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The investment team meets formally each month to review attribution, risk reports, and portfolio exposures.  

Models are reviewed at the beginning of each month and portfolio construction discussions occur after 
fundamental research has been conducted on new names.  Research and monitoring of each holding is 
conducted on an ongoing basis.   
 
GVA analyzes risk from both a stock level and portfolio level. For individual companies, we are looking at a 
variety of risk factors which include business risk, currency risk, and macroeconomic risk.  From the portfolio 
level, we are regularly monitoring sector and country exposures vs the benchmark and the model.  We pay 
closer attention to deviations vs the model than deviations vs the benchmark.  Lastly, we closely monitor the 
portfolio risk metrics vs the benchmark (beta, standard deviation, and value at risk).  As a reminder, GVA’s 
models produce high annual excess return with portfolio risk metrics close to the benchmark and high 
information ratios. 
 
Below are some highlights from a Factset recent risk report for GVA’s International Small Cap portfolio.  The 
following attributes are fairly consistent for GVA’s investment approach: 
 

 Average size is slightly below the benchmark (light blue). 

 Volatility is in-line with the benchmark (green). 

 Momentum is at or slightly below the benchmark (maroon). 

 Valuation metrics well below the benchmark (yellow). 

 Growth metrics slightly below the index (gray). 

 Quality metrics slightly above the benchmark (dark blue). 
 



 

 

 
Source: Factset 

 
The team regularly reviews its top/bottom country, sector, and industry bets.  We compare these to both the 
model and the benchmark.  An example report vs the benchmark is below. 
 

 
Source: Factset 



 

 

GVA has also run its International Small Cap and Global equity portfolios through Barra.  A snapshot of the risk 
report output is below.  Note that we do not currently subscribe to Barra. 

 
The Barra risk report for GVA’s International Small Cap portfolio reveals the following highlights: 
 

Risk Overview 

 Roughly half of the portfolio risk comes from stock specific factors (55%).  Note that this is well ahead 
of the model (at ~35%).  GVA’s fundamental stock picks have higher company specific risk, which is 
where we historically derive the majority of our alpha. 

 Remaining 45% of the portfolio risk comes from Common Risk Factors. 
 

Common Risk Factors 

 Breaking down the common risk factors further, show that the biggest risk categories are coming 
from Country (13%), Industries (10%), and Currency (5%).  We aren’t taking much risk from any of 
the other categories, other than Earning Yield (5%).  There are no surprises here, as GVA takes large 
bet by both country and industry vs the index. 
 

 
Active Risk 

 Barra- Active Risk:  Here the risk model is attempting to predict tracking error (also called ex-ante 
tracking error).  Barra is predicting that the future tracking error will be around 4%.  Note that this is 
below our historical model backtest tracking error of 7%. 

  



 

 

 
 
GVA has also stress tested its International Small Cap and Global equity portfolios.  The projected relative returns 
vs the benchmark of several market scenarios are depicted below.  The most important take-away is that GVA’s 
process works in a variety of different stress scenarios.  The primary scenario that the model won’t work is 
during times of extreme growth markets.  The Barra model also predicts a slight loss in both portfolios if oil 
prices collapse. The best outperformance scenario comes during strong value rallies. 
 
Note that GVA’s back-tested historical model* outperforms in both growth and value years.  The majority of the 
outperformance comes during value rallies.  The model slightly outperforms when growth dominates, but 
cannot do so at the extremes.  See FAQ: “How does GVA perform in growth vs value markets?” 

Back-Tested*: 
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*GVA Back-test Disclosure:  
 
The information presented in the presentation represents back-tested performance based on the GVA Proprietary Model (the “Model”) and does 
not include qualitative analysis or portfolio manager selections. The performance results shown represent a larger group of stocks than would be 
included if qualitative analysis was applied.  Our Model narrows down our universe to approximately 125-175 stocks and then we conduct 
fundamental analysis in order to determine inclusion in the portfolio. The strategy being offered includes both the quantitative and qualitative 
analysis together however performance shown in the back-test only reflects the quantitative portion of analysis as the qualitative analysis cannot be 
applied retroactively. Back-tested presentations may not be relied upon for investment purposes and are not meant to represent actual current or 
future performance.   
 
The Model is described on a previous slide.  For more details on the Model please contact info@globalvalueadv.com.  Back-tested performance is 
hypothetical (it does not reflect trading in actual accounts) and is provided for informational purposes only to indicate historical performance had 
the portfolios been available over the relevant time period.  Securities were selected with the full benefit of hindsight, after their performance over 
the period shown was known.  There are inherent limitations of data derived from retroactive application of a model portfolio.  The results may not 
reflect the impact that any material market or economic factors might have had on GVA’s use of the back-test Model if the Model had been used 
during the period to actually manage client assets.  GVA was not managing money during the period tested.  For comparison purposes, the GVA 
International Small Cap Model performance is measured against the MSCI All Country World ex-US Small Cap Index.  Results in back-test do not 
guarantee future results.   
 
The Model identifies companies with positive free cash flows, that have positive total return to shareholders, excludes companies whose leverage is 
in the highest 20% of the starting universe, are the cheapest 20% of the starting universe and illiquid companies are eliminated.  Foreign exchange is 
implicit in the total return. The Model assumes it is fully invested with no cash and includes the reinvestment of all income. The U.S. dollar is the 
currency used to express performance.  All returns are presented gross of investment management fees, trading costs, and all other costs, expenses 
and commissions associated with client account trading.  As there are no fees or expenses deducted, actual client returns could be materially 
different.  The client may experience a loss.   

 


