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ments have incurred substantial dollar debts. Currencies of ener-
gy exporting countries fell hard as market participants adjusted 
for worsened terms of trade. Only the perceived safe havens of 
the Swiss franc and the Japanese yen, along with the Hong Kong 
dollar, managed any appreciation against the US dollar, while 
several Emerging Markets currencies fell more than 20%. The 
euro and the yuan fell only slightly.

Consistent with the fraught economic backdrop, non-cyclical 
sectors outperformed in equity markets. Health Care performed 
best, with strong relative performance in Pharmaceutical and 
Biotechnology stocks since drug sales are typically less sensitive 
in recessions and may even see an uplift in the event of new 
treatments for COVID-19. Consumer Staples also outperformed, 
as demand for essential household products, unlike discretion-
ary goods, is expected to remain stable in the face of consumers 
self-isolating. Utilities—again, facing stable demand, outper-
formed. Energy stocks fell in sympathy with the dramatic fall in 
oil prices. Materials and Financials performed poorly, anticipat-
ing the overall decline in economic activity and likely increase in 
defaults. Unexpectedly, Information Technology (IT), normally 
a cyclical sector, outperformed in the decline, a topic we address 
later in this report.

 MARKET REVIEW

International markets fell savagely in the first quarter as the 
COVID-19 pandemic engulfed the planet. The size and speed of 
the equity market decline were unprecedented, with volatility 
reaching levels not seen since the global financial crisis. While 
markets recovered somewhat in the last two weeks of the quar-
ter, equity markets nevertheless posted their worst quarter since 
2008. All regions and sectors finished in negative territory.

The quarter began with the US killing of a top Iranian general, 
escalating tensions in the Middle East before investor attention 
was gripped by mushrooming outbreaks of a novel coronavirus 
in China. By mid-February, Chinese authorities locked down the 
entire province of Hubei, an area the size of Illinois but, at nearly 
60 million people, four times its population. Within a month, 
the World Health Organization declared the outbreak a global 
pandemic. Although the respiratory disease spread first in Asia, 
the epicenter shifted rapidly to Europe and the United States. By 
quarter-end, the infection had spread to over 180 countries, and 
governments everywhere were struggling to contain the disease 
and its fallout. The ensuing travel restrictions, enforced business 
closures, and home confinements brought economic activity to 
a shuddering stop.  

A severe global recession is now at hand. One data point from 
first-affected China—an 79% decline in nationwide auto sales in 
February—is a harbinger of the speed and depth of declines in 
economic activity we should expect elsewhere. Exacerbating the 
turmoil, Saudi Arabia decided to retaliate against Russia for its 
unwillingness to curb oil production, flooding the market with 
excess supplies of oil. A price war between two of the world’s 
largest oil producers amid a collapse in demand pushed oil pric-
es down to an 18-year low of just under US$23 for Brent crude. 

While global equity markets gyrate violently, government bond 
yields in developed markets plumb new lows. As the health crisis 
morphs into a full-blown economic crisis, policymakers are grap-
pling with how to respond. On the monetary front, central bank-
ers have pulled out all the stops. The Bank of England  pledged 
unlimited support to large company financings, the US Federal 
Reserve lowered short-term rates to near-zero and unveiled ag-
gressive actions to keep credit flowing, and the European Cen-
tral Bank  expanded its asset purchase program, relaxing its asset 
eligibility requirements for both sovereign and corporate issuers. 
The People’s Bank of China cut its reserve requirement ratio—
twice—hoping to spur bank lending. On the fiscal front, govern-
ments have responded with massive spending plans, dwarfing 
the rescue programs from the global financial crisis. The United 
States passed a US$2.2 trillion economic relief package, and Eu-
ropean governments pledged hundreds of billions of euros to 
mitigate the sudden losses of personal and corporate incomes. 
Chinese officials committed to increase spending on infrastruc-
ture projects. 

