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UBAM - BELL GLOBAL SMID CAP EQUITY   

Quarterly Comment 
 

For Professional Investors in Switzerland or Professional Investors as defined by the relevant laws. 

The classification of the fund(s) as per the Sustainable Finance Disclosure Regulation (SFDR) is available on ubp.com or in the latest 
prospectus.   

 

Market Comment 
 

  

 

◼ In Q4, Global equity markets rallied and ended the year sharply higher than 
investors expected a year ago, making 2023 the best year for global equities 
since 2019. The MSCI ACWI rallied 11% during Q4 and delivered a return of 
+22.8% for the year. The S&P500 gained +26.3%* for the year, though most of 
the gains can be attributed to a small group of Mega cap stocks. The MSCI 
Europe gained +20.7%** and MSCI Japan +20.8%**. 

◼ In the US, economic activity has been more resilient than expected and the 
inflationary pressures have eased (CPI +3.1% in November) from their highs (CPI 
+9.1% in June 2022). Against this background, in December the Federal reserve 
announced no change in its key rate policy and admitted that it may have finished 
its tightening campaign, as inflation dropped further than expected. US 
policymakers at the Fed have raised the prospects of cutting interest rates during 
2024. 

◼ The US GDP growth projection for 2024 was revised slightly down from 1.5% to 
1.4%, whereas Q3 2023 growth came in strong at 4.9%, lower than the 5.2% 
expected, but higher than the 2.1% for the prior print, reducing hard-landing fears. 

◼ In the Eurozone, inflation significantly dropped during 2023 and the yearly trend 
slowed to +2.4% in November (down from an all-time high of 10.6% in October 
2022). The ECB, similarly, to the FED, maintained its interest rates unchanged in 
December 2023. 2024 earnings growth expectations for global equities remained 
stable at 10%, coupled with 16.6x forward PE ratio. 

◼ Looking at the small and mid-caps (SMID) more specifically, the MSCI World 
SMID Cap Index was up 16.2%** over 2023. All sectors of the index were in 
positive territory at the end of the year, with the sectors best performing being 
Information Technology, Industrials and Consumer Discretionary. 

◼ Global SMID Cap valuations remain attractive with the MSCI World SMID Cap 
Index trading at a P/E Fwd of 16.1x at the end of December. This represents a 
36% discount to the MSCI World Growth Index and an 8% discount to the MSCI 
World Index. 

◼ Earnings growth expectations for Global SMID Caps over the next 12 months 
stand at approximately 12%, which remains much higher than the broader 
market. 

◼ Looking into 2024, the investment team is confident about the rebound potential 
of Quality SMID Cap companies and opportunistically is adding mispriced quality 
exposure. 

 

 

 

 

Sources:  MSCI, S&P Dow Jones Indices *Total return**Gross returns 
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Performance Review 
 

 

◼ UBAM - Bell Global SMID Cap Equity was up 11.7% in 2023 (Class IC USD, net 
of fees) compared to an increase of 15.6% for the MSCI World SMID Cap Index 
NR. Since its inception in February 2021, our Fund has outperformed the MSCI 
World SMID Cap Index by a significant +298bps margin. 

◼ At the risk of stating the obvious, 2023 was a year of mixed performance in the 
broader global equities’ universe – where a handful of well-known names 
dominated index returns. More specifically, six names – Apple, Microsoft, 
Amazon.com, NVIDIA, Alphabet and Meta – which represented over 16% of the 
MSCI World Index, accounted for approx. 40% of the index return.  

◼ This was also reflected at a style level where Value rose 12%, but Growth jumped 
by 37%. Additionally at a sector level we saw material performance differentials 
whereby the Information Technology and Communication Services sectors 
materially outperformed while Utilities, Consumer Staples, Energy, Health Care 
and Real Estate materially lagged. 

◼ The concentration of returns is evident in the fact that only 34% of MSCI World 
index constituents outperformed the index over the year. When it comes to the 
MSCI World Quality Index which also has a tilt toward the ‘growth’ factor, only 
25% of the index constituents outperformed the Quality Index. The performance 
differentials between Large & SMID Cap equities were also meaningful, as the 
SMID Cap index lagged the Large Cap index by nearly 10%. 

