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The Brandes Global Equity Strategy rose 2.56% net of fees and 2.66% gross of fees, outperforming its benchmark, the 
MSCI World Index, which increased 1.88% in the quarter. 
 
Annualized total return as of September 30, 2026 1-year 5-year 10-year 
Brandes Global Equity Composite (net) 12.47% 13.66% 11.48%  
Brandes Global Equity Composite (gross) 12.88% 14.14% 12.03% 
MSCI World Index   15.24%  11.88%  12.80% 
Past performance is not a guarantee of future results. One cannot invest directly in an index. Returns include reinvestment of all dividends and are reduced by any 
applicable foreign withholding taxes, without provisions for income taxes, if any. The 2026 returns are preliminary, unaudited and subject to change. 
 
Positive Contributors 
The portfolio’s strongest contributors reflected a reversal of some of the artificial intelligence (“AI”)-related trends that 
drove global markets in the second quarter. Semiconductor performance moderated, while enterprise software, IT 
services and select health care holdings benefited as investors became more discerning about which businesses may be 
disrupted by AI and which may use it to strengthen existing products, customer relationships and workflows. 
 
Germany-based enterprise software provider SAP was one of the portfolio’s largest contributors. The shares recovered as 
investors became more constructive about the company’s cloud transition and less concerned that generative AI would 
displace its mission-critical applications. SAP’s software remains deeply embedded in customers’ financial, supply-chain 
and operational processes, supporting durable relationships and high switching costs. In our view, the company’s ability 
to introduce AI functionality within these established workflows may reinforce the value of its installed base rather than 
undermine it. We added to the position earlier in the year when investors were more focused on disruption risk.  
 
Several IT services holdings that had declined earlier in the year rebounded during the third quarter, including U.S.-based 
Cognizant Technology Solutions and EPAM Systems, as well as France-based Capgemini. The reversal reflected improved 
operating performance in some cases and a broader change in investor sentiment as the market began to distinguish 
between companies that may be displaced by AI and those positioned to help customers implement, integrate and govern 
the technology.  
 
We expect AI to change delivery models, productivity assumptions, and pricing structures across the IT services industry, 
and we remain selective. However, we do not believe the investment implications are uniformly negative. Companies 
combining industry knowledge, engineering expertise, proprietary customer data and long-standing relationships may 
continue to provide considerable value as enterprises move from experimentation to broader deployment. The transition 
from on-premise software to cloud computing initially created similar concerns but ultimately produced implementation 
and integration opportunities for well-positioned service providers. 
 
Taiwan-based Wiwynn also contributed meaningfully as the company has benefited from continued capital spending by 
hyperscale customers and demand for computing systems supporting AI applications.  
 
Health care holdings also contributed, led by U.S.-based medical-technology company Becton Dickinson. The company 
reported solid fiscal third-quarter results and raised its outlook, supported by improved operating performance and 
execution.  
 
Performance Detractors 
The four largest relative detractors were all index holdings in which we do not have a position: Microsoft, Nvidia, Apple, 
and Meta Platforms. All four performed well and are among the largest weights in the index. 
 



 

The detractors within our portfolio holdings were concentrated in the industrial, consumer, and health care sectors.  
 
U.S.-based industrial company Textron declined as investors focused on military-program funding uncertainty and 
operating pressure in its aviation business, including productivity and margin challenges. We believe these issues are 
manageable rather than evidence of structural deterioration in Textron’s aerospace and defense franchises. The company 
maintains established aircraft platforms, a substantial installed base, and businesses related to aftermarket demand. We 
added to the position as the shares declined, and the margin of safety, or discount to our estimate of intrinsic value, 
improved.  
 
U.S.-based Equifax also detracted. The shares weakened amid investor concerns surrounding the pace of improvement in 
mortgage-related activity and the timing of a broader recovery in its more cyclical end markets. We recognize that 
portions of Equifax’s business are sensitive to employment, credit, and mortgage activity. However, the company also 
owns difficult-to-replicate datasets that are embedded in customer decision-making and compliance processes. In our 
view, these assets, together with the potential for operating leverage as cyclical volumes normalize, continue to support 
the long-term investment case. 
 
