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In 2014, after four years of historically low interest rates and other 
unconventional tools of monetary policy, the head of the Bank of 
International Settlements noted that the “highly abnormal” was 
becoming “uncomfortably normal.” This statement was quite 
prophetic as rates were zero, or even negative in some countries, 
for another eight years and produced a wide-ranging array of 
impacts on risk assets.

With interest rates now increasing on a near-global basis, we 
are seeing investors sharpen their focus on fiscal deficits in 
all countries – both emerging and developed. It appears that 
select developed countries, particularly those lacking domestic 
energy assets and participating in sanctions against Russia, 
are seeing investor confidence in their sovereign debt and 
currency wane. As a result, we believe that certain emerging 
market countries, including India, may be in better shape than 
many developed nations.  

Another area of interest to us is the technology sector, where 
we have seen an almost 35 per cent price decline this year 
within the MSCI ACWI Index. Historically, buying cheap 
technology companies has not been rewarding for many 
investors. However, when an entire sector de-rates, it has been 
our experience that dislocations arise and we intend to take 
advantage of those opportunities. 

We remain overweight energy and are receiving what we 
consider to be an attractive dividend yield during a volatile 
period in the capital markets. While areas of both the energy and 
technology sectors are cyclical, their excess returns have been 
persistently negatively correlated over the last several years, 
which is helpful from a portfolio construction perspective.

Given all of the cross currents in the world, this should be a great 
time for active management to shine as we strive to navigate this 
potential “new abnormal” better than others. 

New Abnormal?

The highly abnormal 

is becoming 

uncomfortably normal. 

— Claudio Borio1
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Back in 2014, head of the Bank of International Settlements (BIS), Claudio Borio, was discussing the state of current global 
monetary affairs. This was on the heels of 2013’s taper tantrum in the US, as well as what would have been year four or so 
of zero rates and “unconventional monetary policy”. Back then, it was clear to some folks that the “abnormal was the new 
normal”. He probably did not realize how right he would ultimately be. 

Fast forward to 2022, and this appears to be what we are witnessing again, but this time, eight years of zero interest rate policy 
(ZIRP) or in Switzerland and Japan, negative interest rate policy (NIRP), has produced a wide-ranging array of impacts on risk 
assets. While it would be great if we lived in a world where every investor was not hanging onto every red line that comes out 
of some esoteric central bank, this is literally the landscape in which we find ourselves. As we have written about time and 
time again, we are not in the business of predicting what some group of alphabet soup will or will not do with monetary policy. 
However, we very much are in the business of managing risk, and in our view, this became increasingly more acute during  
3Q 2022 as both bond and equity market volatility spiked, thus sending the bond and equity markets lower. 

IMPORTANCE OF MACRO AWARENESS TO BOTTOM UP INVESTORS

We often remind our readers that despite the fact we are not macro investors, making allocation decisions on a top-down 
basis, we are very much macro aware. Not having an awareness to the macro conditions to which companies operate in is 
not a very profitable enterprise in our view. Coming out of an environment where the cost of capital was functionally zero, 
and access to that zero cost of capital was seemingly unlimited, is very different than the one we find ourselves in today. It is 
not just the companies themselves that we think need a keen awareness to macro, but rather investment funds allocating 
to a whole variety of products. While this may have seemed like a great idea at the zero bound, as rates rise, this wide variety 
of product allocation poses a big problem.2 To make matters worse, it may not be pension schemes that have the biggest 
funding challenges, but rather national governments themselves. 

For example, look at the United Kingdom (UK) and it’s growing current account deficit, as highlighted in a recent September 
2022 article in the Financial Times.3 At more than 8 per cent of GDP, this is the largest deficit Britain has faced since record 
keeping began in the 1950s and was almost entirely driven by the soaring cost of importing energy. We believe this is 
important for a variety of reasons, most importantly because a nation’s current account deficit/surplus is a measure of trade 
balances (or lack thereof) and of the differences between the cost of imports versus exports. A country that imports too many 
goods that are growing in price, while not offsetting those costs by increasing their exports, will generally leave a hole in the 
government’s coffers. 