Currency effects were large in the quarter, as domestic demand 
for US dollar liquidity combined with overseas demand roiled 
money markets in many countries where companies or govern-
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Viewed by geography, Asian markets were the most resilient. 
China performed the best of any major market despite being the 
locus of the outbreak, perhaps reflecting the success of domes-
tic containment efforts once the virus had been identified. Ja-
pan, Hong Kong, Taiwan, and New Zealand also held up better 
than most other markets. Countries heavily reliant on commodi-
ties and energy, such as Australia, Canada, Norway, Indonesia, 
Russia, and Brazil, performed the worst. Emerging Markets as 
a group performed in-line with developed markets, but almost 
solely due to the strong relative performance of China. 

Style effects in the quarter showed a clear investor preference 
for safety, which accelerated through mid-March before easing 
slightly following the passage of the US stimulus package. High-
quality companies, that is, those with more consistent returns 
and low leverage, outperformed those with more cyclical rev-
enues and higher debt loads. Another pronounced effect was 
how much investors preferred growth companies: the cohort of 
the fastest-growing outperformed that of the slowest-growing 
by 1,050 basis points, keeping their high valuations. Value un-
derperformed by a wide margin, hurt especially by poor returns 
from Financials and Energy. 

 PERFORMANCE AND ATTRIBUTION

The International Equity Research composite fell 23.4% in the 
first quarter, in line with the 23.3% decline of its benchmark, 
the MSCI All Country World ex-US Index. 

Poor stocks detracted from our relative performance in nine of 
the eleven sectors, especially Consumer Staples, Energy, and 
Financials. In Staples, the positive impact of our overweight 
to the strong-performing sector was more than offset by weak 
stocks. Coca-Cola HBC, one of the world’s largest Coca-
Cola anchor bottlers, was punished in part by its geographic 
footprint: among its largest markets, Nigeria and Russia are 
major oil producers and Italy has suffered an especially severe 
toll from COVD-19. The cancellation of major sports events 
(such as the European Football Championship, which has been 
delayed until 2021) will also hurt its sales. In February, shares 
of Anheuser-Busch InBev fell after the Belgium-based brewer 
reported that beverage sales volume growth slowed in the third 
and fourth quarters. Energy was the worst-performing sector 
due to the dramatic drop in oil prices, and our underweight was 
helpful. Stock selection was weak, however, including Royal 
Dutch Shell, which dropped after it halted stock buybacks 
and reduced capital expenditures. In Financials, Standard 
Chartered, a UK-headquartered bank with a significant history 
and presence in Hong Kong, reported solid 2019 results in 

March. However, its stock fell sharply after it backed away 
from its 2020 guidance due to falling expectations for revenue 
growth and rising expectations for loan losses. 

Our underweight to Communication Services hurt our relative 
performance. Chinese internet giant Tencent’s shares rose amid 
rising demand for its games, social networks, cloud services, 
and remote-work solutions thanks to China’s virus-containment 
efforts. Although we own a stake in the company, our 30 basis 
point position is smaller than that in the benchmark.

Good stocks in Materials helped, including flavors-and-
fragrance producer Symrise. We expect the German company 
to continue enjoying strong demand for its ingredients used in 
a variety of foods and soaps. Shares of French industrial gas 
company Air Liquide, which is experiencing rising demand 
for oxygen from health care providers, also outperformed. The 

SECTO R PERFO RMANCE ATTRIBUTIO N
FIRST Q UARTER 2020
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Companies held in the portfolio during the quarter appear in bold type; only
the first reference to a particular holding appears in bold. The portfolio is
actively managed therefore holdings shown may not be current. Portfolio
holdings should not be considered recommendations to buy or sell any
security. It should not be assumed that investment in the security identified
has been or will be profitable. To request a complete list of holdings for the
past year, please contact Harding Loevner. A list of the 25 largest holdings
at March 31, 2020 is available on page 9 of this report.
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company is leading an alliance of French industrial companies 
to produce hospital ventilators for COVID-19 patients.  

By geography, our stocks detracted in all regions except 
Japan and Pacific ex-Japan. In Europe ex-EMU, Sonova, a 
Switzerland-based manufacturer of hearing aids and cochlear 
implants, shuttered many of its retail stores as patients deferred, 
or were forced to defer, fittings and non-elective procedures. 
In Emerging Markets, China was the best-performing market, 
but we were underweight and our stocks lagged the market. 
Online travel agency Trip.com Group has faced high costs 
from paying employees overtime to assist customers and 
covering cancellation fees from those hotels and airlines that 
refused to waive them. We think it will be rewarded for its 
efforts to reduce hassles and expenses for customers with client 
retention and enhanced brand equity. Sands China, a Macau 
casino operator, underperformed as it closed its operations to 
mitigate the virus outbreak.

