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Nedgroup Investments Global Behavioural Fund 

Commentary produced in conjunction with sub-investment manager, Ardevora Asset Management 

Past performance is not indicative of future performance and does not predict future returns. 

 
Source: Morningstar, 1A-Class, *MSCI All Country World Index 

 

Performance overview 

The Fund holds a large number of stocks with small position sizes, this means that individual stock 

contribution, even from our “top picks”, can be quite modest. However, we maintain a strong strike 

rate (we estimate around 60/40) which means we end up with lots of modestly performing good ideas 

spread across the portfolio. 

 

From a performance perspective, the Fund’s Rest-of-World bucket, Japan, and Europe contributed 

positively during the first quarter, whilst North America detracted. The biggest sector winners were 

Communication Services and Health Care on the back of decent stock selection. The biggest 

detractors were Information Technology and Industrials, the drag on performance being a combination 

of stock selection and asset allocation. The portfolio’s structural underweight to mega-caps acted as 

a headwind this quarter, with benchmark mega-caps outperforming other market cap brackets. Growth 

stocks outperformed Value stocks over the three months. 
 

 

 
*Period end weights are shown 

**Excess return is the out / underperformance of the portfolio (NAV basis) relative to the benchmark for the identified period 

Source: Ardevora, Factset. 



 

 
 

Page 3 

 
Source: Ardevora, Factset. 

 

January overview 

Investor sentiment became very gloomy at the end of the third quarter of 2022. After earlier interest 

rate rises, anxiety had shifted to the threat of an impending recession. Analysts usually struggle with 

the onset of recession. Forecast cuts become more common, as CEOs begin to react to softening 

demand and blame their plan misses on “macro” factors. Surprises become increasingly rare. 

 

However, once the prospect of recession becomes accepted, investor sentiment tends to decouple 

from the path of surprise and disappointment. Despite building disappointments during Q4, stocks 

have generally rallied. In January the rally became particularly vigorous. Investors appear increasingly 

willing to look across the valley of recession, for the prospect of recovery. 

 

End-of-year strategy pieces suggest a mild recession is consensus. Inflation is expected to peak and 

decline to 3-4% by the end of the year in the US, to 5-6% in Europe. Interest rates are expected to 

peak in the first quarter of 2023 and decline, as evidence of a recession builds. Bonds are expected 

to be the best investment for 2023. Not much is expected from stocks. 

 

CEO behaviour, except for the tech sector, remains conservative. CEOs generally strike conservative 

plans when they clearly see the prospect of a recession. Most businesses continue to struggle with 

cost inflation, shifting CEO’s attention to efficiency rather than growth. 

 

Four months into the recovery rally, investors will probably need some more cause to be hopeful on 

the arrival of a recovery. Either the tide of disappointment needs to turn soon, or Central Banks and 

Governments need to be concerned more about economic growth (such as avoiding a recession) than 

inflation. This feels precarious to us. 

 

The merry-go-round of macro continues. Recession risk is immediate, inflation is still well above 

targets. Policy responses to the tension between the two are likely to dominate investor sentiment. 

Beneath this, however, are some interesting structural trends. We believe COVID’s effects will be 

long-lasting. Attitudes have changed, priorities have shifted, both in consumption and work. The more 

we reflect on 2020, the more it looks like a strange boom, rather than a recession. However, while the 

inflation-recession battle continues, CEO reactions to these structural changes will tend to be less 

impactful and analyst errors less predictable 
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February overview 

It is getting harder for CEOs to hit their plans, but this comes after an exceptionally easy couple of 

post-COVID recovery years. Despite all the talk of recession, the number of stocks missing forecasts 

is still close to long-term averages and does not look like a global economy teetering into a recession. 

Most of the stocks currently disappointing are either those buffeted by the frequent unpredictable 

short-term swings in commodity prices, or those coping with an uneven path to “normal” following the 

exceptional growth conditions from consumer spending shifts forced by COVID. 

 

All the talk of recession does seem to be keeping CEO behaviour in check in most areas. Analysts’ 

forecasts generally appear to be conservative, especially in areas sensitive to the economy. Since 

October, investors seem to have moved on from recession anxiety, discounted further rises in interest 

rates, and dreamt of the next recovery. February, like December, looks like a bump in this road. 

 

From a geographical point of view, the Fund’s rest-of-World bucket and Europe contributed excess 

returns in February, whilst Japan detracted. North America was relatively flat. Sector excess 

contribution to return came from Communication Services and Consumer Discretionary, with the 

Information Technology and Energy sectors detracting from relative performance. 

 

It feels like we are due a recession, but when? That is far harder to predict. The global economy 

remains robust in the face of rising interest rates, while inflation stays stubbornly high. But CEOs, in 

areas where COVID was more of a bust than a boom, remain conservative. Analysts are sceptical, 

investors less anxious. So, there are stocks out there that can surprise. 

 

March overview 

Since October, investors have grown more hopeful in the prospect of a recovery, though the path of 

anxiety unwind has been bumpy. March was another uncertain month. A market rally at the start of 

the month quickly stuttered following the collapse of SVB and Signature Bank, the second and third 

largest bank failures in history. The market fell and fears of spreading economic instability triggered a 

‘flight to safety’. 

 

Investor anxiety rapidly receded in the second half of the month. Forceful actions by regulators helped 

to rebuild some confidence. Also, paradoxically, the notion of a weaker financial system and tighter 

credit conditions seemed to reignite dreams of the next recovery, given hopes this would bring forward 

a switch in Fed policy. This triggered a risk on rally, and a full recovery of the first half losses. 

