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Dear Investor, 

 

The Altrinsic Global Equity portfolio declined 1.6% (-1.8% net) during the third quarter, as measured in US 

dollars, compared with declines of 3.5% and 3.4% for the MSCI World and MSCI All Country World indices, 

respectively.i  Outperformance came amid volatility in stock, bond, currency, and commodity markets, as 

markets and economies are grappling with an environment transitioning from one flooded with free money 

to one of rising nominal and real interest rates.  This transition, coupled with significant uncertainty around 

growth, inflation, regulation, technology competition, and government policy, contributes to elevated risk in 

markets.  We believe these factors should support a broadening out in markets with greater attention paid to 

quality, valuation, and risk. 

   

Performance Review and Investment Activity 

Investments in the technology, financials, and communication services sectors were the primary sources of 

our outperformance during the third quarter.  In technology, New Relic agreed to an all cash takeover offer 

from private equity, and Check Point Software smartly deployed some of its significant cash reserves by 

acquiring a cybersecurity business that further improves its competitive position in a fast-growing area of the 

market, highlighting management’s commitment to accelerating topline growth.  Notable positive attribution 

in financials came from Chubb, Everest Group (formerly Everest Re), and Sumitomo Mitsui Trust, which all 

benefitted from a reappraisal of risk and growth prospects in the markets they serve and stand to benefit 

from higher rates.  US cable businesses Charter Communications and Comcast drove our outperformance in 

communication services.  Increased confidence that each company’s cable broadband revenues can continue 

to deliver growth, despite increased competition from fiber and fixed wireless access, benefitted the 

companies.  Additionally, both companies’ recently launched wireless businesses continue to scale faster than 

expectations. 

 

The consumer staples, industrials, and materials industries were the primary sources of negative attribution.  

Within consumer staples, Heineken’s sales and profits were negatively impacted by slowing growth in 

Vietnam, one of the company’s most profitable markets.  Rather than slow spending in distribution and 

marketing, Heineken chose to continue investing ahead of an eventual recovery.  We expect the company to 

be well positioned when this occurs, as Heineken is the premier beer in Vietnam (and dozens of other 

countries).  RTX drove underperformance in the industrials sector after issuing a recall of its GTF engine to 



 

inspect for possible metal contaminants, delaying the expected profits for the engine's ramp up.  The engine's 

superior technology remains intact, however, and RTX's position in the duopolistic engine market creates 

ample opportunity for the company to satisfy the airline industry's need for new aircraft capacity.  In 

materials, Akzo Nobel was a notable laggard as it faced concerns over weak volume demand in key markets 

and higher oil prices.  Akzo has successfully raised prices to offset input cost pressures, and its new CEO 

Greg Guillaume is targeting lower fixed costs.  Upside optionality remains for volumes to recover off a 

severely depressed level.  

  

Investment activity was robust, as we initiated positions in Ashland Inc., Sony Corporation, and Suzuki 

Motor Corporation and eliminated positions in Japan Exchange Group and Fidelity National Information 

Services.   

  

Ashland, Inc. is a global specialty additives and ingredients company serving pharmaceutical, consumer, and 

industrial customers.  CEO Guillermo Novo divested a number of divisions, brought in new division heads, 

and shifted focus to consumer markets where the company can add value through innovation.  Improved 

operating and financial performance have re-rated the shares, but they still trade at an attractive 50% discount 

to peers.  We believe this discount will narrow as strategic initiatives improve its organic growth profile. 

 

Sony is a Japanese conglomerate with strong global franchises in gaming, music, film, and image sensing.  The 

company has dramatically improved its business in recent years by shedding poor return assets, expanding 

recurring revenue in its high quality gaming and music segments, and operating with increased cost discipline 

and accountability.  We see attractive growth opportunities in gaming monetization, increased music 

streaming adoption, and further digital camera penetration.  

  

Suzuki is a Japan-based global auto manufacturer with strong market positions in Japan, India, and several 

emerging markets countries.  After a period of record-high raw material costs, depressed auto demand, and 

market share pressures in India, profits are set to rebound.  Avenues for further growth include normalization 

of auto demand in Japan and rising penetration throughout the emerging world.  Net cash on the balance 

sheet provides optionality should internal or external investment opportunities arise.   

  

We sold Japan Exchange after a period of rising cost pressures and poor market data monetization.  Despite 

the poor fundamental performance, the shares rallied sharply amid robust trading activity and reached our 

intrinsic value.  For these reasons, we sold the shares in favor of other ideas.   

