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Performance of global equity universe vs global value
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—Global Value (cheapest quintile within the universe)

Source: FactSet as at December 2024.

What this chart shows

Much has been said regarding the rewards of Value investing, essentially buying securities at discount to their intrinsic
value. Over the longer term, this strategy has proven to be successful. There are many ways investors can do this, but
typically it involves buying securities that are cheap based on certain metrics such as Price to Book (PB) or Price to
Earnings (PE) ratios.

However, it is also widely accepted that investing in this space carries significant risks, and certain risks are worth
avoiding. In this chart, we show a basket of global value stocks, defined as the cheapest quintile based on their price to
book ratio. We then rank this cohort of stocks by their level of financial distress using a broad-based indicator, namely
the Altman Z-score. This is a numerical measure that aims to calculate the probability of a business going bankrupt,
making it a useful gauge of the state of financial distress in the firm.

The chart illustrates that investing in the cheapest quintile of securities has historically paid off over the long term,
with global value outperforming the broader global universe. However, taking on additional risk by purchasing
securities with higher distress risks is not well rewarded, as they tend to underperform. Therefore, if one’s portfolio is
skewed towards more distressed names, its performance is likely to be mediocre over time.

Why this is important

We often hear the term “value trap” and questions like “does value still work?”. This analysis demonstrates that, while
the value premium over the long term is positive, investors are more likely to be adequately compensated if they avoid
the riskiest areas, which typically have a much higher risk of bankruptcy.

This also highlights the risk of accessing value stocks passively through funds and/or Exchange Traded Funds (ETFs),
which tend to invest indiscriminately across the whole spectrum of cheaply traded securities, including those with
higher levels of financial distress. The key takeaway is that investing in value stocks does not come without risk. We
believe the best way to capture the value premium is via third-party active managers who have the required skills and
expertise to carefully navigate these risks. Such managers can potentially enhance returns significantly by identifying

businesses that are undervalued but exhibit lower financial distress, minimizing the risks inherent in this space.
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The global financial landscape from January 20-24 2025, was dominated by shifts in trade
policies and monetary tightening, with the EU-China World Trade Organisation dispute and US

tariff threats spotlighting the fragility of international trade dynamics.
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US stock markets approached record highs, buoyed by
President Trump's plans to boost investment in artificial
intelligence and positive earnings reports from major
companies.

President Trump, in his address at the World Economic
Forum in Davos, reiterated his stance on imposing
tariffs on imports to strengthen the American economy,
signalling potential shifts in trade dynamics.

The White House issued a memorandum indicating that
previous commitments to the Organization for Economic
Co-operation and Development (OECD) Global Tax

Deal are not binding without congressional approval,
instructing the Treasury Secretary to assess foreign
compliance with US tax treaties.

US crude oil prices declined, influenced by the
administration's pro-drilling policies, impacting
the energy market. Trump has also demanded the
Organisation of the Petroleum Exporting Countries
(OPEC) cut their prices.

Europe

The European Commission filed a complaint at the World
Trade Organisation against China's "unfair and illegal"
practices regarding high-tech patent royalties, signalling
escalating trade tensions.

Discussions at the World Economic Forum emphasised
the need for Europe to boost confidence and improve
integration amidst economic challenges and external
criticisms.

Analysts suggested that Europe should not panic

in response to US policy shifts but instead seize
opportunities to innovate and improve its economic and
geopolitical systems.

The Hamberg Commercial Bank (HCOB) composite PMI
rose to 50.2 in January 2025 from 49.6 in the previous
month, indicating modest expansion in economic
activity..
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Analysts highlighted the UK's potential to strengthen its
economy by leveraging its services sector, independent
trade policies, and focusing on investments in technology
and infrastructure.

The UK unemployment rate rose to 4.4% in the three
months to end November and the number of payrolled
employees saw its most significant drop since the peak
of the pandemic. However, there was an increase in wage
growth with average pay rising to 5.6%, outpacing CPI.

The UK government replaced Marcus Bokkerink, chair
of the Competition and Markets Authority, citing a need
for growth-oriented leadership following criticisms of
regulatory decisions.

Prime Minister Sir Keir Starmer and US President Donald
Trump have agreed to meet soon emphasising strong
UK-US ties. These developments highlight efforts to drive
economic growth and strengthen global partnerships.
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The US implemented a stringent investment ban on
China, effective January 2025, focusing on sensitive
technologies, which could impact China's tech sector and
foreign investment inflows.

The IMF projected 4.6% growth for China in 2025, noting
risks related to trade policy uncertainty and potential
debt deflation.

The Bank of Japan raised interest rates to 0.5%, leading
to a strengthening of the yen, reflecting a shift towards
tightening monetary policy to address inflationary
pressures.

Countries are increasingly seeking alternative trading
partners, leading to a decreased reliance on the US and
arise in trade activities in Asia, Europe, and the Middle
East.