GOVERNMENT DEBT AND FOREIGN CURRENCIES COME FRONT AND CENTER

To make matters worse, if the soaring deficits are something that cannot be controlled internally, say by being energy 
independent, then those deficits have to be made up by one of two primary sources: either foreign demand for government 
debt or by internal financing of government debt (more colloquially known as printing money). Unfortunately, the spiral does 
not stop there because if the former (potential foreign creditors) smell the latter (debt monetization) then the currency tends 
to weaken relative to others, which is exactly what we have seen play out with the pound versus the US dollar. 
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In Exhibit 1, we highlight the top 10 best and worst 
performing currencies relative to the US dollar since 
the invasion of Ukraine by Russia in late February of 
this year. Notice in the top chart, several emerging 
markets (EM) currencies generally, and the BRIC 
(less China) specifically, have done reasonably well 
on a relative basis. Now, look at the second chart, 
where two of the worst performing currencies are 
major G7 nations – UK and Japan! Despite Europe 
and all of its energy and fiscal issues, EUR/USD 
during this time period was middle of the pack, 
down ~12 per cent. With the UK hitting an all-time 
low relative to the US Dollar, Exhibit 1B illustrates 
that foreign confidence has eroded in the UK’s 
ability to manage its fiscal house.

DEVELOPED MARKETS NOW RUNNING 
THE EMERGING MARKETS PLAYBOOK

So why all of this deficit talk when deficits have 
not mattered for many decades? It turns out that 
sometimes they do matter, and in a big way. This 
type of “market rebellion” with a spike in bond 
yields and a declining currency is typically an 
emerging markets phenomenon, where countries 
that need access to hard currency (say US dollars) 
to satisfy non-local currency denominated liabilities 
(accumulated when rates were cheaper abroad 
than at home) cannot inflate their way out of a debt 
spiral with a currency they cannot print. Similarly, 
several developed market nations are now finding the EM playbook to be quite problematic because while the UK, Europe, 
and Japan cannot print US Dollars, they also cannot print energy. With this financing problem, and global investors no 
longer seeming to have an unsatiable appetite for financing perpetual current account deficits, could certain EM countries, 
and therefore companies, actually turn out to be in much better shape than many “developed” nations? In our view, they 
can, but we must be highly selective.

VOLATILITY CREATES OPPORTUNITY

While this may sound quite dire, in our view, all is certainly not lost on a global basis, and despite many acute issues, we are 
finding a variety of opportunities on a bottom-up basis, albeit in a meaningfully more bifurcated market than we have seen 
in the most recent past. For example, a notable high flying, previous COVID winner in Southeast Asia is shutting several 
operations and laying off staff citing “difficult macro conditions”.4 Additionally, FedEx came out during the quarter and 

MAJOR GLOBAL CURRENCY PERFORMANCE 
SINCE RUSSIA/UKRAINE WAR

Source: Bloomberg. Data for the time period from February 24 – September 30, 2022.
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warned about a global slowdown, which in our view, is a mix of not only higher prices, but also some operational challenges 
for the firm.5 So, similar issues are plaguing both the emerging and developed side of the house. 

However, for every negative piece of news, there were some positives. Select brands on the luxury side of the global market 
saw strong champagne volume growth, not simply price growth, suggesting that some consumers, generally at the higher 
end of things, are in decent shape.6 India is seeing strong, double-digit growth in mortgages outside of Tier 1 cities during 
2022.7 In our view, these green shoots are something 
the market is starting to appreciate as evidenced by 
India’s recent decoupling not only from the broader 
EM Index, but is also now outperforming the UK on 
the year, as highlighted in Exhibit 2. Notice as well, 
that while we spent quite a bit of time explaining the 
macro backdrop, all of these conditions, in our view, 
are highly informative to company specific, bottom-
up, investments. Ignoring the impact of currencies 
on company earnings or ignoring the energy supply 
dearth, to us, can leave investors on the wrong side of 
the portfolio returns ledger. 

While in our view the contrast between developed 
markets (DM) and EM unfolding this year is quite 
exceptional, what may have been the most interesting 
development throughout the quarter was the 
continued decline in the technology sector and the 
opportunities this provided. With the year-to-date 
(YTD) pullback being quite large, as technology is the 
second worst performing sector in the MSCI ACWI 
Index and down nearly 35 per cent YTD, we have 
identified some attractive tech-oriented ideas, on a 
case-by-case basis of course, particularly in the semi-
conductor space.

MULTIPLE FLAVORS OF CYCLICALITY

As we have been highlighting all year, the “tech wreck” that has occurred for both the fundamentals, and therefore, prices of 
many tech- and tech-like companies, is a real phenomenon. Even though this period of challenged fundamentals remains 
true — particularly for those companies that cannot fund themselves internally or relied on a world with a 0 per cent cost of 
capital to stay afloat — we believe there remains a select group of quality companies whose prices have come in faster than 
their fundamentals have declined. 