Mexico-based retailer Wal-Mart de Mexico declined as investors assessed softer consumer conditions, increased 
competitive spending and uncertainty surrounding the regulatory environment in Mexico. France-based luxury goods 
company Kering remained under pressure as the luxury industry continued to face weak aspirational demand and 
company-specific execution challenges. U.K.-based pharmaceutical company GSK also detracted. Near-term investor 
attention remained focused on pipeline execution and the ability of newer medicines and vaccines to offset mature 
products over time.  
 
Select Activity in the Quarter 
Amid wide dispersion across and within sectors and regions, we continued to redeploy capital toward companies where 
near-term uncertainty appeared to offer favorable long-term risk-reward profiles. During the quarter, we initiated positions 
in India-based HDFC Bank, France-based luxury goods company LVMH, and U.S.-based companies Omnicom Group and 
Intercontinental Exchange. We completed the sales of Emerson Electric, Genting Berhad and Topsports International. 
 
HDFC Bank is India’s largest private bank and has a broad deposit and distribution franchise. The company has 
historically maintained strong asset quality through conservative underwriting, meaningful capital ratios, and disciplined 
risk management. The shares had been affected by the profitability and margin pressure following the 2023 merger with 
parent company HDFC Limited, whose funding base relied more heavily on higher-cost wholesale debt. Management has 
subsequently been reconfiguring the combined balance sheet, replacing borrowings with deposits and reducing the 
elevated loan-to-deposit ratio.  
 
We believe HDFC Bank’s scale, deposit franchise, capital position and asset-quality record should allow profitability to 
improve as funding costs normalize and the integration-related drag recedes. The bank has also invested in distribution 
and technology, creating the potential for improved operating leverage over time. We established the position based on 
HDFC Bank’s company-specific recovery potential and franchise quality. 
 
France-based LVMH is the world’s largest luxury goods group, comprising more than 75 brands across fashion and 
leather goods, watches and jewelry, perfumes and cosmetics, wines and spirits, and selective retailing. Its leading assets 
include Louis Vuitton, Dior, Tiffany, Bulgari, and Sephora. The shares had weakened as luxury demand slowed, particularly 
among aspirational consumers, and investors questioned whether Louis Vuitton could continue to gain share on top of an 
already dominant industry position.  
 
We agree that near-term growth is likely to be more subdued than the rates experienced following the pandemic and do 
not assume a rapid return to historical growth. Nevertheless, LVMH owns an exceptional collection of brands supported 
by significant marketing resources, vertical integration, global distribution, and long-term creative investment. Sephora 
continues to benefit from share gains in prestige beauty, while the jewelry and watches businesses provide greater 
exposure to higher-income consumers. At our purchase price, we believe the valuation more than reflected the risk of 



 

slower growth while providing recovery potential if luxury demand stabilizes, and the company maintains its competitive 
position.  
 
We also initiated a position in U.S.-based Omnicom Group, one of the world’s largest advertising agency holding 
companies. Omnicom owns major creative, media and communications businesses and completed its acquisition of 
Interpublic in late 2025. The transaction increased Omnicom’s scale in media buying and expanded its digital and data 
capabilities, but it also created significant integration complexity.  
 
The shares had been out of favor because investors were concerned that the integration could lead to client and 
employee attrition, while uncertainty surrounding financial disclosure, asset sales and the timing of cost savings reduced 
earnings visibility. AI has also raised questions about the future economics of creative production and agency services. 
We believe these concerns are understandable, and our expectations incorporate revenue attrition and a gradual 
integration process. However, we believe the combination should leave Omnicom with significant global scale, improved 
capabilities, and a strong position relative to several weakened competitors. Its cash generation and management’s focus 
on capital returns could also support meaningful share repurchases. In our view, the valuation provided an attractive 
margin of safety using what we believe are realistic assumptions for synergy and earnings expectations.  
 
Intercontinental Exchange operates exchanges and clearing platforms and provides fixed-income data and mortgage 
technology. Its exchange businesses generate strong cash flow, while its data and mortgage-technology operations 
increase the proportion of recurring revenue across the company.  
 
The shares had been pressured by concerns regarding normalization of unusually strong trading activity, the potential 
impact of AI on financial data and mortgage technology, and competition from alternative market structures and 
products. We believe the concern surrounding cyclical normalization is reasonable, and our valuation assumes exchange 
activity below recent elevated levels. However, we believe investors have become too pessimistic about the durability of 
Intercontinental Exchange’s competitive position. 
 