Our overweight to Japan, the best-performing region, boosted 
our relative returns. We also had strong stocks in this market. In 
late January, Chugai Pharmaceutical reported strong revenue 
growth for the fourth quarter. Chugai and Switzerland’s Roche 
also benefited from news that their co-promoted drug Actemra 
could treat COVID-19 symptoms.

 PERSPECTIVE AND OUTLOOK

Since early March, the focus of our investment team has been 
on the following:

1. Reviewing all portfolio holdings or followed compa-
nies for newly heightened risks to the investment thesis 
from the market environment, either in their business 
model or in their financial structure. 

2. Deploying modest cash reserves into companies we 
strongly admire, but whose shares have seemed far too 
highly priced until now. 

3. Examining our existing holdings for evidence of price 
dislocations, instances where share prices have either 
over or under reacted relative to our understanding of 
their longer-term prospects. Mispricing due to the short-
term urgency of others’ behavior can offer rich opportu-
nities for investors with a long-term investment horizon. 

4. Divining in what ways companies and individuals 
may behave differently after the coronavirus is over-
come (if they do.) We cannot recall a bear market that 
has not witnessed a change in the kinds of stocks to lead 
the market, usually because a different set of companies 
is seen to be (revealed to be?) delivering essential prod-
ucts or services, because individuals or companies are 
demanding them. Alternatively, nothing may change in 
economic behavior but share prices may reach extremes 
of pessimism that imply wrongly that behavior will 

change—another form of opportunity for astute inves-
tors with a suitably long horizon. 

The stocks of high-quality, fast-growing companies have held 
their ground well in this market decline, which has compressed 
a bear market into (so far) just six weeks. Among high-quality 
companies, those with high market capitalizations have out-
performed their smaller counterparts. Since our portfolio holds 
stocks across the market-cap spectrum, our performance was 
hurt due to our underweight to large caps and overweight to 
small-to-mid cap stocks.   

The resilience of quality has come widely to be expected, lead-
ing us to fear that, because of the growth in their popularity, 
shares of high-quality companies might not be as stable in “the 
next downturn” as in prior episodes. That has not been the 
case in this one, so far. But the resilience of growth stocks is a 
marvel of this decline. In the US (the stock market for which 
we have the longest data series), the IT sector, for example, 
has underperformed the broader market in all but one bear 
market since 1926. This time, Global IT fell only 14%, which is 
one-third less than the overall global stock market. Non-US IT 
fell six percentage points less than the ACWI ex-US Index. It is 
unheard of for IT to rival the performance of non-cyclical and 
traditionally “defensive” sectors of Consumer Staples or Utili-
ties in down markets, yet it has done so this time. This anomaly 
makes perfect sense, however, considering how companies and 
individuals have responded to the pandemic in ways that accel-
erate the trends that were already fueling the growth of compa-
nies that exploit the internet as a mode of commerce.

The most obvious of these trends is the increasing share of 
online spending at the expense of brick-and-mortar shops and 
malls. Online retailers Alibaba, Amazon, and eBay, along with 
grocers that were prescient to build online ordering and ful-
fillment infrastructure, have provided a lifeline to hundreds of 
millions who find themselves unable to leave their homes. This 
mass migration to online shopping will not reverse when the 
pandemic subsides, so long-term growth in customers will have 
been drawn forward for the companies best able to ramp up 
during the crisis. Their gain in market share from traditional 
retailers will be sustained, especially as many smaller ones may 
not survive, further increasing the economies of scale enjoyed 
by the largest ecommerce players. 

Likewise, online or contactless payments mechanisms, already 
a healthy growth area, will record broadening acceptance 
and usage, with exchange of currency and coin increasingly 
avoided as a point of viral transmission risk. Companies who 
provide secure online networks or otherwise enable online or 
contactless payment functions are growing stronger even as the 
economy lapses into a coma.  