 

We sold Fidelity National Information Services shares as its payment processing business performed worse 

than our expectations.  The company eventually sold a majority of the payment processing business to private 

equity but we lost confidence in management's ability to create value in the rest of the business.  We sold the 

shares in favor more compelling opportunities elsewhere. 

 

  



 

Perspectives 

TINA, Crowding Out, and a Delayed Response   

For several years, major central banks flooded markets with liquidity while authorities simultaneously 

embraced measures that suppressed interest rates near zero, or negative in many cases.  Investors were 

motivated to move out the risk curve with a view that there is no alternative ("TINA").  Is anyone surprised 

that excesses emerged in many areas (SPACs, MEME stocks, crypto, profitless tech, etc.)?  Largely in 

response to inflationary pressures and indications that inflation will likely persist, both policy- and market-

determined interest rates have spiked suddenly and aggressively.  Now, there IS an alternative; investors can 

capture attractive risk-free rates and positive inflation-adjusted returns for the first time in years.  This has 

broad implications for economies and markets.   

  

Charts 1-4 illustrate the long-term trend in nominal bond yields in the US, UK, Germany, and Japan.  At a 

fundamental economic level, the move higher in yields, coupled with bourgeoning fiscal deficits, increases 

government spending on interest.  Ultimately, this "crowds out" money that could otherwise go to productive 

investments (infrastructure, services) or to lower taxes – and it typically reduces growth potential.  

 

 
 

These conditions also result in a reappraisal of equity risk premiums, making investors less likely to buy into 

"stories” without supportive underlying fundamentals.  Such transitions have often coincided with market 

dislocations. It is no coincidence that speculative assets and commercial real estate have been under 

significant pressure.  While the impact of this aggressive tightening on global economic activity and corporate 

earnings has been less immediate than in previous economic cycles, it is underway.   

Transitioning From “TINA” to “TIAA” – Wide Ranging Implications

As of 09/30/23; Source: FactSet Economics
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Chart 1. US 10-Year Bond Yield 
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Chart 2. Germany 10-Year Bond Yield 
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Chart 3. UK 10-Year Bond Yield 
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Chart 4. Japan 10-Year Bond Yield 
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A major source of the delayed response is pandemic-related fiscal transfers directly to individuals that boosted 

savings and then consumption.  The pent up savings are now largely depleted.  Perhaps less well recognized, 

but of great significance, is the structure of business and consumer debt in various nations.  The impact of 

central bank policy in Europe has been more immediate than in the US due to Europe’s dependence on 

external energy sources and the structure of its debt, which is more dominated by floating rate instruments 

than in the US.  According to Deutsche Bank research, roughly 70% of Eurozone business debt is bank-

based and therefore far more likely to be variable rate, versus only about 25% in the US.  US business debt is 

more likely to be fixed and financed via investment-grade and high-yield bond markets.  Similarly, US 

household debt is more long-term and fixed rate compared with that in Europe (and most other developed 

markets).  Regardless, the impact has simply been delayed – not eliminated – and is starting to flow through 

in economic and earnings results.  

 

Even after this quarter’s drawdown, we believe corporate earnings risk is not properly reflected in the 

valuation of many companies, particularly those in more cyclical industries.  Instead of suffering from higher 

input costs during the ramp-up in inflation, these companies have actually benefitted, as they used higher 

costs to justify higher prices – and customers were willing to pay.  For some companies with weak corporate 

discipline and/or less robust market positions, this dynamic is eroding, exposing risks of slowing volumes and 

weakening pricing power, hurting margins and profits.  

  

Pockets of excess still exist in many areas, but we are finding attractive investment opportunities.  At the 

broadest level, the most compelling are in non-US companies, areas outside of large cap tech companies, and 

less cyclical industries. 

 

The International Opportunity: More than Just Value 

We are not the first to highlight the investment appeal of non-US stocks.  Many simply point to the 

significant valuation gap and extended nature of global market dominance by a small number of large US 

growth stocks.  We certainly share that view but believe the opportunity goes well beyond the simplistic 

perspective; there is also a fundamental case.   

  

The most attractive companies today broadly fall into one or more of a few major categories: leading 

multinational compounders; innovation embracers going from good to great; emerging market growth 

beneficiaries; and shareholder value drivers.   

  

I) Leading Global Franchises that Compound Value 

Many international 

companies are dynamic, 

high-quality multinationals 

with scope to grow outside 

of their home markets and 

compound returns.  

Investors often misperceive 

international equities as 

sleepy, slow-growth, 

domestic franchises.  

However, while 88% of 

developed market equities 
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are headquartered in Japan 

and Europe, these regions 

account for only about 45% 

of economic exposure, as 

measured by sales (Chart 5).  