 

Despite our structural underweight to some of the mega caps, and preference for more predictable 

business models that tend to lag in a risk on rally, our performance was broadly in line with the market 

during the month, with relative performance boosted by good stock selection in Communication 

Services, and our underweight to Financials. 

 

Many market commentators and analysts are still worried the bank failures in March are early 

symptoms of building systemic risk in the global financial system. Some draw parallels to the Global 

Financial Crisis, showing the capacity for past trauma to act as a powerful anchor point for investors. 

We think the current trauma is very different, and do not see similarities with 2007-2009. Considering 

the current situation with Banks, we think deposit runs are effectively a zero-sum game. Money flows 

out of one bank into others, and net-net, liquidity doesn't leave the system. 
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Despite all the noise over the past month the pattern of analyst forecast errors does not signal the 

global economy is teetering towards a recession. The number of stocks missing forecasts is still well 

within normal ranges and has been relatively stable over the past nine months. 

 

While bottom-up evidence of a global recession remains limited, macro uncertainty remains stubbornly 

high. Market expectations regarding the probability and timing of a possible recession and subsequent 

recovery continues to oscillate. However, investor anxiety continues to lift, and stocks that surprise 

are being rewarded, creating plenty of opportunity. 
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Disclaimer 
 

 

This is a marketing communication. Please refer to the prospectus, the key investor information documents (the KIIDs/ PRIIPS KIDs) 

and the financial statements of Nedgroup Investments Funds plc (the Fund) before making any final investment decisions. 

These documents are available from Nedgroup Investments (IOM) Ltd (the Investment Manager) or via the website: 

www.nedgroupinvestments.com. 

 

This document is of a general nature and intended for information purposes only, it is not intended for distribution to any person or entity 

who is a citizen or resident of any country or other jurisdiction where such distribution, publication or use would be contrary to law or 

regulation.  Whilst the Investment Manager has taken all reasonable steps to ensure that this document is accurate and current at the time 

of publication, we shall accept no responsibility or liability for any inaccuracies, errors or omissions relating to the information and topics 

covered in this document.   

 

The Fund is authorised and regulated in Ireland by the Central Bank of Ireland. The Fund is authorised as a UCITS pursuant to the 

European Communities (Undertakings for Collective Investment in Transferable Securities) Regulations 2011 as amended and as may 

be amended, supplemented, or consolidated from time-to-time and any rules, guidance or notices made by the Central Bank which are 

applicable to the Fund.  The Fund is domiciled in Ireland.  Nedgroup Investment (IOM) Limited (reg no 57917C), the Investment Manager 

and Distributor of the Fund, is licensed by the Isle of Man Financial Services Authority.  The Depositary of the Fund is Citi Depositary 

Services Ireland DAC, 1 North Wall Quay, Dublin 1, Ireland. The Administrator of the Fund is Citibank Europe plc, 1 North Wall Quay, 

Dublin 1, Ireland. 

 

The sub-funds of the Fund (the Sub-Funds) are generally medium to long-term investments and the Investment Manager does not 

guarantee the performance of an investor's investment and even if forecasts about the expected future performance are included the 

investor will carry the investment and market risk, which includes the possibility of losing capital.  

 

The views expressed herein are those of the Investment Manager / Sub-Investment Manager at the time and are subject to change. The 

price of shares may go down as well as up and the price will depend on fluctuations in financial markets outside of the control of the 

Investment Manager.  Costs may increase or decrease as a result of currency and exchange rate fluctuations.  If the currency of a Sub-

Fund is different to the currency of the country in which the investor is resident, the return may increase or decrease as a result of currency 

fluctuations.  Income may fluctuate in accordance with market conditions and taxation arrangements.  As a result an investor may not get 

back the amount invested. Past performance is not indicative of future performance and does not predict future returns. The performance 

data does not take account of the commissions and costs incurred on the issue and redemption of shares.   

Fees are outlined in the relevant Sub-Fund supplement available from the Investment Manager’s website. 

The Sub-Funds are valued using the prices of underlying securities prevailing at 11pm Irish time the business day before the dealing 

date.  Prices are published on the Investment Manager’s website.  A summary of investor rights can be obtained, free of charge at 

www.nedgroupinvestments.com. 

 

Distribution : The prospectus, the supplements, the KIIDs/PRIIPS KIDS, constitution, country specific appendix as well as the annual 

and semi-annual reports may be obtained free of charge from the country representative and the Investment Manager. The Investment 

Manager may decide to terminate the arrangements made for the marketing of its collective investment undertakings in accordance with 

Art 93a of Directive 2009/65/EC and Art 32a of Directive 2011/61/EU. 

 
U.K: Nedgroup Investment Advisors (UK) Limited (reg no 2627187), authorised and regulated by the Financial Conduct Authority, is the 
facilities agent.  The Fund and certain of its sub-funds are recognised in accordance with Section 264 of the Financial Services and Markets 
Act 2000.  
Isle of Man: The Fund has been recognised under para 1 sch 4 of the Collective Investments Schemes Act 2008 of the Isle of Man.  Isle 
of Man investors are not protected by statutory compensation arrangements in respect of the Fund. 

 
 
 

 

NEDGROUP INVESTMENTS CONTACT DETAILS 

Tel:  toll free from South Africa only 0800 999 160  
Email: helpdesk@nedgroupinvestments.com 

For further information on the fund please visit: www.nedgroupinvestments.com 

 

OUR OFFICES ARE LOCATED AT 

First Floor, St Mary’s Court 

20 Hill Street, Douglas 

Isle of Man 

IM1 1EU 

 

Issue Date: 

17 Jan 2023 
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