◼ As far as the macro environment is concerned, despite the numerous ‘recession 
cries’ from market pundits in January 2023 – global economies have for the most 
part held up quite well. As we look into 2024, the steady deceleration in economic 
growth and inflation is looking more and more like a soft landing – which would 
likely be well received by markets and should be a good catalyst for strong 
performance in the SMID Cap segment of the market. From our perspective, we 
are in the camp of moderately declining inflation and possibly 1-2 moderate rate 
cuts in the second half of the year. 

◼ Looking in more detail at performance over the full year, stock picking was a drag 
and the ‘batting average’ of the portfolio (i.e. the proportion of individual stocks in 
the portfolio that had a better return than the benchmark) was lower than we 
would typically expect. However, there was also a strong cohort of positions that 
did exceptionally well during the year. The best performer was alternative asset 
manager Partners Group, which started the year weaker but rallied strongly 
afterwards, as the company continued to grow their AUM in line with their 
guidance. A more stable market environment also improved investor confidence 
in their ability to complete various deals before the end of the year and also boost 
revenue contribution from performance-based fees. After building the position 
into weakness, the 70% rally this year made it the largest contributor to returns 
adding 135bps.  

◼ Other strong contributors include Broadridge Financial (up 54%, +125bps) and 
Arista Networks (up 52% during the holding period, +104bps) and Advanced 
Drainage Systems (up 53%, +105bps), who are one of America's largest users 
of recycled plastic. Their products such as storm water and sewage pipes are 
taking share from concrete pipes, due to their good value, ease of installation and 
eco-friendly nature. While we had been monitoring the company for some time, 
a position was only initiated early in the year after it had a decline, so this 
opportunistic purchase has worked well.  
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◼ The poorest performing name was Nihon M&A Center which suffered as 
competition in the business broking market intensified and profitability was 
impacted. While a smaller position, it still cost 134bps in performance contribution 
and ultimately it was sold from the portfolio. IT service company Genpact was 
also weak with the share price down 24% in 2023 (-77bps contribution). This was 
largely due to fears that AI might automate and replace some existing outsourcing 
projects. This also coincided with the retirement of the long-term CEO and softer 
profit guidance. As a result of the increased uncertainty, we have seen a big de-
rating in Genpact’s valuation from ~16x forward P/E at the start of the year (in-
line with long term average) to ~11x currently. Our view is that the market is 
currently taking an overly pessimistic view and therefore the investment case 
over the long term looks very attractive and we have been adding to the position. 

◼ Other names that lagged included health care company Mettler-Toledo (down 
17%, -39bps) and specialty chemical company Croda (down 18%, -40bps). While 
near term fundamentals softened, we added to each position as we believe the 
longer-term investment case remain strong and this has been reflected in the 
stock prices beginning to recover over the last few months. 

◼ Sector allocation was a positive of 1.6% relative to the benchmark. With the 
strongest returns of over 20% coming from both the Information Technology 
sector (12.7% average exposure, 3.1% contribution to returns) and the Financials 
sector (10.5% exposure, 2.8% contribution to returns). The portfolio was also 
underweighted some of the poorer performing sectors being Real Estate (0.6% 
exposure, 7.3% u/w), Energy (1.5% exposure, 3.0% u/w) and Utilities (no 
exposure, 4.6% u/w). While the overweight to Health Care was a negative from 
an allocation perspective, the large allocation and good stock picking within the 
sector still meant that it delivered a good contribution to returns (18.1% average 
exposure, 3.1% contribution). 

◼ In terms of ESG credentials, the UBAM - Bell Global SMID Cap Equity portfolio 
was AA rated by MSCI ESG Research at the end of December. Its 7.8 ESG 
Quality Score represented a 21% excess to the SMID Cap Index at 6.4. Looking 
at environmental risk more specifically, our strategy was showing 87% less 
carbon risk than its benchmark at the end of the quarter (in tonnes CO2e/USD 
million sales). 