Weekly market data

week ending 24 January 2025

Asset Class / Region Currency

Developed Markets Equities

United States usD
United Kingdom GBP
Continental Europe EUR
Japan JPY
Asia Pacific (ex Japan) usD
Australia AUD
Global usD

Emerging Markets Equities

Emerging Europe usD
Emerging Asia usD
Emerging Latin America usD
BRICs usb
China usb
MENA countries usD
South Africa usD
India usb
Global emerging markets usD
Bonds

US Treasuries ushD
US Treasuries (inflation protected) usD
US Corporate (investment grade) uUsD
US High Yield usD
UK Gilts GBP
UK Corporate (investment grade) GBP
Euro Government Bonds EUR
Euro Corporate (investment grade) EUR
Euro High Yield EUR
Global Government Bonds usD
Global Bonds UsD
Global Convertible Bonds usD

Emerging Market Bonds usD

Cumulative returns

Week ending

Month to date YTD 2025
24 January

1.8% 3.8% 3.8%
-0.1% 4.0% 4.0%
1.6% 5.3% 5.3%
27% -1.2% -1.2%
1.9% 1.2% 1.2%
1.2% 3.1% 3.1%
2.1% 4.1% 4.1%

4.0% 8.6% 8.6%
1.7% 0.6% 0.6%
3.6% 7.5% 7.5%
1.5% -1.2% -1.2%
3.0% -0.2% -0.2%
1.0% 2.8% 2.8%
1.6% 4.1% 4.1%
0.0% -29% -29%
1.9% 1.5% 1.5%

0.1% 0.1% 0.1%

0.3% 0.7% 0.7%

0.2% 0.2% 0.2%

0.3% 1.2% 1.2%

0.2% 0.0% 0.0%

0.3% 0.3% 0.3%
-0.2% -1.0% -1.0%
0.0% -0.3% -0.3%
0.2% 0.1% 0.1%

0.9% 0.5% 0.5%

0.8% 0.4% 0.4%

1.2% 2.1% 2.1%

0.5% 0.6% 0.6%

12 months

26.5%
16.9%
12.5%
11.3%

16.7%

15.9%

22.1%

14.1%
179%
-16.3%
13.4%
279%
2.4%
19.4%
5.1%
13.6%

2.1%
3.6%
4.2%
9.9%
0.2%
5.1%
2.5%
5.3%
8.2%
0.0%
1.1%
10.4%
8.7%
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Cumulative returns

Week ending

Month to date YTD 2025 12 months

24 January

1.6% 1.5% 1.5% 13.5%
0.6% 5.2% 5.2% 23.5%
0.8% -0.9% -0.9% -4.6%
1.3% 1.0% 1.0% 9.1%

Asset Class / Region Currency
Property

US Property Securities USD
Australian Property Securities AUD
Asia Property Securities usD
Global Property Securities UsD
Currencies

Euro usb
UK Pound Sterling usD
Japanese Yen USD
Australian Dollar usD
South African Rand usD
Swiss Franc usD
Chinese Yuan usD

Commodities & Alternatives

2.2% 16% 16% -3.6%
26% -0.2% -0.2% -2.0%
0.3% 1.0% 1.0% -5.5%
1.8% 2.2% 2.2% -4.4%
1.7% 26% 26% 2.3%
1.1% 0.3% 0.3% -4.7%
1.2% 0.8% 0.8% -1.1%

Commodities usD
Agricultural Commodities usD
oil usD
Gold usbhD

-0.7% 4.4% 4.4% 9.9%
1.6% 3.0% 3.0% 5.0%
-2.8% 5.2% 5.2% -19%
2.5% 5.6% 5.6% 37.2%

Source: Bloomberg Finance L.P. Past performance is not indicative of future returns.




For more information, please contact:
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E: distributionservices@momentum.co.uk

T: +44 (0)207 618 1806

Important notes - This document is only intended for use by the original recipient, either a Momentum Global Investment
Management Limited (MGIM) client or prospective client, and does not constitute investment advice or an offer or
solicitation to buy or sell. This document is not intended for use or distribution by any person in any jurisdiction in which it
is not authorised or permitted, or to anyone who would be an unlawful recipient. The original recipient is solely responsible
for any actions in further distributing this document, and in doing so should be satisfied that there is no breach of local
legislation or regulation. This document should not be reproduced or distributed except via original recipients acting as
professional intermediaries. This document is not for distribution in the United States.

Prospective investors should take appropriate advice regarding applicable legal, taxation and exchange control
regulations in countries of their citizenship, residence or domicile which may be relevant to the acquisition, holding,
transfer, redemption or disposal of any investments herein solicited.

Any opinions expressed herein are those at the date this document is issued. Data, models and other statistics are sourced
from our own records, unless otherwise stated. We believe that the information contained is from reliable sources, but

we do not guarantee the relevance, accuracy or completeness thereof. Unless otherwise provided under UK law, MGIM
does not accept liability for irrelevant, inaccurate or incomplete information contained, or for the correctness of opinions
expressed.

The value of investments in discretionary accounts, and the income derived, may fluctuate and it is possible that an
investor may incur losses, including a loss of the principal invested. Past performance is not generally indicative of future
performance. Investors whose reference currency differs from that in which the underlying assets are invested may be
subject to exchange rate movements that alter the value of their investments.

Under our multi-management arrangements, we selectively appoint underlying sub-investment managers and funds
to actively manage underlying asset holdings in the pursuit of achieving mandated performance objectives. Annual
investment management fees are payable both to the multi-manager and the manager of the underlying assets at
rates contaihed in the offering documents of the relevant portfolios (and may involve performance fees where expressly
indicated therein). .

MGIM (Company Registration No. 3733094) has its registered office at The Rex Building, 62 Queen Street, London EC4R 1EB.
MGIM is authorised and regulated by the Financial Conduct Authority in the United Kingdom (registration no.232357), and
is éxempt from the requirements of section 7(1) of the Fingncial Advi;sory and Intermediary Services Act 37 of 2002 (FAIS)

in Seuth Africa, in terms of the FSCA FAIS Notice 141 of 2021 (published 15 December 2021). For complaints relating to
MGIM’s ].‘inancial servic_es, please contact distributionservices@momentum.co.uk © MGIM 2025.
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