Its exchanges benefit from liquidity, network effects, and integration into institutional workflows. Within mortgage 
technology, its platforms connect origination, processing, underwriting, servicing, investors, and regulators. Although AI 
may automate individual tasks, financial institutions should continue to require centralized systems that maintain data 
integrity, governance, compliance, and accountability. In our view, Intercontinental Exchange owns a collection of 
businesses with strong free-cash-flow generation and competitive advantages. Its valuation at purchase offered an 
attractive margin of safety based on normalized rather than peak exchange activity.  
 
We completed the sale of U.S.-based industrial company Emerson Electric following strong appreciation and a narrowing 
of its discount to our estimate of intrinsic value. We also exited Malaysia-based Genting Berhad and China-based 
Topsports International as changes in our assessment of their risk-reward profiles made other opportunities more 
attractive.  
 
Year-to-Date Briefing 
For the nine months ended September 30, 2026, the Brandes Global Equity Strategy returned 4.80% net of fees and 5.10% 
gross of fees, underperforming the MSCI World Index, which returned 11.75%. 
 
Global markets experienced several shifts in leadership during the period. In the first quarter, value stocks benefited from 
a pullback in technology and stronger performance from energy and other cyclical businesses. During the second quarter, 
market leadership became increasingly concentrated in semiconductor manufacturers, and technology-hardware 
companies perceived to be direct beneficiaries of accelerating AI-related capital spending. In the third quarter, that trend 
moderated as software and IT services businesses recovered, and investors became more selective about expected 
returns from elevated infrastructure investment. 
 
At the portfolio level, the strongest year-to-date contributors included several AI-related beneficiaries including South 
Korea-based Samsung Electronics, Taiwan Semiconductor Manufacturing Company (TSMC), Wiwynn, and U.S.-based 
Micron Technology. Samsung, TSMC and Wiwynn benefited from demand linked to semiconductor, memory, and AI-



 

infrastructure spending, although we reduced technology exposure as valuations appreciated and margins of safety 
narrowed. Energy holdings, TotalEnergies and Shell, benefited from commodity-price strength, disciplined capital 
allocation, and healthy cash generation.  
 
The strategy’s largest year-to-date detractors were our exposures in, and our significant underweight to the technology 
sector. Technology has grown to over 30% of the index, and the sector has driven the majority of year-to-date returns. 
Detractors included IT services companies EPAM Systems, Capgemini, Amdocs, and Cognizant, despite their third quarter 
rebound. Other detractors included Alibaba, Kering and Wal-Mart de Mexico. Relative performance was also affected by 
the portfolio’s limited or absent exposure to several of the largest technology companies in the benchmark, including 
Nvidia, Apple, and Advanced Micro Devices. 
 
Current Positioning 
The portfolio remains meaningfully differentiated from the MSCI World Index. Market performance has become 
increasingly influenced by a relatively small number of technology companies, particularly those associated with AI 
infrastructure. Although the portfolio has participated through holdings such as Wiwynn and select other semiconductor 
and technology companies, we have reduced exposure to holdings where share-price appreciation narrowed our 
estimates of margin of safety. 
 
Technology remains a significant underweight relative to the benchmark, but we continue to identify selective 
opportunities in enterprise software, IT services, financial data, and other technology-adjacent businesses. In each case, 
the investment thesis rests on embedded workflows, proprietary datasets, high switching costs, necessary infrastructure, 
or durable customer relationships rather than aggressive assumptions about the scale and profitability of AI-related 
spending. 
 
Health care remains an important source of opportunity. Regulatory uncertainty, pipeline concerns, and company-specific 
execution issues have weighed on parts of the sector, but we continue to find companies with recurring demand, 
established competitive positions and attractive long-term cash-flow potential. The portfolio also maintains meaningful 
exposure to financials, where recent additions include HDFC Bank and Intercontinental Exchange. We believe these 
businesses offer differentiated sources of return through established franchises, embedded infrastructure, and 
opportunities for company-specific improvement. 
 
Consumer holdings range from defensive franchises to businesses experiencing cyclical or company-specific pressure. 
The purchase of LVMH added a collection of globally recognized brands at a valuation that, in our view, more 
appropriately reflected slower growth of near-term luxury demand.  
 
Geographically, we continue to find opportunities across Europe and select emerging markets, while maintaining our 
underweight to companies domiciled in the U.S.  
 