Diversified regional exposure 

provides a margin of safety 

should macro forces diverge.  

The growth profiles and 

brand strength of 

international companies are 

also often underappreciated.  

International equities grew 

free cash flow per share at a comparable rate to the US over the last decade (Chart 6), and half of the 

companies on Interbrand’s Top 100 Global Brands list are international businesses, including Samsung, 

Toyota, Mercedes-Benz, Louis-Vuitton, SAP, and Sony.  

 

II) Innovation and Business Transformation is Taking Many Companies from Good to Great  

International markets also feature companies going from “Good to Great,” a term coined in the famous 

book by Jim Collins.  Like many American corporations, these international companies1 are 

incorporating technology and innovation to boost growth, reduce costs, and improve customer service 

and retention.  For example: 

 

 Siemens, a Germany-based global industrial company, has steadily shifted away from low-tech 
capital goods to become a leader in software and smart infrastructure, providing important products 
that will improve automation and digitization for its customers. 

 Check Point, an Israel-based leader in security software, is utilizing innovative new products to 
reduce customer security risks and boost its free cash flow margins. 

 Samsung, a Korean leader in memory products used in a range of technologies, is a key enabler of 
AI. The company has invested heavily in manufacturing technology, further boosting its competitive 
advantages. 

 Under a new CEO, leading consumer brand Nestlé is utilizing technology and science to benefit 
consumers and its bottom line.  Over the past five years, Nestlé has reduced product time-to-market 
by 60% and sugar usage by 50% and boosted coffee yields by 50% through drought-resistant 
technology. 

 The pharmaceutical industry, including Novartis and Sanofi, is benefitting from improved data and 
analytics augmented by AI.  McKinsey estimates that AI can boost pharma efficiency (and profits) by 
over 20% through improving drug discovery, customer documentation, and commercial content 
creation. 

 BBVA, which operates a leading Mexican and Spanish banking arm, has invested heavily in digital 

infrastructure, which is just starting to bear fruit.  Nearly two-thirds of its sales are now through 

digital channels, and the company has doubled its ROE in just five years.   

 

                                                           
1 The securities identified in this letter are not necessarily held by Altrinsic Global Advisors, LLC for all client portfolios, and should not be considered 
a recommendation or solicitation to purchase or sell this security. It should not be assumed that any investment in this security was, or will be, 
profitable. Please see Important Considerations and Assumptions at the end of this letter for important additional disclosures. 
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III) Growth from Emerging Markets  

International equities provide access to attractive growth trends in emerging markets, both directly and 

through multinational companies domiciled in developed markets.  EM is not just China.  The long-

term growth outlook in many emerging countries remains attractive given a young and growing 

population, low penetration across a range of products and services, and opportunities to expand 

financial services (Table 1).   

 

Emerging markets’ monetary policy has also been far more proactive, given a well-earned healthy fear of 

inflation.  The average EM inflation rate is only 3.5%2, lower than the US, but EM short-term interest 

rates remain quite high.  The most extreme case is Brazil, where interest rates are 13% despite a mid-

single-digit inflation rate. 

 

IV) Improving Shareholder Returns, including Dividends and Buybacks  

International corporate leverage is now at multi-decade lows3, reducing risks but pressuring ROE.  

Stronger balance sheets are often a precursor to improved cash returns to shareholders (Chart 7).  The 

average international company has 

increased its combined dividends and share 

buybacks by 150%4 over the last decade 

alone, and international equity dividend 

yields are now twice those of the US.  

Increased investor activism across 

international markets, particularly in Japan, 

should help unlock more value for 

shareholders.  According to Nomura 

Research5, there were nearly 20 times the 

number of activist investor campaigns in 

Japan in 2022 than in 2012.   

 

Japan is particularly notable given the long overdue increase in focus on shareholders.  After several 

false starts, Japanese corporates are increasingly focusing on financial efficiency metrics.  Roughly 25% 

of Japanese companies6 are trading below book value per share, and over 50% have net cash on their 

balance sheets7, providing “low hanging fruit” for investors as more companies improve profit margins 

and capital allocation.  That said, there are plenty of value traps as well, bringing to mind the old Russian 

proverb “trust, but verify.” 