◼ The cash level averaged around 3.3% of the portfolio over the year, and while 
modest, the strong returns in the market meant that it was a -0.5% drag from an 
allocation perspective. 

 

 

Portfolio Activity 
 

 

 

 

 

 

 

 

 

 

◼ Reflecting on portfolio activity during 2023, portfolio turnover was a little more 
elevated than usual as the rapidly evolving economic environment and fluctuating 
investor confidence contributed to heightened market volatility. This provided 
opportunities to make some wholesale name changes, along with adds and trims 
to existing positions, all with the view of driving better long-term returns for the 
portfolio. 

◼ There were a number of new stocks introduced to the portfolio, each of which had 
an attractive combination of quality characteristics and solid valuation support. 
Examples of the new names added to the portfolio during the year included 
Advanced Drainage Systems (Industrials), Auto Trader (Communication 
Services), Agilent Technologies (Health Care) and MSCI (Financials). 
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◼ As well as the new names purchased, we also took advantage of the temporary 
market dislocations to add to a range of existing holdings throughout the year 
including Icon (Health Care), Deutsche Boerse (Financials), Assa Abloy 
(Industrials) and RightMove (Communication Services). 

◼ On the sell side of the equation, we exited stocks such as Idexx Labs (Health 
Care) and Church & Dwight (Consumer Staples) due to elevated valuation risk, 
while other names such as Nihon M&A Center (Industrials) and Novozymes 
(Materials) were sold due to our investment thesis changing as the quality 
characteristics and fundamental outlook for the company deteriorated. We also 
trimmed a range of existing positions where the upside potential had reduced 
after strong outperformance, including Broadridge Financial Solutions 
(Industrials), Cencora (Health Care) and Partners Group (Financials).  

◼ At a sector level, the most material changes to portfolio positioning included an 
increase in exposure to Financials and a decrease in exposure to Information 
Technology and Materials. These changes are more reflective of underlying risk 
/ reward of individual names in each sector, rather than any major top-down 
influence. For example, within the Information Technology sector we exited Arista 
Networks after a very strong rally and trimmed other names such as Cognizant 
Technology Solutions and CGI Inc after strong performance, while 
opportunistically introducing new names within the Financials sector including 
MSCI, FactSet and Houlihan Lokey. 

◼ At the end of 2023 the portfolio remains overweight Health Care (10% o/w), 
Consumer Discretionary (4.3% o/w) and Consumer Staples (2.7% o/w), while the 
largest underweights at a sector level are Real Estate (7.9% u/w), Materials (5.7% 
u/w) and Utilities (4.5% u/w). 

◼ From a regional/country perspective, the largest allocation remains North 
America at 55.3% with the US at 53.4% and Canada 2.2%. The allocation to 
Europe increased slightly over the period, ending at 31.8% and the Asia-Pacific 
region decreased slightly, just above 8%. All allocations were quite stable over 
the year with major changes being at a country level with a reduction in Canada 
and an increase in the U.K. 

◼ At the end of December, the largest positions were Asian stock exchange Hong 
Kong Exchanges (2.7%), IT services company Genpact (2.6%), distributor Bunzl 
(2.6%), exchange operator Deutsche Boerse (2.6%) and lock and door system 
manufacturer Assa Abloy (2.6%). The investment team has maintained a 
somewhat diversified approach to portfolio construction with the goal of 
generating a diversified contribution to overall portfolio returns. 

 
 

Outlook 
 

 
 
 
 
 
 
 
 
 
 

 

 

◼ As we start the new year, we are actually very optimistic about markets and the 
opportunity set that we have available to us. As far as markets are concerned, 
we feel that equities – for the most part – are quite attractively valued. The 
valuation of the MSCI World SMID index was on a fwd P/E of 16.1x at the end of 
December which is more than a point lower than the MSCI World Index at 17.4x 
and at a material discount to long term averages. The expected earnings growth 
rate in small and mid-cap stocks is also higher than the broader market. 

