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Transcription 

Performance Commentary 

So in terms of how the strategy performed over the quarter, it did what you would expect, i.e. the 

markets when they’re strong, we tend to lag and we did again, we underperformed over the 

quarter. But again, when markets are more volatile, the strategy tends to do better, so like 

September, and we outperformed in September when some volatility returned to markets. In terms 

of what was driving that performance over the quarter, well, again, those big tech stocks, the so-

called ‘FAANG’ stocks out there continued to perform well. Two of them breached the trillion 

market-cap dollar level in August, and as you know we can’t own those stocks in the strategy 

because they don’t yield enough in the yield discipline that we adhere to.  

 

Performance was also held back by some of our consumer stocks, so our global conferencing 

company, which has just been through a big merger – there were fears that the CEO was due to 

leave to another company; that’s been unfounded, but that weighed on the share price over that 

period. Our cosmetics and fragrance business, which is going through a big merger, is announcing 

obviously volatile results from one quarter to the next. We had a poor quarter of results and 

therefore that dragged back that stock. And then equally, tobacco continues to be a poor sector and 

continues to drag on performance. But again, as we’ve told you previously, we have massively 

reduced our exposure to tobacco in the strategy, so at least not hurting us as much it could have 

done.  

 

In terms of the positives, our mature tech holdings in the strategy continue to drive strong 

performance pretty much across the board. We had one of them – the mainframe computer 

operator – bid for; we’ve had our semiconductor IP company announce that one of its bids failed in 

China, and therefore it is now buying back its stock – anything up to 40% of its market cap – which it 

has now begun, driving the shares forward. The largest holding in the strategy delivered very good 

results, despite the fact that it is valued as it if it’s never going to grow again, and so therefore 

responded well to that. And finally, outside the mature tech sector, one of our retail companies that 

has had a very difficult last few years of rising inventories and falling margins, finally announced 

that that trend has started to plateau, and this might be the turning point and the shares responded 

very positively to that environment.  

 

Activity Review  

In terms of activity on the strategy, not a lot; we added to that cosmetics and fragrance business on 

the weakness throughout the quarter; and then we finally added a Korean very large electronics 

company, simply because it is a mean-reverting cycle business. We know we are at the top of the 

cycle, we know the memory cycle is certainly going to come down, and yet the valuation of that 

stock is discounting far more than the decline that we think is possible in that cycle this time round, 



 

 

and therefore again we felt the valuation had the right asymmetry of trade to it.  

 

Investment Strategy and Outlook  

In terms of outlook, the reason why I’ve grown a beard is because I’m talking about mountaineering 

a lot at the moment, and the analogy is that most people die on the way down the mountain, rather 

than on the way up – they expend most of their resources, most of their energy, their food, trying 

to reach the summit; they’re unable to survive the descent, and investing is the same. When things 

just keep going up, people take on more and more risk, companies put more and more leverage 

into their business models, extrapolating just one trend is going to happen forever, and therefore 

allow themselves to be much more fragile to any kind of volatility to returns.  

 

We believe that, given that the future is not certain, given that we don’t know what can happen in 

the future you shouldn’t manage money for one outcome, i.e. a continuation of Taylor Swift [‘Shake 

it off’]. There are a range of outcomes that could happen and you need to manage your portfolio for 

those range of outcomes. We think we are more late cycle, we think there’s plenty of evidence 

particularly outside the US that we are already seeing a slowing down in the global economy. The 

tightening cycle is continuing in the US, and ultimately, that too will slow down the US economy, 

and with asset prices at such high levels, there are good questions whether those assets can 

continue to rise in a straight line as they have been doing for large parts of the last few years. And 

so we believe that our underweight to cyclical companies, our underweight to very long duration 

companies because we can’t buy them because of the yield, and also an underweight to highly 

indebted companies, is the right place to be given a range of outcomes that could happen in the 

future, and therefore we feel that valuation is going to become very key over the next year or so, 

with regards to expectations of what companies can deliver to what’s baked into to expectations in 

the valuations today, which are very hopeful of a continuation of perfection and that is a worry, we 

think, for the future and something we need to prepare for. 

This video was filmed on October 10, 2018. 

Past performance is not a guide to future performance. Your capital may be at risk. The value of 

investments and the income from them can fall as well as rise and investors may not get back the 

original amount invested.  

Key Investment Risks 

• There is no guarantee that the strategy will achieve its objective. 

• This strategy invests in global markets which means it is exposed to changes in currency rates 

which could affect the value of the strategy. 

• The strategy may use derivatives to generate returns as well as to reduce costs and/or the 

overall risk of the strategy. Using derivatives can involve a higher level of risk. A small movement 

in the price of an underlying investment may result in a disproportionately large movement in 

the price of the derivative investment. 

• The strategy may invest in emerging markets. These markets have additional risks due to less 

developed market practices. 



