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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 

 
July overview 
June was one of the single worst months of the decade. Investor anxiety was extreme by the end of the month. 
While many of the sources for anxiety may be correct, the intensity of anxiety felt unsustainable. Many of the 
stocks which performed the worst in June were the best performing in July, regardless of their stock specific 
news. 

We have been flattening the portfolio’s macro-factor differences from the benchmark to reflect the highly 
unpredictable environment. This has helped us stay with the short-term rally in July. Our stock selection was 
generally good, helping offset a drag from our natural underweight to attractive mega-caps. 

Our Rest of World bucket and Japan contributed excess returns this month whilst North America and to a lesser 
extent Europe marginally detracted. Sector excess contribution to return this month came largely from 
Communication Services and Health Care. Relative sector detractors this month were led by Information 
Technology and Consumer Discretionary. 

Our bottom-up analysis of error and bias tells us the risks from a recession are building fast. The debate is 
rapidly moving on from “will we have a recession?” to “how long and how deep will a recession be?”. It feels 
safest to position the portfolios conservatively relative to our benchmarks, while continuing to hunt for evidence 
of bottom-up bias where, and when, it cuts through the top-down macro noise. There appears to be plenty of 
potential sources of bias around, and we are finding no shortage of opportunity. 

 
August overview 
August was another month dominated by investors’ top-down views on the path of inflation and the likelihood of 
a recession. June began with a burst of optimism but flipped on the combination of weaker employment data 
and persistently hawkish messaging from the Fed on inflation. Stocks were highly volatile intra-month. 

We have been expecting macro views to dominate investor behaviour for the time being, and to swing wildly, so 
we flattened the portfolio’s macro-factor differences from the benchmark in July. This approach helped reduce 
portfolio volatility in August, despite the strong reversal. Stock selection was also good, and we got a slight lift 
from our natural underweight to Mega Caps. 

During 2021 almost any business, no matter how well or badly run, could surprise. 2022 is developing differently. 
Inflation remains stubbornly high, presenting a policy problem for Central Banks. Within two years of the deepest 
post-war recession, in 2020, we may be on the brink of another recession in 2022. This is unusual. Since 1985, 
recessions have been separated by long periods of reasonably predictable prosperity. 

We don’t enjoy periods when macro unpredictability dominates. A recession followed by a boom, immediately 
followed by another recession can take away the importance of individual CEO behaviour on stock prices. 
However, recessions ultimately present us opportunities in two ways. Firstly, they tend to frighten CEOs, forcing 
them to curtail previously deluded or unrealistic growth plans. Secondly, they tend to frighten investors and 
analysts, driving scepticism and doubt about businesses previously considered safe or “good”. 

Currently we have an odd mix of new ideas. On the one hand our process guides us to conservative business 
models, with easy-to execute plans, regardless of the macro. When recession risk is building it is usually right 
to lean into stocks with the often-undervalued property of predictability. On the other hand, we see some 



 

 
 

Page 3 

potentially interesting pockets of opportunity where doubt and anxiety amongst investors and analysts is most 
extreme. Some have emerged among the early winners from COVID, who are now struggling to find a normal 
level of demand. 

We think there are enough pockets of extreme investor anxiety, and signs of CEO contrition, to buy small 
positions in a few of the now less-loved growth stocks, but we are treading carefully. While CEOs of software 
and eCommerce businesses are becoming more realistic, optimism is generally still high. Investors may have 
swung from wild optimism towards doubt and fear, but analysts still tend to anchor on the period of unusually 
high growth (and valuations) of 2019-2021. We remember how long it took for the excesses of the TMT bubble 
to work through. 

 

September overview 
In September we continued to see a lot of top-down influence on stock prices. Markets were down on the month, 
as stubbornly higher-than-expected inflation and rate hikes by the Fed continued to erode lingering hope 
amongst investors that the US might avoid a recession. When wild, difficult-to-predict top-down factors dominate 
investor sentiment, we aim to flatten our exposure to factors that could swamp good stock-picking. This worked 
well for us last month and good stock selection drove our performance. 

North America, Europe and our Rest of World bucket contributed excess returns this month whilst Japan 
marginally detracted. Sector excess contribution to return came largely from Financials and Communication 
Services, with relative sector detractors being Materials and Health Care. The proportion in growth and value 
shifts depending on the environment and opportunity set, as per below chart we have maintained our tilt towards 
value overgrowth. 

Inflation remains stubbornly high, presenting a policy problem for Central Banks. We don’t enjoy periods when 
macro unpredictability dominates as it can crowd out the impact of unusual management behaviour on stock 
prices. However, by flattening our factor exposures we can reduce the impact of unpredictability on performance 
and stay focused on identifying unusual businesses. 

Our process tends to identify companies where management have an unusual degree of control over their 
business models and can predictably meet or beat their plans, regardless of the external environment. These 
attributes become even more valuable in environments where the things outside management’s control are 
unusually unpredictable and potentially damaging. It is usually right to lean into these types of companies when 
recession risk is building. 

 

 
Source: Ardevora Asset Management, Factset 
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Source: Ardevora Asset Management, Factset 
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Disclaimer 
 

 
This is a marketing communication. Please refer to the prospectus, the key investor information documents (the KIIDs) 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, 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.  
 
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: 
31 Oct 2022 
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