◼ In other words, we feel that there is a reasonable valuation underpinning to 
equites more generally and if we do see moderating interest rates in the back half 
of 2024, we wouldn’t be surprised to see some multiple expansion, especially in 
small and mid-cap stocks. We would also note that we see numerous 
opportunities in the market where the valuations are depressed and should mean 
revert in 2024. 
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◼ While 2023 was a somewhat frustrating year for us from a relative perspective, 
we feel the set-up for 2024 is very positive for the SMID Cap cohort of the market 
and our ‘Quality at a Reasonable Price’ strategy in general. It is also somewhat 
analogous to 2016 which was also a tough year for broad-based quality – as the 
Brexit vote and Donald Trump’s election victory triggered numerous anomalies in 
markets. At that point we stuck to our process, opportunistically added mispriced 
quality exposure and in doing so our SMID Cap strategy subsequently 
outperformed very strongly over the following five-year period. While the 
background music is a little different now, we are sticking to our process and have 
been able to opportunistically improve our quality exposure in recent months. 
With that in mind, we are confident that 2024 & 2025 will be positive years for our 
global strategies. 
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Disclaimer 

 
This is a marketing document and is intended for informational and/or marketing purposes only. It is intended to be used only by the person(s) to 

whom it was delivered. It may not be reproduced (in whole or in part) or delivered, given, sent or in any other way made accessible, to any other person without 

the prior written approval of Union Bancaire Privée, UBP SA or any entity of the UBP Group (UBP). This document reflects the opinion of UBP as of the date of 

issue. This document is for distribution only to persons who are Professional clients in Switzerland or Professional clients or an equivalent category of investor as 

defined by the relevant laws (all such persons together being referred to as “Relevant Persons”).  

 

This document is directed only at Relevant Persons and must not be acted on or relied on by persons who are not Relevant Persons. It is not intended for 

distribution, publication, or use, in whole or in part, in any jurisdiction where such distribution, publication, or use would be unlawful, nor is it directed at any person 

or entity at which it would be unlawful to direct such a document. In particular, this document may not be distributed in the United States of America and/or to US 

persons (including US citizens residing outside the United States of America). This document has not been produced by UBP’s financial analysts and is not to be 

considered financial research. It is not subject to any guidelines on financial research and independence of financial analysis. Reasonable efforts have been made 

to ensure that the content of this document is based on information and data obtained from reliable sources. However, UBP has not verified the information from 

third sources in this document and does not guarantee its accuracy or completeness. UBP makes no representations, provides no warranty and gives no 

undertaking, express or implied, regarding any of the information, projections or opinions contained herein, nor does it accept any liability whatsoever for any 

errors, omissions or misstatements. The information contained herein is subject to change without prior notice. UBP gives no undertaking to update this document 

or to correct any inaccuracies in it which may become apparent. This document may refer to the past performance of investment interests. Past performance is 

not a guide to current or future results. The value of investment interests can fall as well as rise. Any capital invested may be at risk and investors may not get 

back some or all of their original capital. Any performance data included in this document does not take into account fees, commissions, and expenses charged 

on issuance and redemption of securities, nor any taxes that may be levied. Changes in exchange rates may cause increases or decreases in investors’ returns. 

All statements other than statements of historical fact in this document are “forward-looking statements”. Forward-looking statements do not guarantee future 

performances. The financial projections included in this document do not constitute forecasts or budgets; they are purely illustrative examples based on a series 

of current expectations and assumptions which may not eventuate. The actual performance, results, financial condition and prospects of an investment interest 

may differ materially from those expressed or implied by the forward-looking statements in this document as the projected or targeted returns are inherently subject 

to significant economic, market and other uncertainties that may adversely affect performance. UBP also disclaims any obligation to update forward-looking 

statements, as a result of new information, future events or otherwise. The contents of this document should not be construed as any form of advice or 

recommendation to purchase or sell any security or funds. It does not replace a prospectus or any other legal documents, which can be obtained free of charge 

from the registered office of a fund or from UBP. The opinions herein do not take into account individual investors’ circumstances, objectives, or needs. Each 

investor must make their own independent decision regarding any securities or financial instruments mentioned herein and should independently determine the 

merits or suitability of any investment. In addition, the tax treatment of any investment in the fund(s) mentioned herein depends on each individual investor’s 

