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The Investable UniverseThe Investable Universe

• ~ 1500 companies in the developed p p
markets with market cap > $5b

• ~ 1500 companies in the emerging• ~ 1500 companies in the emerging 
markets with market cap > $1b

• How can investors find the winners?



Key messages are you listening?Key messages - are you listening?

1. Momentum in prices 
lt f h b h i• results from human behaviour 

2. Identifiable trends 
• Clearly occur in both markets & stocks 

3 L d hi & lit tt3. Leadership & quality matter 
• Safer and more profitablep



Technology outperformed the World by 331% 
during the second half of the 1990’sduring the second half of the 1990’s



Materials have outperformed the World 
by 132% since 1999by 132% since 1999



Japan in the 1980’s outperformed the 
World by 674%World by 674%



The Emerging Markets have outperformed 
the World by 204% since 2002the World by 204% since 2002



But aren’t markets efficient?

• Information is (generally) available to 
everyone BUT Information is:y

Di d t diff t ti– Discovered at different times 
– Interpreted in different ways te p eted d e e t ays
– Acted on in different ways 



Momentum does existMomentum does exist

• Jagadeesh and Titman (1993) 
• Jagadeesh and Titman (2001) 
• The London School of Business (2008)The London School of Business (2008)





Momentum 
+ F d t l+ Fundamentals 

+ Investor Behaviour Investor Behaviour 
= Trends

• Momentum
– Exists, but why? 

F d t l D t• Fundamental Data
– How investors discover, interpret & react to it

• Under-reaction and over-reaction
Develops Builds and Reverses Trends– Develops, Builds and Reverses Trends 



Investor Behavior
Investment Cycle

Over reaction to 
good news

Under reaction to 
bad news

C
- Improving fundamentals
- Investor conviction builds
- Multiples rise

- Fundamentals deteriorate
- Investors lose conviction

M lti l t t
B D

- Multiples contract

Under reaction to 
improving news

Over reaction to 
deteriorating news
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UNDER REACTION - OVER REACTION



Leadership & Quality matter too!p y

• Highest quality companies participate in-
and often pioneer developing trendsand often pioneer- developing trends 

• Under-reaction tendencies more 
pronounced & last longer 

Hi h lti l th id• Higher multiples on the up-side 



Market Leadership
Dell PE Ratio Bands
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Quality matters
Fortune Portfolio Versus S&P 500 (Value of a $1)
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Fortune Portfolio            $1             $20.85                 16.40%             
S&P 500                           $1             $7.39                   10.52%             
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How do investors identify a 
Market Leader?

• Strength in management 
• Strength in franchise 

St th i b l h t• Strength in balance sheet



Trends + Quality add alpha!
U.S. Annualized Returns By Rating - 19.75 Yrs (Cap. Weighted)
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Sectors trend
World Sectors Annualized Returns By Rating - 12.08 Yrs (Equally Weighted)
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Countries trend

World Countries Annualized Returns By Rating - 19.58 Yrs (Equally Weighted)
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ConclusionsConclusions

• All investors are subject to human emotion 
M t i th lt f h b h i• Momentum is the result of human behaviour 

• Investor reaction results in trendsInvestor reaction results in trends 
• Trends combined with quality & leadership: 

= results! 



Markets are made up of investors
Investors are peoplep p

People have emotions



Q&AQ&A
Answers…
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In operationp

1 EQT Marvin & Palmer Global Equity Trust1. EQT Marvin & Palmer Global Equity Trust

2. EQT Marvin & Palmer Global Emerging 
Markets TrustMarkets Trust

“Top Down, High Quality, Large Cap, Growth”

Region   Country   Currency   Sector   Security
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Let’s start thinking about…

This session was:This session was:
1.  awful
2.  mediocre
3.  good
4.  excellent

Gizmos brought to you by



Let’s start thinking about…

This session was:
Time’s Up!

This session was:
1.  awful
2.  mediocre
3.  good
4.  excellent

Gizmos brought to you by