We believe uncertainty surrounding inflation, interest rates, geopolitics, and technological disruption is contributing to 
wide valuation dispersion across global markets. While AI may reshape the economics of numerous industries, we do not 
believe every perceived beneficiary will earn attractive returns at any price, nor that every incumbent facing potential 
disruption is structurally impaired. Our focus remains on purchasing businesses where competitive position, cash-flow 
durability, and valuation provide an attractive margin of safety. 
 
In our view, the portfolio combines defensive franchises with select cyclical and company-specific recovery opportunities 
and offers meaningful diversification from highly concentrated passive and growth-oriented exposures. We continue to 
find companies whose near-term challenges appear adequately reflected in their valuations while their long-term ability to 
generate attractive returns on capital remains underappreciated. We believe this provides an attractive risk-reward profile 
for patient investors. 
 
 
For term definitions, please refer to https://www.brandes.com/termdefinitions. 

For index definitions, please refer to https://www.brandes.com/benchmark-definitions.   

https://www.brandes.com/termdefinitions
https://www.brandes.com/benchmark-definitions


 

MSCI has not approved, reviewed or produced this report, makes no express or implied warranties or representations and is not liable whatsoever for any data in the report. 
You may not redistribute the MSCI data or use it as a basis for other indices or investment products. 

Diversification does not assure a profit or protect against a loss in a declining market. 

The foregoing Quarterly Commentary reflects the thoughts and opinions of Brandes Investment Partners® exclusively and is subject to change without notice. The 
information provided in the commentary should not be considered a recommendation to purchase or sell any particular security. It should not be assumed that any security 
transactions, holdings or sectors discussed were or will be profitable, or that the investment recommendations or decisions we make in the future will be profitable or will 
equal the investment performance discussed herein. International and emerging markets investing is subject to certain risks such as currency fluctuation and social and 
political changes; such risks may result in greater share price volatility. 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 the securities sold have not been repurchased. The actual characteristics with respect to any particular account will vary based on a 
number of factors including but not limited to: (i) the size of the account; (ii) investment restrictions applicable to the account, if any; and (iii) market exigencies at the time 
of investment. Securities of small companies generally experience more volatility than mid and large sized companies. Although the statements of fact and data in this 
report have been obtained from, and are based upon, sources that are believed to be reliable, we cannot guarantee their accuracy, and any such information may be 
incomplete or condensed. Strategies discussed are subject to change at any time by the investment manager in its discretion due to market conditions or opportunities. 
The Brandes investment approach tends to result in portfolios that are materially different than their benchmarks with regard to characteristics such as risk, volatility, 
diversification, and concentration. Please note that all indices are unmanaged and are not available for direct investment. Past performance is not a guarantee of future 
results. No investment strategy can assure a profit or protect against loss. Market conditions may impact performance. The performance results presented were achieved 
in particular market conditions which may not be repeated. Moreover, the current market volatility and uncertain regulatory environment may have a negative impact on 
future performance. The margin of safety for any security is defined as the discount of its market price to what the firm believes is the intrinsic value of that security. The 
declaration and payment of shareholder dividends are solely at the discretion of the issuer and are subject to change at any time. 

United States: Issued by Brandes Investment Partners, L.P., 4275 Executive Square, 5th Floor, La Jolla, CA 92037. 

Singapore/Asia: FOR INSTITUTIONAL/ACCREDITED INVESTOR USE ONLY. Issued by Brandes Investment Partners (Asia) Pte Ltd., The Gateway West, 150 Beach Road, #35-
38, Singapore 189720. Company Registration Number 201212812M. ARBN:164 952 710. This document is for “institutional investors” or “accredited investors” as defined 
under the Securities and Futures Act, Chapter 289 of Singapore and may not be distributed to any other person. This document is being provided for information purposes 
only. Incorporated in Singapore in 2012, Brandes Investment Partners (Asia) Pte Ltd (Brandes Asia) provides portfolio management services to clients in Asia (as permitted 
under local law). Brandes Investment Partners, L.P., a U.S. registered investment adviser and a sister entity to Brandes Asia, provides research, portfolio construction and 
other support to Brandes Asia. 

Canada: FOR REGISTERED DEALERS AND THEIR REGISTERED SALESPERSONS' USE ONLY. NOT FOR DISTRIBUTION TO INVESTORS. Distributed by Brandes Investment 
Partners & Co., 6 Adelaide Street East, Suite 900, Toronto, ON, M5C 1H6. This communication is for information purposes only and should not be regarded as a sales 
communication or as advice regarding any financial product or services. 

 