EXHIBIT 2: INDIA DECOUPLING MORE RECENTLY
Trailing 12-Month Cumulative Return

Source: S&P Capital IQ. MSCI index performance for the time period from October 
1, 2021 – September 30, 2022. Indexes are unmanaged, do not reflect deduction of 
fees and expenses, and are not available for direct investment.
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Take a look at Exhibit 3 to see how much the tech sector overall has seen valuations pull back. Looking at the last 20 years 
for both the MSCI ACWI and MSCI USA technology sector, we can see that prices have come in across the entire cohort, 
expensive (75th percentile) or cheap (25th percentile). With the recent decline in valuations, much of the froth has been 
taken out of the market and absolute price-to-earnings ratios as well as overall spreads (the delta between expensive and 
cheap) are much closer to historical norms. 

Additionally, while we have 
been touting all year that many 
companies within the tech space 
have “over earned” since COVID, 
that has not been entirely uniform. 
In our view, stronger businesses 
with more sustainable growth 
have actually seen results come in 
quite fine. 

As is always our aim, we find it part 
and parcel to our process to avoid 
being dogmatic, as not all sectors 
and companies within those 
sectors are created equally. Not 
only that, a valuation sensitivity is 
always critical, particularly for the 
growth that one can expect on a 
three-to-five-year time horizon. 
However, we find it important 
to make a distinction between a 
great business that is far cheaper 
today than say 12 months ago 
compared to a business that is 
simply cheap. Historically, buying 
cheap technology companies 
has not been a particularly great 
strategy. However, when the 
whole sector re-rates, dislocations 
pop up, and our aim is to take 
advantage of that opportunity. 

EXHIBIT 3: TECH VALUATIONS MORE IN LINE WITH 
HISTORICAL NORMS

Source: Bloomberg. MSCI index data for the time period from October 2002 – September 2022. Indexes 
are unmanaged, do not reflect deduction of fees and expenses, and are not available for direct investment.
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Therefore, the quarter, while not the most profitable 
one, and something we do not take lightly, did 
allow us to add a different type of cyclicality to 
the portfolio. Last, but not least, as we have been 
discussing throughout the year, energy continues 
to remain one of our largest exposures and we 
remain quite sanguine on our portfolio companies, 
particularly as we are paid to wait through short-
term noise.

It is also important from a portfolio construction 
perspective, that even though areas of both 
energy and technology are cyclical, they behave 
quite differently from one another, as highlighted 
in Exhibit 4. On an excess return basis, the 
combination of technology and energy is quite 
diversifying and on a rolling 12-week basis, has been 
persistently negatively correlated over the last 
several years. 

IN CLOSING

Perhaps a quick reminder on active management 
may be helpful. Grinold & Kahn showed us that the 
iron law of active management is the combination 
of breadth and skill.8 As global investors, we believe 
we have a quality team and enough universe coverage to capture the first part. If we can get the outlook for earnings 
durability correct, we believe that more often than not we can get the second part of the equation correct as well. 

Given all of the cross currents in the world, this should be a great time for active management to shine as we strive to 
navigate this potential “new abnormal” better than others. 

As always, thank you for your support.

Rajiv Jain 
Chairman & Chief Investment Officer 
GQG Partners LLC

EXHIBIT 4: SWEET + SALTY – TECHNOLOGY AND 
ENERGY HAVE PAIRED NICELY TOGETHER
Rolling 12-Week Excess Return Correlation 
S&P 500 Technology and Energy (Trailing Three Years)