circumstances. Investors are invited to carefully read the risk warnings and the regulations set out in the prospectus or other legal documents and are advised to 

seek professional counsel from their financial, legal and tax advisors. The tax treatment of any investment in a Fund depends on the investor’s individual 

circumstances and may be subject to change in the future. This document should not be deemed an offer nor a solicitation to buy, subscribe to, or sell any 

currency, funds, products, or financial instruments, to make any investment, or to participate in any particular trading strategy in any jurisdiction where such an 

offer or solicitation would not be authorised, or to any person to whom it would be unlawful to make such an offer or solicitation. Telephone calls to the telephone 

number stated in this presentation may be recorded. UBP will assume that, by calling this number, you consent to this recording. 

 

Pursuant to Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 on sustainability‐related disclosures in the financial 

services sector (the “Disclosures Regulation” or “SFDR”), funds are required to make certain disclosures. Funds falling under the scope of Article 6 of the SFDR 

are those which have been deemed not to pursue an investment approach that explicitly promotes environmental or social characteristics or has sustainable 

investment as their objective. The investments underlying this financial product do not take into account the EU criteria for environmentally sustainable economic 

activities. Notwithstanding this classification, the Investment Managers may take account of certain sustainability risks as further described in the fund’s prospectus. 

Funds falling under the scope of Articles 8 or 9 of the SFDR are those subject to sustainability risks within the meaning of the SFDR. The sustainability risks and 

principal adverse impacts as stipulated in the SFDR are described in the prospectus. In addition, unless otherwise specified, all funds apply the UBP Responsible 

Investment policy, which is available on https://www.ubp.com/en/investment-expertise/responsible-investment 

UBP relies on information and data collected from ESG third party data providers which may prove to be incorrect or incomplete. Although UBP applies a proven 

selection process of such third-party providers, its processes and proprietary ESG methodology may not necessarily capture appropriately the ESG risks. Indeed, 

data related to sustainability risks or PAI are today either not available or not yet systematically and fully disclosed by issuers, may be incomplete and may follow 

various methodologies. Most of the ESG factors information is based on historical data that they may not reflect the future ESG performance or risks of the 

investments. 

 

ESG information providers: Although Union Bancaire Privée, UBP SA, ESG information providers (the “ESG Parties”) obtain information from sources they 

consider reliable, none of the ESG Parties warrants or guarantees the originality, accuracy and/or completeness of any data herein. None of the ESG Parties 

makes any express or implied warranties of any kind, and the ESG Parties hereby expressly disclaim all warranties of merchantability and fitness for a particular 

purpose, with respect to any data herein. None of the ESG Parties shall have any liability for any errors or omissions in connection with any data herein. Further, 

without limiting any of the foregoing, in no event shall any of the ESG Parties have any liability for any direct, indirect, special, punitive, consequential or any 

other damages (including lost profits) even if notified of the possibility of such damages. 

 

Any subscriptions not based on the funds’ latest prospectuses, KIDs or KIIDs (as appropriate), annual or semi-annual reports or other relevant legal documents 

(the “Funds’ Legal Documents”) shall not be acceptable. The KID is also available in the local language of each country where the share class is registered and 

available on UBP Website: https://www.ubp.com/en/funds.html. The Funds’ Legal Documents may be obtained free of charge from Union Bancaire Privée, 

UBP SA, 96-98 rue du Rhône, P.O. Box 1320, 1211 Geneva 1, Switzerland (UBP), from UBP Asset Management (Europe) S.A., 287–289 route d’Arlon, 1150 

Luxembourg, Grand Duchy of Luxembourg, and from Union Bancaire Gestion Institutionnelle (France) SAS, 116 avenue des Champs-Elysées, 75008 Paris, 

France. The English version of the prospectus of the Fund as well as a summary of investor rights associated with an investment in the Fund are available on 

www.ubp.com. The fund’s management company may decide to terminate or cause to terminate the arrangements made for the marketing of its collective 

investment undertakings in accordance with Article 93a of Directive 2009/65/EC. The Swiss representative and paying agent of the foreign funds mentioned herein 

is UBP.The Funds’ Legal Documents may be obtained free of charge from UBP, as indicated above. 