 

 

• A fall in the value of a single investment may have a significant impact on the value of the 

strategy because it typically invests in a limited number of investments. 

• The strategy may invest in small companies which may be riskier and less liquid (i.e. harder to 

sell) than large companies. This means that their share prices may have greater fluctuations.  

Investment Performance 
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Newton Global 

Equity Income (gross) 
8.97 11.85 18.67 -1.79 10.36 

Newton Global 

Equity Income (net) 
8.27 11.13 17.90 -2.42 9.65 

MSCI World (NDR) 11.24 18.17 11.36 -5.09 12.20 

The gross performance figures do not reflect the deduction of investment advisory fees. The net-of-

fee returns are calculated by deducting a model investment advisory fee of 0.65% (using the 

maximum investment advisory fee as determined by the investment advisor fees as described in Part 

2 of our Form ADV, which can be found via newtonim.com or obtained upon request) from the 

composite gross-of-fee returns. However, individual fees are applied on an account by account basis. 

The client’s return will be reduced by the advisor fees and any other expenses it may incur in the 

management of its investment advisory account. The MSCI World (NDR) Index is used as a 

comparative index for this strategy. The strategy does not aim to replicate either the composition or 

the performance of the comparative index. 

Source: Newton Global Equity Income strategy, total return, income reinvested, gross and net of fees, in USD, September 

30, 2018. 

 

Important Information 

This is a financial promotion. This video is for institutional investors only. ‘Newton’ and/or the 

“Newton Investment Management” brand refers to the following group of affiliated companies: 

Newton Investment Management Limited, Newton Investment Management (North America) 

Limited (NIMNA Ltd) and Newton Investment Management (North America) LLC (NIMNA LLC). 

NIMNA LLC personnel are supervised persons of NIMNA Ltd and NIMNA LLC does not provide 

investment advice, all of which is conducted by NIMNA Ltd. NIMNA LLC and NIMNA Ltd are the only 

Newton companies to offer services in the US In the UK, NIMNA Ltd is authorized and regulated by 

the Financial Conduct Authority in the conduct of investment business and is a wholly owned 



 

 

subsidiary of The Bank of New York Mellon Corporation. Registered in England no. 2675952. NIMNA 

Ltd is registered as an investment adviser under the Investment Advisers Act of 1940. NIMNA Ltd 

investment business described in Form ADV, Part 1 and 2, which can be obtained from the SEC.gov 

website or obtained upon request. Certain information contained herein is based on outside sources 

believed to be reliable, but their accuracy is not guaranteed. Unless you are notified to the contrary, 

the products and services mentioned are not insured by the FDIC (or by any governmental entity) 

and are not guaranteed by or obligations of The Bank of New York or any of its affiliates. The Bank of 

New York assumes no responsibility for the accuracy or completeness of the above data and 

disclaims all expressed or implied warranties in connection therewith. © 2006 The Bank of New York 

Company, Inc. All rights reserved.  

Personnel of certain of our BNY Mellon affiliates may act as: (i) registered representatives of MBSC 

Securities Corporation (in its capacity as a registered broker-dealer) to offer securities, (ii) officers of 

the Bank of New York Mellon (a New York chartered bank) to offer bank-maintained collective 

investment funds and (iii) associated persons of MBSC Securities Corporation (in its capacity as a 

registered investment adviser) to offer separately managed accounts managed by BNY Mellon 

Investment Management firms. 

This video is for informational purposes and should not be taken as a recommendation to purchase 

any individual securities. Newton closely monitors its positions and may make changes to the 

portfolio’s investment strategy when warranted by changing market conditions. If a security’s 

underlying fundamentals or valuation measures change, Newton will re-evaluate its position and 

may sell part or all of its position. There is no guarantee that, should market conditions repeat, this 

security will perform in the same way in the future. There is no guarantee that the opinions 

expressed herein will be valid beyond the date of this video. There can be no assurance that the 

strategy will continue to hold the same position in companies described herein, and the strategy 

may change any portfolio position at any time. 

Material in this publication is for general information only. The opinions expressed in this video are 

those of Newton and should not be construed as investment advice or recommendations for any 

purchase or sale of any specific security or commodity. Any reference to a specific country or sector 

should not be construed as a recommendation to buy or sell this country or sector. Please note that 

strategy holdings and positioning are subject to change without notice.  

Information about the indices shown here is provided to allow for comparison of the 

performance of the strategy to that of certain well-known and widely recognized indices. 

There is no representation that such index is an appropriate benchmark for such 

comparison. You cannot invest directly in an index and the indices represented do not take 

into account trading commissions and/or other brokerage or custodial costs. The volatility of 



 

 

the indices may be materially different from that of the strategy. In addition, the strategy’s 

holdings may differ substantially from the securities that comprise the indices shown. 


