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▪ Global Value Advisors is an investment boutique specializing in long-only international and global equities. GVA is a value
investor and its research shows that companies that generate positive Free Cash Flow and return capital to shareholders
outperform the market. GVA uses a disciplined methodology to isolate an advantaged subset of the universe and then applies
fundamental research to identify companies with sustainable Free Cash Flows to maintain their assets, finance their growth and
return capital to shareholders.
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GVA’s Emerging Markets strategy outperformed in Q3 2021. China was the standout underperforming market in the
quarter as the government continued its regulatory crackdown on the education and technology companies, which
both represent expensive Growth industries. Adding to this was contagion worries surrounding the near bankruptcy
of the real estate developer Evergrande in China. As a result, Value significantly outperformed Growth in the
quarter. This outperformance was counter to the trend seen in developed markets. Companies in GVA’s Advantaged
Subset (positive FCF + positive Shareholder Yield) outperformed the benchmark in the quarter and on a YTD basis.
GVA’s strategy focuses exclusively on higher quality companies with strong Free Cash Flow, high Shareholder Yields
(dividends + buybacks + debt reductions), solid balance sheets, and that are significantly undervalued.
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-1.1 -0.7
-1.4 -1.5 -1.7 -1.4

-8.1

-10.9

-5.1

-12

-10

-8

-6

-4

-2

0

St
an

d
ar

d

G
ro

w
th

V
al

u
e

St
an

d
ar

d

G
ro

w
th

V
al

u
e

St
an

d
ar

d

G
ro

w
th

V
al

u
e

MSCI ACWI MSCI ACWI Small MSCI EM

11.1
9.5

12.6
13.7

10.4

16.7

-1.2

-6.5

4.4

-10

-5

0

5

10

15

20

St
an

d
ar

d

G
ro

w
th

V
al

u
e

St
an

d
ar

d

G
ro

w
th

V
al

u
e

St
an

d
ar

d

G
ro

w
th

V
al

u
e

MSCI ACWI MSCI ACWI Small MSCI EM

Source: Factset, total returns

Total Returns (Net of Fees) Q3

GVA Emerging Markets -3.4%

MSCI Emerging Markets Index -8.1%

MSCI Emerging Markets Value Index -5.1%

MSCI Emerging Markets Growth Index -11.0%

Regional Indices Q3

MSCI China -18.2%

MSCI Korea -13.2%

MSCI Taiwan -2.1%

MSCI India 12.6%

MSCI Emerging Markets Small Cap -2.2%
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GVA’s Emerging Markets performance in the quarter was in-line with expectations, as the strategy typically outperforms
during both Value and modest Growth outperformance markets. GVA expects to underperform during extreme Growth
markets, as experienced in Q1-Q3 of 2020. GVA’s globally unconstrained strategy also takes advantage of material
valuation disparities, exemplified by the strategy’s large overweight Russia (14% vs 4%) and large underweight Taiwan
(3% vs 15%) vs. the MSCI Emerging Markets Index. GVA was on the right side of both bets in the quarter, as investors
rotated towards cheap Energy stocks and away from expensive Technology stocks. Energy was the standout sector
contributor, where the strategy is overweight vs the Index (15% vs 6%) and Brent oil prices rallied to $79 per barrel.
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The charts below show the same 10-year relative PE ratios, expanded across sectors as well as investment styles for the
S&P 500. Similar results can be seen on a global basis. TECH+ typically trades at a 2.3x multiple point premium to the
market, but it is currently trading at a 6.2x premium. Note that all other sectors are actually trading at a discount to
their 10-year PE average. Similarly, Growth has traded at an average 2.6x multiple point premium to the market, but
today it trades at a 6.4x premium. This dynamic is the opposite for Value, which is trading well below its 10-year
average PE ratio. GVA focuses exclusively on the cheapest 20% of stocks in the world. The PE ratio of GVA’s Emerging
Markets strategy is 7x vs the Index at 17x. Note that Financials are also trading at a large discount to their history.
GVA’s Emerging Markets strategy is slightly overweight Financials vs the Index (20% vs 19%).

The outperformance of expensive Technology stocks has been a headwind to the strategies. Market valuation multiples
are currently at all-time highs across multiple metrics (P/S ratio, CAPE ratio, and Market Cap/GDP ratio), but large
divergences can be seen when looking across regions, styles, size, and sectors. The relative PE multiple of Cyclical stocks
vs Technology stocks is currently at 10-year lows. The same stretched valuation gap can be seen when looking at
relative PE multiples of Small Cap stocks vs Large Cap stocks over the last decade. GVA’s strategies are well positioned
to take advantage of this anomaly once the market normalizes. GVA’s Emerging Markets strategy is significantly
underweight Technology stocks vs the Index (3% vs 21%). The strategy is also finding much better value in smaller cap
stocks, with an average market cap of $3.9bn vs the Index at $37.0bn.