Source: S&P Capital IQ. Data for the time period from December 27, 2019 – 
September 30, 2022. Indexes are unmanaged, do not reflect deduction of fees 
and expenses, and are not available for direct investment.
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DEFINITIONS
A negative interest rate policy (NIRP) is an unconventional monetary policy tool employed by a central bank whereby nominal target interest rates are 
set with a negative value, below the theoretical lower bound of zero percent.
A zero interest rate policy (ZIRP) is a method of stimulating growth while keeping interest rates close to zero. Under this policy, the governing central 
bank can no longer reduce interest rates, rendering conventional monetary policy ineffective.
The Currency Pair EUR/USD is the shortened term for the euro against US dollar pair, or cross for the currencies of the European Union (EU) and the 
United States (USD). The currency pair indicates how many US dollars (the quote currency) are needed to purchase one euro (the base currency).
The price-to-earnings (P/E) ratio is the ratio for valuing a company that measures its current share price relative to its earnings per share (EPS).
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IMPORTANT INFORMATION
The information provided in this document does not constitute investment advice and no investment decision should be made based on it. Neither the 
information contained in this document or in any accompanying oral presentation is a recommendation to follow any strategy or allocation. In addition, neither is 
a recommendation, offer or solicitation to sell or buy any security or to purchase of shares in any fund or establish any separately managed account. It should not 
be assumed that any investments made by GQG Partners LLC (GQG) in the future will be profitable or will equal the performance of any securities discussed 
herein. Before making any investment decision, you should seek expert, professional advice, including tax advice, and obtain information regarding the legal, 
fiscal, regulatory and foreign currency requirements for any investment according to the law of your home country, place of residence or current abode.
This document reflects the views of GQG as of a particular time. GQG’s views may change without notice. Any forward-looking statements or forecasts are 
based on assumptions and actual results may vary. GQG provides this information for informational purposes only. GQG has gathered the information in good 
faith from sources it believes to be reliable, including its own resources and third parties. However, GQG does not represent or warrant that any information, 
including, without limitation, any past performance results and any third-party information provided, is accurate, reliable or complete, and it should not be relied 
upon as such. GQG has not independently verified any information used or presented that is derived from third parties, which is subject to change. Information 
on holdings, allocations, and other characteristics is for illustrative purposes only and may not be representative of current or future investments or allocations.
Past performance may not be indicative of future results. Performance may vary substantially from year to year or even from month to month. The value of 
investments can go down as well as up. Future performance may be lower or higher than the performance presented and may include the possibility of loss of 
principal. It should not be assumed that investments made in the future will be profitable or will equal the performance of securities listed herein.
The information contained in this document is unaudited. It is published for the assistance of recipients, but is not to be relied upon as authoritative and is not to 
be substituted for the exercise of one’s own judgment. GQG is not required to update the information contained in these materials, unless otherwise required by 
applicable law. No portion of this document and/or its attachments may be reproduced, quoted or distributed without the prior written consent of GQG. 
GQG is registered as an investment adviser with the U.S. Securities and Exchange Commission. Please see GQG’s Form ADV Part 2, which is available upon 
request, for more information about GQG.
Any account or fund advised by GQG involves significant risks and is appropriate only for those persons who can bear the economic risk of the complete loss of 
their investment. There is no assurance that any account or fund will achieve its investment objectives. Accounts and funds are subject to price volatility and the 
value of a portfolio will change as the prices of investments go up or down. Before investing in a strategy, you should consider the risks of the strategy as well as 
whether the strategy is appropriate based upon your investment objectives and risk tolerance.
There may be additional risks associated with international and emerging markets investing involving foreign, economic, political, monetary, and/or legal factors. 
International investing is not for everyone. You can lose money by investing in securities. 
Where referenced, the title Partner for an employee of GQG Partners LLC indicates the individual’s leadership status within the organization. While Partners hold 
equity interests in GQG Partners Inc., as a legal matter they do not hold partnership interests in GQG Partners LLC or GQG Partners Inc.
GQG Partners LLC is a wholly owned subsidiary of GQG Partners Inc., a Delaware corporation that is listed on the Australian Securities Exchange.
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INFORMATION ABOUT BENCHMARKS
MSCI benchmark returns have been obtained from MSCI, a non-affiliated third-party source. Neither MSCI nor any other party involved in or related to 
compiling, computing or creating the MSCI data makes any express or implied warranties or representations with respect to such data (or the results to be 
obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for 
a particular purpose with respect to any of such data. Without limiting the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or 
related to compiling, computing, or creating the data 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.
Net total return indices reinvest dividends after the deduction of withholding taxes, using (for international indices) a tax rate applicable to nonresident 
institutional investors who do not benefit from double taxation treaties.
Information about benchmark indices is provided to allow you to compare it to the performance of GQG strategies. Investors often use these well-known 
and widely recognized indices as one way to gauge the investment performance of an investment manager’s strategy compared to investment sectors that 
correspond to the strategy. However, GQG’s investment strategies are actively managed and not intended to replicate the performance of the indices: the 
performance and volatility of GQG’s investment strategies may differ materially from the performance and volatility of their benchmark indices, and their 
holdings will differ significantly from the securities that comprise the indices. You cannot invest directly in indices, which do not take into account trading 
commissions and costs. 
The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that consists of indices in 24 emerging economies: Brazil, Chile, China, 
Colombia, Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, Kuwait, Malaysia, Mexico, Peru, Philippines, Poland, Qatar, Saudi Arabia, South 
Africa, Taiwan, Thailand, Turkey and United Arab Emirates. With 1,382 constituents (as at 30 September 2022), the index covers about 85% of the free float-
adjusted market capitalization in each country.
The MSCI India Index is designed to measure the performance of the large and mid cap segments of the Indian market. With 109 constituents, the index 
covers approximately 85% of the Indian equity universe.
The MSCI United Kingdom Index is designed to measure the performance of the large and mid cap segments of the UK market. With 82 constituents, the 
index covers approximately 85% of the free float-adjusted market capitalization in the UK.
The MSCI USA Information Technology Index is designed to capture the large and mid cap segments of the US equity universe. All securities in the index are 
classified in the Information Technology sector as per the Global Industry Classification Standard (GICS®).
The MSCI ACWI Information Technology Index includes large and mid cap securities across 23 Developed Markets (DM) countries and 24 Emerging 
Markets (EM) countries*. All securities in the index are classified in the Information Technology as per the Global Industry Classification Standard (GICS®).
The S&P 500® Equal Weight Information Technology Index imposes equal weights on the index constituents included in the S&P 500 that are classified in 
the GICS® information technology sector.
The S&P 500® Equal Weight Energy Index imposes equal weights on the index constituents included in the S&P 500 that are classified in the GICS® energy sector.