 

                                                           
2 Source: FactSet.  As of 08/31/23.  Based on India, Brazil, South Korea, Mexico, Indonesia, Thailand, South Africa, and China. 
3 Source: MSCI.  As of 06/30/23.  Based on MSCI EAFE Net Debt to EBITDA and Interest Coverage (EBITDA/Interest Expense). 
4 Source: FactSet.  As of 12/31/22.  Based on the median of nearly 800 international companies. 
5 Source: Nomura Research, “Revisit Japan,” 07/06/23. 
6 Source: FactSet.  As of 09/14/23.  Based on 213 listed Japanese stocks. 
7 Source: JP Morgan Equity Strategy, 08/14/23. 
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EM 62 261 6 11 49 (5) 66

USA 82 908 19 17 74 (6) 122
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Table 1. Emerging Markets vs. USA
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Summary 

Transitions underway in policy and interest rate regimes combined with scope for earnings disappointments 

after a period of excess warrant a heightened degree of prudence and risk management. We see the greatest 

value in less crowded areas of the public equity markets amid companies with their own specific growth 

drivers supporting our investment theses.  The result is a concentrated portfolio meaningfully different from 

benchmarks, with below market risk (as defined by beta).  We will continue to be prudent while seeking to be 

opportunistic as long-term opportunities emerge.  Please contact us if you would like to discuss these or other 

matters in greater detail.  Thank you for your interest in Altrinsic. 

 

Sincerely,  

 

John Hock 

John DeVita 

Rich McCormick 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
i Performance is presented gross and net of management fees for the composite and includes the reinvestment of all income.  Gross returns will be 
reduced by investment advisory fees and other expenses that may be incurred in the management of the account.  Net of fee performance was 
calculated using the highest applicable annual management fee of 0.85% applied monthly.  Policies for valuing investments, calculating performance, 
and preparing GIPS reports are available upon request.  Past performance is not indicative of future results.  The outlook and opportunities noted 
throughout this letter are the opinions of Altrinsic as of the date of this letter.  There is no guarantee that we will be successful in implementing 
investment strategies that take advantage of such perceived opportunities or that any investment in the securities discussed will be profitable.  Please 
see Important Considerations and Assumptions at the end of this letter for additional disclosures.  Data sourced from FactSet, MSCI, and Altrinsic 
research. 

                                                           



GIPS Report – Altrinsic Global Equity Composite

T o ta l F irm

Year A ssets USD % o f F irm N umber o f M SC I Wo rld
C o mpo site  
D ispers io n C o mpo site M SC I Wo rld

to  D ate (millio ns) (millio ns) A ssets A cco unts Gro ss N et (N et ) (Gro ss) (Gro ss) (N et )

2023 Q2 8,826 392 4% Five o r fewer 5.80% 5.35% 15.09% N.A.1 15.91% 17.61%

2022 8,440 410 5% Five or fewer -5.99% -6.79% -18.14% N.A.1 18.61% 20.43%

2021 10,533 618 6% Five or fewer 16.36% 15.39% 21.82% N.A.1 16.75% 17.06%

2020 8,763 691 8% 6 3.56% 2.68% 15.90% N.A.1 16.98% 18.27%

2019 7,397 808 11% 7 24.51% 23.47% 27.67% N.A.1 9.81% 11.14%

2018 6,284 650 10% 6 -6.11% -6.90% -8.71% N.A.1 9.66% 10.38%

2017 7,259 1,153 16% 7 16.71% 15.74% 22.40% 0.25% 9.92% 10.23%

2016 7,107 1,116 16% 8 11.91% 10.98% 7.51% 0.24% 10.82% 10.92%

2015 8,927 1,523 17% 13 -0.97% -1.81% -0.87% 0.16% 10.78% 10.80%

2014 11,656 2,295 20% 18 2.37% 1.51% 4.94% 0.19% 11.00% 10.23%

2013 14,261 3,069 22% 20 24.40% 23.37% 26.68% 0.29% 13.53% 13.54%

2012 12,586 3,128 25% 21 12.95% 12.00% 15.83% 0.32% 16.37% 16.74%

2011 10,683 2,361 22% 18 -5.49% -6.29% -5.54% 0.30% 18.85% 20.15%

2010 10,621 2,087 20% 12 13.55% 12.60% 11.76% 0.35% 22.52% 23.72%

2009 9,278 1,524 16% 10 29.80% 28.72% 29.99% 0.42% 20.24% 21.40%

2008 5,537 1,553 28% 13 -32.19% -32.78% -40.71% 0.27% 16.34% 17.02%

2007 7,582 2,437 32% 17 1.17% 0.31% 9.04% 0.30% 8.26% 8.10%

2006 5,574 1,918 34% 16 17.02% 16.04% 20.06% 0.08% 8.05% 7.64%

2005 2,563 321 13% 8 8.61% 7.70% 9.49% N.A.1 10.82% 9.66%

2004 1,603 242 15% Five or fewer 19.48% 18.60% 14.72% N.A.1 14.29% 14.74%

2003 871 162 19% Five or fewer 46.75% 45.69% 33.10% N.A.1 15.80% 17.46%

2002 561 77 14% Five or fewer -12.51% -13.17% -19.88% N.A.1 N.A. N.A.