Online communications and employee productivity are under-
going an acid-test of mass remote working. This has stimulated 
explosive, but temporary, demand for the latest devices, but 
probably also sustained demand for upgraded software, cloud 
computing services, and IT consulting services by companies 
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finally recognizing the need to catch up to their more forward-
looking, digitally sophisticated peers. 

On the losing side, wanderlust and trust of strangers have 
sustained a mighty blow from which they will take time to 
recover. The collateral victim of this is the travel industry, 
including online travel facilitators—exceptions to the general 
resilience of online businesses. Likewise, we’d guess that the 
“sharing” economy will be slow to recover from a deep swoon 
in customer usage: trusting that your Uber driver (and their 
prior passengers), or the previous occupants of your rented 
home via Airbnb are not virus-carriers seems a way off, to 
our mind.

By and large, though, most of yesterday’s fast-growing com-
panies seem destined to be tomorrow’s as well, provided they 
don’t need constant access to more capital. But the high prices 

the market has afforded the stocks of the fastest growing busi-
nesses, driven by the relative performance of growth stocks this 
quarter combined with all the performance that has come be-
fore, mean that valuation premium afforded the priciest stocks 
is now larger than at almost any time in the last century. The 
first chart below illustrates the valuation spread between the 
most expensive 20% of U.S stocks and the rest of the market 
expressed as units of standard deviation relative to its long-
term trend. Relative valuations for expensive stocks typically 
swing between plus or minus one or two standard deviations 
but on rare occasions rise to great peaks often associated with 
general market dislocations.

The same disparity in valuations extends around the globe, to 
varying degrees, with the exception of China, shown in the sec-
ond chart.

Source: Empirical Research Partners Analysis.
1US data since 1926. Japan and emerging markets regional data since 1997.
2UK data based on the largest 350 companies.

Source: National Bureau of Economic Research, Empirical Research Partners Analysis.
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And the phenomenon is repeated within sectors, even in those 
with heightened risk to profitability such as Energy and Finan-
cials, as the above chart of the US industry group spreads over 
70 years illustrates.

This causes us to worry about the future relative performance 
potential of our favorite companies’ shares.  Value-oriented 
strategies have been the better performers following prior epi-
sodes of anything approaching this sort of extreme in valuation 
spreads.  We are wrestling with a conundrum: cheaper stocks 
are cheap for a reason; their issuers have not grown much, are 
financially leveraged, or operate in industries with poor com-
petitive structures that hamstring their ability to generate at-
tractive returns on capital—in a nutshell, companies of poor 
quality that are unlikely to grow. 

Even though we are unwilling to reach to the bottom of the 
quality- or growth-barrel to fill our portfolios, we have been 
pruning, and continue incrementally to prune, some of the 
most richly priced shares in our portfolio, and reinvesting the 
proceeds in companies that, albeit not the raciest, enjoy sturdy 
finances and respectable long-term growth outlooks. 

Another marvel of this bear market has been the astonishing 
outperformance of Chinese shares, especially those traded pri-
marily on the domestic Shanghai and Shenzhen exchanges, 
relative not only to the rest of Emerging Markets, but relative 
even to the US market. While there may be some effect from 
lower financialization (read: derivative engineering) in Chi-
nese markets, the prohibition of short-selling, and maybe even 
some muscular jawboning by their regulators, we think China’s 
outperformance is for the most part based on solid grounds. 
Despite being the first victim of the coronavirus, with no one’s 

example to learn from, Chinese authorities acted ferociously 
once they realized the scale and virulence of the disease, to the 
great benefit of their overall society. We in the West can easily 
overlook the daunting problems faced by the Chinese, given 
the sheer size of their migrant workforce (at nearly 300 mil-
lion, roughly the equivalent of the entire US population), most 
of  whom travel from their workplaces to the towns and prov-
inces from which they hail every Lunar New Year. Containing 
the coronavirus within a single province for the most part is a 
huge achievement for the Chinese government, even though it 
required brutal quarantine measures along with pervasive elec-
tronic monitoring of individuals, and will have come at a large, 
but temporary, cost to their industrial production.