NOTICE TO AUSTRALIA & NEW ZEALAND INVESTORS
The information in this document is issued and approved by GQG Partners LLC (“GQG”), a limited liability company and authorised representative of GQG 
Partners (Australia) Pty Ltd, ACN 626 132 572, AFSL number 515673. This information and our services may be provided to retail and wholesale clients (as 
defined in section 761G of the Corporations Act 2001 (Cth)) domiciled in Australia. This document contains general information only, does not contain any 
personal advice and does not take into account any prospective investor’s objectives, financial situation or needs. In New Zealand, any offer of a Fund is limited 
to ‘wholesale investors’ within the meaning of clause 3(2) of Schedule 1 of the Financial Markets Conduct Act 2013. This information is not intended to be 
distributed or passed on, directly or indirectly, to any other class of persons in Australia and New Zealand, or to persons outside of Australia and New Zealand.

NOTICE TO CANADIAN INVESTORS
This document has been prepared solely for information purposes and is not an offering memorandum nor any other kind of an offer to buy or sell or a 
solicitation of an offer to buy or sell any security, instrument or investment product or to participate in any particular trading strategy. It is not intended 
and should not be taken as any form of advertising, recommendation or investment advice. This information is confidential and for the use of the intended 
recipients only. The distribution of this document in Canada is restricted to recipients in certain Canadian jurisdictions who are eligible “permitted clients” for 
purposes of National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations.

NOTICE TO SOUTH AFRICAN INVESTORS
Investors should take cognisance of the fact that there are risks involved in buying or selling any financial product. Past performance of a financial product 
is not necessarily indicative of future performance. The value of financial products can increase as well as decrease over time, depending on the value of the 
underlying securities and market conditions. The investment value of a financial product is not guaranteed and any Illustrations, forecasts or hypothetical 
data are not guaranteed, these are provided for illustrative purposes only. This document does not constitute a solicitation, invitation or investment 
recommendation. Prior to selecting a financial product or fund it is recommended that South Africa based investors seek specialised financial, legal and tax 
advice. GQG PARTNERS LLC is a licenced financial services provider with the Financial Sector Conduct Authority (FSCA) of the Republic of South Africa, 
with FSP number 48881.
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NOTICE TO UNITED KINGDOM INVESTORS
GQG Partners LLC is not an authorised person for the purposes of the Financial Services and Markets Act 2000 of the United Kingdom (“FSMA”) and the 
distribution of this document in the United Kingdom is restricted by law. Accordingly, this document is provided only for and is directed only at persons in the 
United Kingdom reasonably believed to be of a kind to whom such promotions may be communicated by a person who is not an authorised person under 
FSMA pursuant to the FSMA (Financial Promotion) Order 2005 (the “FPO”). Such persons include: (a) persons having professional experience in matters 
relating to investments; and (b) high net worth bodies corporate, partnerships, unincorporated associations, trusts, etc. falling within Article 49 of the FPO. 
The services provided by GQG Partners LLC and the investment opportunities described in this document are available only to such persons, and persons of 
any other description may not rely on the information in it. All, or most, of the rules made under the FSMA for the protection of retail clients will not apply, and 
compensation under the United Kingdom Financial Services Compensation Scheme will not be available.
GQG Partners LLC (UK) Ltd. is a company registered in England and Wales, registered number 1175684. GQG Partners LLC (UK) Ltd. is an appointed 
representative of Sapia Partners LLP, which is a firm authorised and regulated by the Financial Conduct Authority (“FCA”) (550103).

© 2022 GQG Partners LLC. All rights reserved. Data presented as at 30 September 2022 and denominated in US dollars (US$) unless otherwise indicated.
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