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

MSCI ACWI ex-US (Net) 2.44% 9.47% 12.71% 7.22% 3.52% 6.32% 4.75% 

MSCI ACWI ex-US Value (Net) 2.96% 8.27% 12.19% 10.42% 2.65% 5.70% 3.70% 

MSCI ACWI (Net) 6.18% 13.93% 16.52% 10.99% 8.10% 9.94% 8.76% 

MSCI ACWI Value (Net) 2.98% 4.25% 9.96% 11.82% 5.16% 7.07% 6.19% 

* Annualized Total Returns as of 06/30/23 

 

International Markets have underperformed the S&P year to date as the rebound in the Growth style 

has favored US stocks.  We think this underperformance is masking an important change that has 

happened since China re-opened, namely that growth in international economies is expected to be 

better than growth in the US.  As you can see in the chart below, the real pivot was in growth rates, and 

it occurred 3 quarters ago.  Recession fears drove the recent lag, and as expectations of a slowdown 

are pushed out, we expect international markets to benefit from that.   

 

July 18, 2023 
Jack White, CFA 

Todd Asset Management 
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Despite early year concerns of a hard landing, followed by some prominent bank failures in March and 

fears of a US debt default, Global economies held together as inflationary pressures appear to be 

easing.  “Soft landing” is a cyclical slowdown in economic growth that avoids a recession, and we are 

meeting that definition.  You don’t have to search very hard to find an angry Market Strategist 

nowadays, because many have been betting on a recession while the economy and market have 

strengthened.  Another recession will happen someday, but markets have changed their expectations 

of when that should occur and are pushing it out much further. 

The Dollar has weakened lately as the expected recession was deferred and it appears the US Fed may 

be nearly finished with their tightening cycle.  Rates are on the rise worldwide at the same time and it 

appears that Japan is considering ending their yield curve control policies.  In many European markets, 

we are seeing inflation rates declining but still higher than central banks are targeting.  Investors seem 

to be embracing the idea that the US Fed will achieve a soft landing.  Interestingly, despite inflation 

rates declining, long bond rates are not declining in most developed markets.  Are developed market 

bond investors demanding a higher premium for longer term bonds now that the Inflation genie has 

gotten out of its bottle?  As investors feel better about the outlook, we have seen many Developed 

Markets challenging new all-time highs or multi-year highs.  Germany, France and Japan are examples 

of this, as rates are normalizing higher.  China has been making halting steps towards stimulus, but it 

appears that the process is going to take longer than most investors expected.  We expect more 

positive developments from the Chinese authorities over the coming quarters.  Other Emerging Markets 

have been under more pressure, but most of them raised rates earlier than other markets.  We 

anticipate they should become more stimulative, sooner than many advanced economies.   

Many of our themes are continuing to play out.  Our overarching theme is that a new capital 

investment cycle is occurring aimed at spending in the “old” economy.   Governments are becoming 

proactive in promoting investment in Semiconductor Chip manufacturing and “Green” investments.   

Governments are pursuing industrial policy and seeking to re-shore supply chains and limit exports of 

advanced manufacturing machinery.  Against this backdrop, employment remains strong in Europe, 

China, the US and Japan.  It would be hard to forecast a recession without employment declining.   Re-

shoring implies that companies (and politicians) are emphasizing security of supply over higher costs.  

This could lead to margin pressures.  The pros should outweigh this over time.  Re-shoring leads to 

employment gains and a larger wage base.  The average age of European plant and equipment is the 

oldest since the 1940s.  A period of reinvestment is needed and welcome.  New facilities should be 

more productive too, something that the developments in Artificial Intelligence can probably provide 

a tailwind to.  We expect spending on development of new energy resources to see continued growth, 

both in green and traditional hydrocarbons, especially if recession fears get pushed out further.  Lastly, 

the world is a more dangerous place than it had been since before the Iron Curtain fell.  Governments 

worldwide are spending more on defense.   

Until a recession becomes a much nearer term worry, we believe international equity markets are 

well positioned.  No scenario is perfect, as there are signs of weaker consumer sales, purchasing 

managers indexes are weaker and commercial real estate is a concern.  Still, the economy is holding up.  

Our signposts for a recession for that will be rising unemployment and a flatter yield curve among other 

things.   
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Factor AnalysisCharts we are sharing with Clients.  

 

 

• Our customary factor 

analysis is presented to the 

left.  The top pane shows 

the three months ending 6-

30-23, while the bottom 

pane shows full year 2022.  

The analysis measures the 

best 100 of our largest 500 

international companies 

and compares it with the 

lowest ranked 100 on each 

factor.   

 

• The most recent quarter 

saw more mixed of factor 

leadership compared to the 

full year 2022.  Where value 

was the strongest factor last 

year, value measures were 

found at both the best 

performers and worst 

performers.    

 

• We believe as the year 

progresses and economies 

avoid recession that 

investors should rotate back 

towards favoring value 

factors.   
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Source:  Bloomberg, William O’Neill + Co. and Todd Asset Management 
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Regional Performance 
 

Emerging Markets, Japan and 
the US were leadership during 
the quarter, for a variety of 
reasons.  As investors edged 
away from recessionary 
forecasts, the outlook for all 
these economies improved.  
Japan is especially notable, as 
that market is near a 33-year 
high.   
 
At the lower end of the 
spectrum, China, Hong Kong, 
Israel and Pacific ex-Japan have 
lagged global indexes.  The slow 
recovery in China is impacting 
most of these, as market 
expectations of stimulus have 
not been met.  We still 
anticipate more stimulative 
measures from China in the 
coming quarters. 
 

Charts We are Sharing With Our Clients 
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Summary 
 
We’ve never seen the consensus call for a recession before, so to hear most of Wall Streets’ best and 
brightest do so earlier this year was a little unnerving.  Consensus calls are often wrong though.  It 
appears this one was as well.  Maybe it was only premature, and there is a recession sometime much 
later.  In any event, it appears the economy is in soft landing territory now.  For as long as that is the 
case, we believe we can be constructive on the stock market.  More importantly, the market can 
broaden out and sustain a healthier balance in the leadership.  The narrow leadership of the last six 
months should give way for a period where more stocks can perform well … if we avoid a recession.  We 
think that is constructive for many of our secular trends and will be keeping you abreast of that in future 
reports.   

 
 
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 

07/18/2023 

MSCI ACWI ex-US (Net) – 282 

MSCI ACWI (Net) – 370 

MSCI ACWI ex-US Value (Net) – 280 

MSCI ACWI Value (Net) - 305 

 
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/

