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Transcription 

Performance Commentary 

The strategy outperformed its benchmark over the quarter and made a positive return in dollar 

terms, as well as a better return than its comparative index. This was driven geographically by some 

strong performance from the positions in the European markets (excluding the UK) and Japan, 

where stock-picking was a significant contributor in both cases, and also in the case of Japan asset 

allocation was positive as well, so we had a lot of the stock positions which we had held in the 

portfolio for some time coming good.  

 

We had good performance within the industrial sector, for example, including some strong returns 

from staffing-related activity in the Japanese market where we continue to see some very tight 

labor markets benefiting stocks within that space. We also saw some ‘growth-ier’ names in the 

portfolio do quite well, including some media stocks within European markets, which benefited 

from exposure to online marketing activity as well as the benefits of having some revenues coming 

in dollars and their debt in euros, as we saw the currencies benefit them in that regard over the 

period. 

 

Activity Review 

The quarter gave us some opportunities to top up some positions in some laggard stocks and take 

profit in some names which had done well.  

 

We had been quite disappointed with the performance of our move into financials, which we made 

at the beginning of the year, and that was primarily due to the election result in Italy, which really 

spooked markets and brought bond yields down to very low levels in the European sovereign 

markets. That was really due to the fact that the Italian incoming government has decided on a very 

ambitious fiscal program, which is going to be very challenging for Italy, which is, let’s not forget, 

the third-largest sovereign bond market in the world. And that led to the market being very 

concerned that the ECB [European Central Bank] would not be able to withdraw monetary stimulus 

at the date which had previously been indicated – towards the end of this year and into 2019 – and 

that meant that bond yields were anchored much lower and that’s very bad for spreads in the 

banking world, so the European banks, which we had added to had been big underperformers. As 

we saw, over the course of the quarter, US Treasury yields start to rise quite aggressively, we felt 

that at some stage that would have a knock-on effect on the rest of the world and bring up yields in 

other markets, so we took the opportunity to increase some of those weightings in the financials 

where the valuations and, in some cases, dividend yields are extremely attractive, even at these 

difficult times of profitability within the banking sector in particular.  

 

We also funded those with reductions in some of the growth names that we talked about, which 



 
 

 

had performed very well, and so the portfolio now has shifted a little bit more in favor of some 

more value-oriented names; we do feel that the market is possibly likely to rotate in that direction 

over the next several quarters.  

 

Investment Strategy and Outlook 

Many things have been bothering markets over the last few quarters and will continue to do so. 

Within the international space they relate primarily to Brexit and to the eurozone, not least Italy. 

Italy, first of all, will be a drag on the ability of the eurozone, firstly to exit from monetary stimulus 

as we’ve mentioned, but also will be a growth drag. It ought to be remembered that in any situation 

where a household or company or government carries excessive amounts of debt, that is effectively 

mortgaging the future, and if one wants have growth it’s okay to mortgage it forward and have it 

now, but you can’t have it twice, and that’s something which I think the market is becoming very 

concerned about, as regards future growth prospects within the eurozone, so we do remain 

underweight despite the fact the valuations are attractive.  

 

As regards Brexit, we are in a stalemate situation. It appears to be increasingly unlikely that there 

will be a satisfactory deal for both sides. There is the possibility of a ‘no deal’. I would caveat that 

with the idea that the European Union does tend to operate on a dramatic last-minute basis, so 

many deals don’t get struck until the 11th hour, and that is something which I think the UK 

government is hoping will be the case, but nonetheless it is going to be very difficult for a deal that 

pleases both the Conservative Party, the European Research Group within the Conservative Party 

here in the UK, and also the Labour Party, which is the opposition party very keen to get back into 

power. So the Brexit situation is very much deadlocked as we speak and we don’t expect to see it 

change significantly over the next few weeks, and maybe next couple of months, but we would 

hope that by March of next year there will be some clarification one way or the other as to what the 

next steps in Brexit are.  

 

The other thing which is very much on the minds of investors is that of the interest-rate 

environment in the US and the rising Treasury yields, and they have already caused a few difficulties 

for markets over the last few weeks and that’s something which we will continue to watch closely, 

and obviously as companies have benefited from a very low cost of capital as bond yields have been 

very low, that is a concern for their profitability and earnings going forward. 

This video was filmed on October 18, 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 international 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 International 

Equity (gross) 
4.43 16.43 5.03 -4.96 4.66 

Newton International 

Equity (net) 
3.75 15.68 4.35 -5.57 3.99 

MSCI EAFE (NDR) 2.74 19.10 6.52 -8.66 4.25 

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 EAFE (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 International Equity 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 U.S. 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 presentation. 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.  