 PORTFOLIO HIGHLIGHTS

The International Equity Research portfolio’s holdings are di-
rectly determined by analysts’ recommendations with respect 
to Harding Loevner’s collection of researched companies. In ad-
dition to responding to changes in the analysts’ ratings, we also 
adjust individual position weights periodically to maintain our 
desired risk profile of moderately below-market volatility and 
moderate tracking error.

During this quarter, our analysts recommended buying 38 com-
panies and selling 19, resulting in an increase in the number of 
our Health Care, IT, Financials, and Industrials holdings. The 
quarter ended with 210 companies in the portfolio. 

Our exposure to Consumer Staples rose by nearly three per-
centage points during the quarter. We bought French cosmetics 
giant L’Oréal after its share price fell and its valuation became 

Source: Empirical Research Partners Analysis.
1Based on an analysis of a 1,500 stock universe. Framework varies across sectors depending on what's efficacious.
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more reasonable. We expect the company’s strong e-commerce 
business to help offset the losses from the closure of brick-
and-mortar stores. L’Oréal has invested heavily to build out its 
digital commerce capabilities in recent years. We also estab-
lished new positions in Indian conglomerate Godrej, Japan’s 
Kobayashi Pharmaceutical, and the UK’s Reckitt Benckiser, a 
global producer of health and hygiene products. And we added 
to several of our existing positions, including the UK’s Coca-
Cola HBC, Switzerland’s Nestlé, and Shiseido, a leading Japa-
nese personal-care company. 

In Health Care, where our exposure rose by nearly two percent-
age points, we bought five companies. One of our new purchas-
es was Sartorius, a German supplier of equipment and con-
sumables to biopharmaceutical developers and manufacturers. 
The company is a leading producer of single-use products for 
biologically based drug manufacturing. Sartorius should con-
tinue to benefit from the increasing global use of biologic med-
icines over chemically synthesized ones. We also established 
positions in Swiss hearing-aid manufacturer Sonova Holding, 
Denmark-based medical device maker Coloplast, and Jiangsu 
Hengrui, a Chinese pharmaceutical company.

In Financials, we purchased Indonesia’s Bank Central Asia 
(BCA). BCA’s prudent credit-risk management has enabled it 
to operate profitably through economic cycles. Its large capital 
buffer should allow it to weather the economic shock from 
the pandemic. We also purchased Bupa Arabia, a health care 
insurer in Saudi Arabia. Our analyst believes the company’s 
leading market share and strong reputation should help it 
achieve stable growth and profitability. Our other purchases 
include Italian online brokerage firm Fineco, Banco Santander 
Chile, and Commercial International Bank of Egypt. We 
sold Bancolombia after it reported very weak fourth-quarter 
results. Our exposure to Financials fell by more than two 
percentage points as a result of these transactions and the 
sector’s underperformance. 

In Communication Services, we sold Japanese marketing and 
advertising agency Dentsu and Indian telecom tower provider 
Bharti Infratel, both due to growth concerns. Citing weak-
ness in overseas markets, Dentsu revised downward its rev-
enue growth forecast and announced plans to restructure its 
operations in seven countries. Bharti Infratel continued to ex-
perience regulatory pressure in its home market. One of the 
company's major tower tenants faces bankruptcy, further jeop-
ardizing its prospects.

By region, our exposure to Japan and the eurozone modestly 
rose during the quarter.  In Japan, we purchased Benefit One, 
a leading provider of outsourced corporate fringe benefits and 
other business services. The company, which has about 40% 
market share in Japan, benefits from sticky client relationships 
and its scale, which helps it negotiate better terms with ven-
dors. We also added to some of our existing Japanese holdings, 
including tractor manufacturer Kubota, industrial equipment 
maker Komatsu, and electric motor company Nidec. In the eu-
rozone, we purchased Kone, a Finnish elevator manufacturer, 

and Henkel, a German chemical and consumer goods company 
at attractive valuations.

