemed statistically representative and dispersion is not presented.

The 3 year annualised ex-post standard deviation of the composite and benchmark is displayed as of each year end. The standard 

deviation is not presented if there is less than 36 months of performance history available.

The benchmark for this composite is the MSCI All Country World NR Index.

All MSCI indices are calculated net dividends reinvested. The dividend is reinvested after deduction of withholding tax, applying the rate 

to non-resident individuals who do not benefit from double taxation treaties. MSCI uses withholding tax rates applicable to Luxembourg 

holding companies, as Luxembourg applies the highest rates.

Past performance is no guarantee of future performance. The value of investments and the income from them may go down as well as

up.

Portfolios in this composite aim to achieve long-term total return from investing in a concentrated portfolio of global securities on an 

unconstrained basis.

The composite was created in September 2009.

A complete list and description of all the firm’s composites is available upon request.

For more information,

call us 1300 346 821
or visit www.pendalgroup.com
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This presentation has been prepared by Pendal Fund Services Limited (PFSL) ABN 13 161 249 332, AFSL No 431426 and the information contained within is 

current as at the date of its publication. It is not to be published, or otherwise made available to any person other than the party to whom it is provided. 

PFSL is the responsible entity of, and issuer of units in the Pendal Global Select Fund ARSN: 651 789 678 (the “Fund”). PFSL has appointed J O Hambro

Capital Management Limited to manage the assets of the Fund. A product disclosure statement (PDS) is available for each class in the Fund and can be 

obtained by calling 1300 346 821 or visiting www.pendalgroup.com. The Target Market Determination (TMD) for the Fund is available at 

www.pendalgroup.com/ ddo. You should obtain and consider the relevant PDS and TMD before deciding whether to acquire, continue to hold or dispose of 

units in the Fund. An investment in the Fund is subject to investment risk, including possible delays in repayment of withdrawal proceeds and loss of income 

and principal invested. 

This presentation is for general information purposes only, should not be considered as a comprehensive statement on any matter and should not be relied 

upon as such. It has been prepared without taking into account any recipient’s personal objectives, financial situation or needs. Because of this, recipients 

should, before acting on this information, consider its appropriateness having regard to their individual objectives, financial situation and needs. This 

information is not to be regarded as a securities recommendation. Past performance is not a reliable indicator of future performance.

The information in this presentation may contain material provided by third parties, is given in good faith and has been derived from sources believed to be 

accurate as at its issue date. While such material is published with necessary permission, and while all reasonable care has been taken to ensure that the 

information in this presentation is complete and correct, to the maximum extent permitted by law neither PFSL nor any company in the Pendal group accepts 

any responsibility or liability for the accuracy or completeness of this information.

The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a basis for or a 

component of any financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or a recommendation 

to make (or refrain from making) any kind of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an 

indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on an “as is” basis and the user of this 

information assumes the entire risk of any use made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, 

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranties of 

originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information. Without 

limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, 

without limitation, lost profits) or any other damages. (www.msci.com) 

Investors should note that this strategy invests in emerging markets and such investments may carry risks with failed or delayed settlement and with 

registration and custody of securities. Companies in emerging markets may not be subject to accounting, auditing and financial reporting standards or be 

subject to the same level of government supervision and regulation as in more developed markets. Government involvement in the economy may affect the 

value of investments in certain emerging markets and the risk of political instability may be high. The reliability of trading and settlement systems in some 

emerging markets may not be equal to that available in more developed markets which may result in problems in realising investments. Lack of liquidity and 

efficiency in certain of the stock markets or foreign exchange markets in certain emerging markets may mean that from time to time the fund manager may 

experience difficulty in purchasing or selling holdings of securities. Furthermore, due to local postal and banking systems, no guarantee can be given that all 

entitlements attaching to quoted and over-the counter traded securities acquired by this strategy, including those related to dividends, can be realised. (only 

relevant for emerging markets strategies) 

For more information,

call us 1300 346 821
or visit www.pendalgroup.com

https://aus01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.msci.com%2F&data=04%7C01%7Csarah.obrien%40pendalgroup.com%7C290653b3cfec4a4cb33908d965c9d380%7C82bfe2773f1645a49ff4f40692b556b9%7C0%7C0%7C637652739815183622%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=iKCA2uILtBITA9GEym3I6Y6GYBeCU5MllNJdFEGRWu4%3D&reserved=0
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