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Europe Still Leading 
TAM International Q1 2023 Review and Outlook Chartbook 

 

 1Q 2023 1 Year 3 Year* 5 Year* 7 Year* 10 Year* 

MSCI ACWI ex-US (Net) 6.9% -5.1% 11.8% 2.5% 5.9% 4.2% 

MSCI ACWI ex-US Value (Net) 5.2% -4.0% 13.8% 1.3% 5.0% 3.1% 

MSCI ACWI (Net) 7.3% -7.4% 15.4% 6.9% 9.2% 8.1% 

MSCI ACWI Value (Net) 1.2% -5.5% 15.2% 4.3% 6.8% 5.9% 

* Annualized Total Returns at 3/31/23   

 

International Markets performed well during Q1 2023 with the ACWI ex-US nearly matching the S&P 

surge.  Europe (+8.8% Q1/+4.5% TTM) led and outperformed the S&P 500 (+7.5% Q1/-7.8% TTM) during 

the quarter and trailing twelve months.  Growth rebounded to beat value.  Leadership was broader for 

international stocks as the top ten performers only amounted 25% of the ACWI ex-US gain compared to 

90% for the top ten in the S&P. That’s an underlying sign of health that we think bodes well for investing 

in that region. 

 

April 17, 2023 
Jack White, CFA 

Todd Asset Management 
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Major points to Note. 

• Investor sentiment swung dramatically in the quarter.  It came into the year anticipating a hard 

landing but shifted to a soft landing in January (after earnings season), no landing in February 

and back to a hard landing by the end of March.  Stocks were resilient, and rates declined. 

• China is still reopening and looking to boost growth.  They ended their multi-year regulatory 

crackdown on technology names and eased property restrictions.  Consumption recovered in 

the beginning of the quarter, and their PMIs surged into February.   

• March saw fear re-emerge (and rates decline) as several crypto and VC lending regional banks in 

the US and Credit Suisse in Europe failed.  Sentiment has begun to recover after the failures, and 

investors appear to view them as contained and one-off events.   

•  Inflation remained elevated in the US and Europe, but it is declining from prior peaks. Investors 

believe the tightening cycle is almost over, though both the US (+25 BPs) and Europe (+50BPs) 

raised rates in March despite the bank failures.   

Investor sentiment has been volatile and moved quickly between extremes.  Still, markets are resilient 

and acting better than many of the bearish analysts had predicted.  For us, this reinforces the thought 

that we are probably in a trading range until the tug of war between recession fears and soft-landing 

hopes are resolved.  Don’t get too bullish near the top of the trading range nor too bearish at the 

bottom of the range.  Remember, at the bottom end of the range, a moderate recession is already 

priced in.  We remain constructive on our major themes and are interested to see how first quarter 

results impact their outlooks.  We believe a capital cycle is unfolding, and years of underinvestment in 

old economy type companies needs to be fixed.  There is little spare capacity in energy and other raw 

materials.   China is re-opening and assuming the rest of the world avoids recession for now, prices are 

poised to work higher.     Investment is needed for infrastructure spending, re-shoring manufacturing 

investments, new- green energy initiatives, Commodities production, and last (but not least) defense 

spending.  This investment spending needs to be financed, so banks should benefit from that, especially 

if upward pressure on rates allows for higher net interest margins.  Investors worry that deposit rates 

are likely to increase, so we will be watching the upcoming earnings reports for guidance on that front. 

As we look forward, we believe there are few excesses in the consumer or corporate balance sheets.  

You can point to some areas of speculative technology and real estate (offices and retail) as having 

overinvestment.  Deep recessions usually are driven by a wide swath of consumers and companies over 

levered to housing or capital or real estate.  We are not seeing that now.  Higher rates have led to higher 

recession risk (and bank risk), but if we resolve the recession/soft landing debate and get into a 

recovery next year, the outlook for equities should be good after that.  Until then, a trading range with 

rotation towards value is our base case, and international stocks should do well in that environment.    