Our exposure to Pacific ex-Japan fell as we trimmed some of 
our existing holdings, including Hong Kong insurer AIA Group 
and Australian mining giant BHP Billiton, to accommodate new 
purchases during the quarter. Our weight in Europe ex-EMU 
dropped primarily because of the region’s underperformance.
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INTERNATIONAL EQUITY RESEARCH 25 LARGEST HOLDINGS (AS OF MARCH 31 , 2020)

CO M PA N Y COUNTRY SECTOR EN D  WT. (%)

HOMESERVE  Emergency repair services UNITED KINGDOM INDUSTRIALS 1.1 

AIR LIQUIDE  Industrial gases producer FRANCE MATERIALS 1.1 

RIO TINTO  Mineral miner and processor UNITED KINGDOM MATERIALS 1.1 

NOVOZYMES  Biotechnology producer DENMARK MATERIALS 1.1 

CANADIAN NATIONAL RAILWAY  Railway operator CANADA INDUSTRIALS 1.1 

NITORI  Home-furnishings retailer JAPAN CONS DISCRETIONARY 1.1 

UNICHARM  Consumer products manufacturer JAPAN CONS STAPLES 1.1 

KUBOTA  Industrial and consumer equipment manufacturer JAPAN INDUSTRIALS 1.1 

SHIONOGI  Pharma manufacturer JAPAN HEALTH CARE 1.0 

KAO  Consumer products manufacturer JAPAN CONS STAPLES 1.0 

SGS  Quality assurance services SWITZERLAND INDUSTRIALS 1.0 

SYMRISE  Fragrances and flavors manufacturer GERMANY MATERIALS 1.0 

CHUGAI PHARMACEUTICAL  Pharma manufacturer JAPAN HEALTH CARE 1.0 

RECKITT BENCKISER  Consumer products manufacturer UNITED KINGDOM CONS STAPLES 1.0 

ALCON  Eye care products manufacturer SWITZERLAND HEALTH CARE 1.0 

ROCHE  Pharma and diagnostic equipment manufacturer SWITZERLAND HEALTH CARE 1.0 

DIAGEO  Alcoholic beverages manufacturer UNITED KINGDOM CONS STAPLES 1.0 

HENKEL  Consumer products manufacturer GERMANY CONS STAPLES 1.0 

SAP  Enterprise software developer GERMANY INFO TECHNOLOGY 1.0 

NESTLÉ  Foods manufacturer SWITZERLAND CONS STAPLES 1.0 

ALLIANZ  Financial services and insurance provider GERMANY FINANCIALS 1.0 

NOMURA RESEARCH INSTITUTE  IT consultant JAPAN INFO TECHNOLOGY 1.0 

SHIMANO  Bicycle component manufacturer JAPAN CONS DISCRETIONARY 1.0 

ABC-MART  Footwear retailer JAPAN CONS DISCRETIONARY 0.9 

ESSILORLUXOTTICA  Eyewear manufacturer and retailer FRANCE CONS DISCRETIONARY 0.9 

Model Portfolio holdings are supplemental information only and complement the fully compliant International Equity Research Composite GIPS Presentation. 
The portfolio is actively managed therefore holdings shown may not be current. Portfolio holdings should not be considered recommendations to buy or sell 
any security. It should not be assumed that investment in the security identified has been or will be profitable. To request a complete list of portfolio holdings 
for the past year contact Harding Loevner.
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PO RTFO LIO CHARACTERISTICS

1Weighted median; 2Trailing five years, annualized; 3Three-year average; 4Trailing three years annualized; 5Weighted harmonic mean; 6Weighted mean. Source: FactSet (Run date: April 3, 2020); Harding
Loevner International Equity Research Model, based on the underlying holdings; MSCI Inc.