 

This content is being made available in the following countries: 

 

Switzerland: UBP is authorised and regulated in Switzerland by the Swiss Financial Market Supervisory Authority (FINMA).  The head office is Union Bancaire 

Privée, UBP SA, 96-98 rue du Rhône, P.O. Box 1320, 1211 Geneva 1, Switzerland.ubp@ubp.com | www.ubp.com 

 

United Kingdom: UBP is authorised in the United Kingdom by the Prudential Regulation Authority (PRA) and is subject to regulation by the Financial Conduct 

Authority (FCA) and limited regulation by the PRA. 

 

France: Sales and distribution are carried out by Union Bancaire Gestion Institutionnelle (France) SAS, a management company licensed by the French Autorité 

des Marchés Financiers, - licence n° AMF GP98041; 116, av. des Champs Elysées l 75008 Paris, France T +33 1 75 77 80 80 Fax +33 1 44 50 16 19 

www.ubpamfrance.com 
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Luxembourg: through UBP Asset Management (Europe) S.A., a Management Company authorised under Chapter 15 of the Law of 17 December 2010 relating 

to undertakings for collective investment (the “2010 Law”) and an Alternative Investment Fund Manager authorised under the Law of 12 July 2013 (the “AIFM 

Law”), which manages undertakings for collective investment subject to Part I of the 2010 law and other types of funds which qualify as alternative investment 

funds.  287-289, route d’Arlon P.O. Box 79 1150 Luxembourg T +352 228 007-1 F +352 228 007 221. 

 

Hong Kong: UBP Asset Management Asia Limited (CE No.: AOB278) is licensed with the Securities and Futures Commission to carry on Type 1 – Dealing in 

Securities, Type 4 – Advising on Securities and Type 9 – Asset Management regulated activities. The document is intended only for Institutional or Corporate 

Professional Investor and not for public distribution. The contents of this document have not been reviewed by the Securities and Futures Commission in Hong 

Kong. Investment involves risks. Past performance is not indicative of future performance. Investors should refer to the fund prospectus for further details, including 

the product features and risk factors. The document is intended only for Institutional Professional Investor and not for public distribution. The contents of this 

document and any attachments/links contained in this document are for general information only and are not advice. The information does not take into account 

your specific investment objectives, financial situation and investment needs and is not designed as a substitute for professional advice. You should seek 

independent professional advice regarding the suitability of an investment product, taking into account your specific investment objectives, financial situation and 

investment needs before making an investment. 

The contents of this document and any attachments/links contained in this document have been prepared in good faith. UBP Asset Management Asia Limited 

(UBP AM Asia) and all of its affiliates accept no liability for any errors or omissions. Please note that the information may also have become outdated since its 

publication.  UBP AM Asia makes no representation that such information is accurate, reliable or complete. In particular, any information sourced from third parties 

is not necessarily endorsed by UBP AM Asia, and UBP AM Asia has not checked the accuracy or completeness of such third-party information. 

Singapore: This document is intended only for accredited investors and institutional investors as defined under the Securities and Futures Act (Cap. 289 of 

Singapore) (“SFA”). Persons other than accredited investors or institutional investors (as defined in the SFA) are not the intended recipients of this document and 

must not act upon or rely upon any of the information in this document. The financial products or services to which this material relates will only be made available 

to clients who are accredited investors or institutional investors under the SFA. This document has not been registered as a prospectus with the MAS. Accordingly, 

this document and any other document or material in connection with the offer or sale, or invitation for subscription or purchase, of this product may not be 

circulated or distributed, nor may the product be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, 

to persons in Singapore other than (i) to institutional investors under Section 274 or 304 of the Securities and Futures Act (Cap. 289) of Singapore ("SFA"), (ii) to 

relevant persons pursuant to Section 275(1) or 305(1), or any person pursuant to Section 275(1A) or 305(2) of the SFA, and in accordance with the conditions 

specified in Section 275 or 305 of the SFA, or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA. This 

advertisement has not been reviewed by the Monetary Authority of Singapore. 
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