Factor Analysis 

The first quarter saw a countertrend recovery rally in growth names early this year.  Quality, growth, 

and expensive stocks did well during the quarter.  Over the past 12 months, leading factors had more of 

a value flavor.   We believe this countertrend rally is likely nearly spent, and that the value and old-

economy stocks that led last year are likely to reassert themselves.  Europe and China are likely to see 

expansions, which should help rates to remain higher than expected and allow the leaders of last year to 

re-emerge.  
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Charts we are sharing with Clients. 
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Current Situation: 

Investors seem to be warming up to international investing, something that we think makes sense.  We 

believe the recent reprieve that growth stocks have seen is a rally within a secular bear market.  

Earnings season will probably give us a good read on fundamental trends within the market.  Europe is 

expected to have better earnings trend than the US and Asia, something that should increase investor 

interest in those markets.  Many strategists are very bearish on economic prospects globally.  We 

believe economic growth in international markets is probably poised to improve as China reopens 

their economy.  Until the US and European recession questions are resolved, markets probably track 

sideways in a range. Higher rates have led to higher recession risk (and bank risk), but if we resolve the 

recession/soft landing debate and get into a recovery next year, the outlook for equities should be 

good after that.  Until then, a trading range with rotation towards value is our base case, and 

international stocks should do well in that environment.    

 As always, if you need any additional information, please feel free to contact any of us. 
 
Curt Scott, CFA 

Jack White, CFA 

Jack Holden CFA 

Shaun Siers, CFA 

04/17/2023 

MSCI ACWI ex-US (Net) – 305 

MSCI ACWI (Net) – 345 

MSCI ACWI ex-US Value (Net) – 297 

MSCI ACWI Value (Net) - 169  

 
This publication has been distributed for informational purposes only and should not be considered as investment advice or a 

recommendation of any particular security, strategy, or investment product.  Past performance does not provide any guarantee of 

future performance, and one should not rely on performance as an indication of future performance.  There is no guarantee that a 

particular investment strategy will work under all market conditions. Investments involve varying degrees of risk, and there can be no 

assurance that investing in equity market is suitable for everyone’s investment portfolio.  Commentary may contain subjective 

judgements and assumptions subject to change without notice.  Commentary is based on information as of the period covered by this 

publication.  There can be no assurance that developments will transpire as forecast.  Information contained herein has been obtained 

from sources believed to be reliable but not guaranteed.  No part of this publication may be reproduced in any form, or referred to in 

any other publication, without express written permission of Todd Asset Management LLC. © 2023. 

 
 
Refer to the following page for more information on the commentary presented.  This is pertinent to this letter and should not 
be reproduced or duplicated without this disclosure. 
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The indexes are unmanaged, and not available for direct investment; they include reinvestment of dividends; they do 

not reflect management fees or transaction costs. 

MSCI ACWI ex-U.S. (net) Index is a float-adjusted market capitalization index that is designed to measure the combined 
equity market performance of developed and emerging market countries excluding the United States. The ACWI ex-U.S. 
includes both developed and emerging markets. For investors who benchmark their U.S. and international stocks 
separately, this index provides a way to monitor international exposure apart from U.S. investments.  The Net Index takes 
into account the impact of foreign tax withholdings on dividend income. 

 
MSCI ACWI (net) Index is a float-adjusted market capitalization index that is designed to measure the equity market 
performance of developed and emerging markets.   

 
MSCI ACWI ex-U.S. Value (net) Index captures large and mid-cap securities exhibiting overall value style characteristics 
across 22 Developed and 26 Emerging Markets countries. The value investment style characteristics for index 
construction are defined using three variables: book value to price, 12-month forward earnings to price and dividend 
yield. 

MSCI ACWI Value (net) Index  is a float-adjusted index of securities exhibiting overall value style characteristics across 
both developed and emerging markets. The value investment style characteristics for index construction are defined 
using three variables: book value to price, 12-month forward earnings to price and dividend yield. The net index considers 
the impact of tax withholdings on dividend income. 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated 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 crediting 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). 

 

 

http://www.msci.com/