QUALITY & GROWTH HL IER ACWI EX-US

PROFIT MARGIN1 (%) 12.4 11.2

RETURN ON ASSETS1 (%) 8.4 5.5

RETURN ON EQUITY1 (%) 15.2 12.3

DEBT/EQUITY RATIO1 (%) 42.7 57.3

STD DEV OF 5 YEAR ROE1 (%) 2.7 3.1

SALES GROWTH1,2 (%) 4.7 2.2

EARNINGS GROWTH1,2 (%) 8.5 7.2

CASH FLOW GROWTH1,2 (%) 10.0 7.8

DIVIDEND GROWTH1,2 (%) 7.3 5.9

SIZE & TURNOVER HL IER ACWI EX-US

WTD MEDIAN MKT CAP (US $B) 16.0 30.0

WTD AVG MKT CAP (US $B) 36.5 72.9

1Q20 CO NTRIBUTO RS TO  ABSO L UTE RETURN (%)

1Q20 D ETRACTO RS FRO M ABSO L UTE RETURN (%)

L AST 12 MO S CO NTRIBUTORS TO  ABSOL UTE RETURN (%)

L AST 12 MO S D ETRACTORS FROM ABSO L UTE RETURN (%)

LARGEST CONTRIBUTORS SECTOR AVG. WT. CONTRIBUTION

CHUGAI PHARMACEUTICAL HLTH 0.9 0.18

UNICHARM STPL 1.1 0.12

VOPAK ENER 0.2 0.10

KOBAYASHI PHARMA STPL 0.1 0.09

RECKITT BENCKISER STPL 0.1 0.08

LARGEST CONTRIBUTORS SECTOR AVG. WT. CONTRIBUTION

CHUGAI PHARMACEUTICAL HLTH 0.7 0.35

NOMURA RESEARCH INSTITUTE INFT 1.0 0.34

ASML INFT 0.8 0.34

ROCHE HLTH 1.1 0.19

SARTORIUS STEDIM BIOTECH HLTH 0.4 0.17

LARGEST DETRACTORS SECTOR AVG. WT. CONTRIBUTION

BANCO SANTANDER FINA 1.0 -0.49

ANHEUSER-BUSCH INBEV STPL 0.9 -0.49

BANKINTER FINA 0.8 -0.48

COCA-COLA HBC STPL 0.2 -0.41

ROYAL DUTCH SHELL ENER 0.9 -0.40

LARGEST DETRACTORS SECTOR AVG. WT. CONTRIBUTION

ANHEUSER-BUSCH INBEV STPL 0.6 -0.50

BANKINTER FINA 0.8 -0.47

BANCO SANTANDER FINA 0.9 -0.45

AMADEUS INFT 0.9 -0.42

BBA AVIATION INDU 0.7 -0.42

RISK & VALUATION HL IER ACWI EX-US 

ALPHA4 (%) 1.43 —

BETA4 0.98 —

R-SQUARED4 0.98 —

ACTIVE SHARE3 (%) 78 —

STANDARD DEVIATION4 (%) 14.79 14.92

SHARPE RATIO4 -0.12 -0.22

TRACKING ERROR4 (%) 2.2 —

INFORMATION RATIO4 0.64 —

UP/DOWN CAPTURE4 100/95 —

TURNOVER3 (ANNUAL %) 46.3 —

PRICE/EARNINGS5 16.3 12.9

PRICE/CASH FLOW5 12.2 7.3

PRICE/BOOK5 2.1 1.4

DIVIDEND YIELD6 (%) 2.7 3.8

The portfolio is actively managed therefore holdings identified above do not represent all of the securities held in the portfolio and holdings may not be current. 
It should not be assumed that investment in the securities identified has been or will be profitable. The following information is available upon request: (1) 
information describing the methodology of the contribution data in the charts above; and (2) a list showing the weight and contribution of all holdings during 
the quarter and the last 12 months. Past performance does not guarantee future results. In the charts above, “weight” is the average percentage weight 
of the holding during the period, and “contribution” is the contribution to overall performance over the period. Contributors and detractors exclude cash 
and securities in the Composite not held in the Model Portfolio. Quarterly data is not annualized. Portfolio attribution and characteristics are supplemental 
information only and complement the fully compliant International Equity Research Composite GIPS Presentation. Portfolio holdings should not be considered 
recommendations to buy or sell any security.
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INTERNATIONAL EQUITY RESEARCH COMPOSITE PERFORMANCE ( AS O F MARCH 31, 2020)

1Benchmark Index; 2Supplemental Index; 3Variability of the Composite and the Index returns over the preceding 36-month period, annualized; 4Asset-
weighted standard deviation (gross of fees); 5The 2020 YTD performance returns and assets shown are preliminary; 6N.A.–Internal dispersion less than
a 12-month period; 7N.M.–Information is not statistically significant due to an insufficient number of portfolios in the composite for the entire year;
+Less than 36 months of return data.