Source: Credit Suisse.  S&P 500 
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GVA takes a long-term approach to investing and believes it is well positioned to outperform the Index. GVA’s research
shows that companies in the Advantaged Subset outperform over time. GVA’s exclusive focus on value stocks within the
Advantaged Subset, should position the strategy well for the coming years. On top of this, GVA believes that markets
are at an attractive point in the cycle and are likely to be favorable to its strategies going forward. Several of the
headwinds over the last decade look extremely stretched vs history and have recently shown signs of reversing. The
relative PE ratio of Emerging Market stocks vs US stocks is now close to a 20 year low at 0.55x. GVA’s Emerging Markets
strategy is overweight Cyclical stocks, Financials, and Smaller Cap stocks. GVA believes that many or possibly all these
factors will turn in its favor over the mid-term and its best years for performance lie ahead.

Q3 2021 Top 5 Contributors†

Security
Avg. Weight 

(%)
Contribution 

(%)

China Shenhua Energy Co. Ltd. 
Class H 2.8 0.5

iShares MSCI India ETF 4.0 0.4

Magnitogorsk Iron & Steel Works 
PJSC 1.6 0.3

PT Bukit Asam Tbk 0.7 0.2

FirstRand Limited 1.5 0.2

Q3 2021 Top 5 Detractors†

Security
Avg. Weight 

(%)
Contribution 

(%)

BB Seguridade Participacoes SA 2.7 -0.6

Enauta Participacoes S.A. 1.2 -0.5

China Resources Pharmaceutical 
Group Ltd. 1.5 -0.4

BAIC Motor Corporation Limited 
Class H 3.6 -0.4

Banco Bradesco S.A. 1.4 -0.3

†The information provided in this report should not be considered a recommendation to purchase or sell any particular security. Please see 
additional disclosures at the end of this letter.
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Please feel free to contact us with any questions or comments. Thank you for your interest in Global Value Advisors. We
look forward to updating you again next quarter.

Sincerely,

Phillippe Rolland
CIO, Portfolio Manager

Todd Bassion, CFA
Portfolio Manager

Matthew Marotta
Investment Research 

Portfolio 
Implementation

Phone
(781) 639-2750

Fax
(781) 639-2751

18 Sewall Street
Marblehead, MA 01945

OFFICE CONTACT

Disclosures
The information provided in this report should not be considered a recommendation to purchase or sell any particular security. There is no assurance that any
securities discussed herein will remain in an account’s portfolio at the time you receive this report or that securities sold have not been repurchased. The securities
discussed do not represent an account’s entire portfolio and, in the aggregate, may represent only a small percentage of an account’s portfolio holdings. It should not
be assumed that any of the securities transactions or holdings discussed were or will prove to be profitable, or that the investment recommendations or decisions we
make in the future will be profitable or will equal the investment performance of the securities discussed herein. A complete list of all securities recommended during
the preceding year is available upon request. Past performance is not indicative of future results. The calculation methodology for the contributions to performance
and a list showing all holdings’ contribution to the overall strategy’s performance during the measurement period is available upon request at
information@globalvalueadv.com or by calling (781)-639-2750.

For comparison purposes, the GVA Emerging Markets strategy performance is measured against the MSCI Emerging Markets Index and the MSCI Emerging Markets
Value Index.

Past performance is no guarantee of future results. Returns are presented gross and net of management fees and include the reinvestment of all income. More
information about such fees and expenses applicable to a client’s investment are generally available in the Form ADV Part 2A of Moody Aldrich Partners, LLC, which is
publicly available and upon request and provided to every client (along with Form ADV Part 2B and Part 3 as applicable) prior to investment. Actual returns may vary
from the performance information presented. All performance numbers are expressed in US Dollars. This product does not use leverage, derivatives or short positions
in its portfolio.

The information contained in this document is subject to updating and verification and may be subject to amendment. No representation or warranty is expressed as
to the accuracy of the information contained and no liability is given by Global Value Advisors as to the accuracy of the information contained in this document and no
liability is accepted for any such information. This document and the information contained within it are confidential and intended solely for the use of the individual
or entity to whom they are addressed. If you are not named addressee you should not disseminate, distribute or copy this document or any of the information
contained within it.