2001 491 135 28% Five or fewer -10.15% -10.83% -16.82% N.A.1 N.A. N.A.

2000* 520 175 34% Five or fewer -0.87% -1.24% -10.91% N.A.1 N.A. N.A.
N.A. - Information is not statistically meaningful due to  an insufficient period of time.
N.A.1 - Information is not statistically meaningful due to an insufficient number of portfo lios in the composite for the entire year.
*Results shown for the year 2000 represent partial period performance from July 1, 2000 through December 31, 2000. The composite inception date is 1 July 2000.

The investment management fee schedule is 0.85% on the first $25 million, 0.60% on the next $50 million, and 0.50% on the remainder. Some accounts
may pay incentive fees. Actual investment advisory fees incurred by c lients may vary. 

The Altrinsic Global Equity Composite was created January 1, 2004. Performance presented prior to December 8, 2000 occurred while the Portfolio
Manager was affiliated with a prior firm and the Portfolio Manager was the only individual responsible for selecting the securities to buy and sell. 

GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of
the content contained herein.

Altrinsic Global Equity Composite is a diversified (60 - 100 holdings), bottom- up, fundamental, value oriented, Global, all cap portfolio, benchmarked to the
MSCI World (Net) Index (accounts have the ability to invest in 144A stocks). The MSCI World Index is a free float- adjusted market capitalization weighted
index that is designed to measure the equity market performance of developed markets. Portfolios in the composite may invest in countries that are not in
the MSCI World (Net) Index. Additional information is available upon request. The minimum account size for this composite is $5 million. Prior to January 1,
2004, the minimum account size for this composite was $10 million. Returns inc lude the effect of foreign currency exchange rates. Prior to April 1, 2006 the
exchange rate source of the composite was Bloomberg 4pm New York c lose and the exchange rate source of the benchmark was WM Reuters 4pm
London c lose.

Altrinsic Global Advisors, LLC claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report
in compliance with the GIPS Standards. Altrinsic Global Advisors, LLC has been independently verified for the periods from December 8, 2000 through
December 31, 2022.

A firm that c laims compliance with the GIPS standards must establish polic ies and procedures for complying with all the applicable requirements of the GIPS 
standards. Verification provides assurance on whether the firm's polic ies and procedures related to composite and pooled fund maintenance, as well as
the calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been implemented on 
a firm- wide basis. The Altrinsic Global Equity Composite has had a performance examination for the periods beginning December 8, 2000 through
December 31, 2022. The verification and performance examination reports are available upon request. 

Altrinsic Global Advisors, LLC is a registered investment adviser. A list of all composite and pooled fund investment strategies offered by the firm, with a
description of each strategy, is available upon request. The type of portfolios in which each strategy is available (segregated account, limited distribution
pooled fund, or broad distribution pooled fund) is indicated in the description of each strategy.

Results are based on fully discretionary accounts under management, inc luding those accounts no longer with the firm. Beginning July 1, 2005, composite
policy requires the temporary removal of any portfolio incurring a client initiated significant cash inflow or outflow of at least 40% of portfolio assets. The
temporary removal of such an account occurs at the beginning of the month in which the significant cash flow occurs and the account re- enters the
composite after the first full month under management if fully invested. Additional information regarding the treatment of significant cash flows is available
upon request. Composite performance is presented net of foreign withholding taxes on dividends, interest income, and capital gains. Withholding taxes
may vary according to the investor's domicile. The MSCIWorld (Net) Index deducts withholding tax by applying the maximum rate of the company's country
of incorporation applicable to non- resident institutional investors. The normal characteristics of the transactions in the Altrinsic Global Equity Composite
include the purchase and sale of forward currency contracts using a foreign exchange credit line(s) secured by the underlying assets. Past performance is
not indicative of future results. 

The US dollar is the currency used to express performance. Returns are presented gross and net of management fees and inc lude the reinvestment of all
income. Gross returns will be reduced by investment advisory fees and other expenses that may be incurred in the management of the account. Net of fee
performance was calculated using the highest applicable annual management fee of 0.85% applied monthly. Prior to January 1, 2005 the highest
management fee applied was 0.75%. The annual composite dispersion is an asset- weighted standard deviation calculated for the accounts in the
composite the entire year. Policies for valuing investments, calculating performance, and preparing GIPS Reports are available upon request.
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