The International Equity Research Composite contains fully discretionary, fee-paying accounts investing in non-US equity and equity-equivalent
securities and cash reserves, and is measured against the MSCI All Country World ex-US Total Return Index (Gross) for comparison purposes. Returns
include the effect of foreign currency exchange rates. The exchange rate source of the benchmark is Reuters. The exchange rate source of the
Composite is Bloomberg. Additional information about the benchmark, including the percentage of composite assets invested in countries or regions
not included in the benchmark, is available upon request.

The MSCI All Country World ex-US Index is a free float-adjusted market capitalization index that is designed to measure equity market performance in the
global developed and emerging markets, excluding the US. The Index consists of 48 developed and emerging market countries. The MSCI EAFE Index
(Europe, Australasia, Far East) is a free float-adjusted market capitalization index that is designed to measure developed market equity performance,
excluding the US and Canada. The Index consists of 21 developedmarket countries. You cannot invest directly inthese Indices.

Harding Loevner LP claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in
compliance with the GIPS standards. Harding Loevner has been independently verified for the period November 1, 1989 through December 31, 2019.

Verification assesses whether (1) the firm has complied with all composite construction requirements of the GIPS standards on a firm-wide basis and (2)
the firm’s policy and procedures are designed to calculate and present performance in compliance with GIPS standards. Verification does not ensure the
accuracy of any composite presentation. The verification reports are available uponrequest.

Harding Loevner LP is an investment adviser registered with the Securities and Exchange Commission. Harding Loevner is an affiliate of Affiliated
Managers Group, Inc. (NYSE: AMG), an investment holding company with stakes in a diverse group of boutique firms. The firm maintains a complete list
and description of composites, which is available uponrequest.

Results are based on fully discretionary accounts under management, including those accounts no longer with the firm. Composite performance is
presented gross of foreign withholding taxes on dividends, interest income and capital gains. Past performance does not guarantee future results.
Policies for valuingportfolios, calculating performance, and preparing compliant presentations are available upon request.

The US dollar is the currency used to express performance. Returns are presented both gross and net of management fees and include the
reinvestment of all income. Net returns are calculated using actual fees. Actual returns will be reduced by investment advisory fees and other expenses
that may be incurred in the management of the account. The standard fee schedule generally applied to separate International Equity Research
accounts is 1.00% annually of the market value up to $20 million; 0.50% of amounts from $20 million to $100 million; 0.45% of amounts from $100
million to $250 million; above $250 million on request. Actual investment advisory fees incurred by clients may vary. The annual composite dispersion
presented is an asset-weighted standarddeviation calculatedfor the accounts in the composite the entire year.

The International Equity Research Composite was created on December 31, 2015.

INTL
EQUITY

RESEARCH
GROSS (%)

INTL
EQUITY

RESEARCH 
NET (%)

MSCI
ACWI

EX-US1

(%)

MSCI
EAFE2

(%)

INTL EQUITY 
RESEARCH 3-YR 
STD DEVIATION3

(%)

MSCI ACWI EX-
US 3-YR STD  
DEVIATION3

(%)

MSCI EAFE      
3-YR STD  

DEVIATION3

(%)

INTERNAL  
DISPERSION4

(%)

NO. OF  
ACCOUNTS

COMPOSITE  
ASSETS

($M)

FIRM  
ASSETS

(%)

2020 YTD5 -23.40 -23.54 -23.26 -22.72 14.79 14.92 14.36 N.A.6 1 16 0.03

2019 24.06 23.20 22.13 22.66 11.18 11.33 10.80 N.M.7 1 20 0.03

2018 -12.08 -12.74 -13.78 -13.36 11.45 11.40 11.27 N.M. 1 10 0.02

2017 30.59 29.64 27.77 25.62 + + + N.M. 1 11 0.02

2016 9.09 8.28 5.01 1.51 + + + N.M. 1 8 0.02
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