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REDWOOD GLOBAL EQUITY

Q3 2020 REVIEW

Redwood Investments, LLC – Please refer to the Disclosure Statements at the end of this presentation for additional information.

The third quarter of 2020 was largely a continuation of the recovery trend which began in the second

quarter. The MSCI World index delivered a 8.05% return during the quarter, while the S&P500

returned 8.93%. The Global Equity (‘GE’) strategy outperformed the MSCI benchmark during 3Q by

5.69% with a 13.74% net of fee total return. Year to date Redwood’s GE strategy has increased 13.68%,

whereas the MSCI World index has increased by 2.14%%. Redwood’s focus on quality, resilient

companies where the team maintains a strong positive differentiated view has been a key component of

steady portfolio outperformance over the turbulence of 2020.

Throughout July and August markets rallied on positive COVID-19 vaccine sentiment, dramatic central

bank liquidity support, and surprisingly resilient economic indicators including employment and global

PMIs. The rally was also fueled by exceptional returns for many of the world’s largest technology

companies. In September, by contrast, markets retrenched as concerns began to mount amid signs of a

second wave of global Coronavirus cases. Investors became incrementally more concerned about

continued government fiscal support, a looming potentially contested US presidential election, and

more tempered commentary from US healthcare leadership about the timing and likely efficacy of

COVID-19 vaccine candidates.

Strong stock selection was the dominant driver of excess returns during the quarter across both

geography and sector. The GE portfolio’s positive relative outperformance in 3Q was broad based, with

Health Care, Industrials, and Energy the top contributing sectors. Materials and Financials suffered

from adverse selection. On a geographic basis, strong stock selection in the US, Western Europe, and

APAC contributed significantly to returns, offset by negative selection in the English region.

The path forward for equity markets appears balanced between supportive forces and sources of real

uncertainty. As economies and sectors re-emerge from COVID-19 lockdowns at varied speeds, activity

continues to increase, and economic indicators remain resilient. Global governments and central banks

have injected record amounts of liquidity and stimulus into the global economy, supporting consumer

spending and forestalling negative credit cycles. These actions combined with lower-for-longer rates

have forced investors out on the risk curve which has supported equity prices.

At the same time, COVID-19 cases are rising again in much of the world, and critical news regarding

vaccine trial data will be forthcoming over the next few months. The market will also have to contend

with increasingly challenging rhetoric regarding the progress of Brexit, an impending and possibly

contested US presidential election, concerns over the extension of certain fiscal support mechanisms,

and rising geopolitical tensions between China and the US and in the South China Sea. Regardless of the

macroeconomic and market environment, the team at Redwood remains focused on investing in quality

companies supported by strong secular and stock-specific tailwinds, with an emphasis on identifying

businesses that will emerge from the COVID-19 crisis stronger with an improved competitive position.
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REDWOOD GLOBAL EQUITY

PERFORMANCE & THEMES AS OF 9/30/2020

PORTFOLIO THEMES:

➢ Focus on beneficiaries of evolving consumer and employee behavior post 

COVID-19, including e-commerce adoption and digital entertainment. 

➢ Healthcare leaders with innovative products in segments with secular growth/ 

nascent markets. 

➢ Category leaders with products or services that will enable deeper penetration 

of cashless and digital consumption

➢ Exposure to non-bank Financials with innovative and attractive business models

Composite inception date: 10/1/2015; All data as of: 9/30/2020;  ^ denotes annualized performance. Past Performance does not guarantee future results.   

TM

REDWOOD GLOBAL COMPOSITE INVESTMENT PERFORMANCE
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GENERAC HOLDINGS INC.(GNRC)

Generac engages in the design, manufacture and worldwide sales of power generation equipment and

other power products. The business has delivered an impressive 10% organic revenue growth CAGR

since its IPO in 2010. The company is benefitting from two major trends: the deterioration and related

unreliability of the global electrical distribution network, and the real or perceived effect climate

change is having on the ferocity of storms worldwide. These issues have been increasingly emphasized

through the past year and the company has expanded its addressable market into new adjacencies like

battery energy storage. Given GNRC's dominant positioning in the home standby with >75% share,

complete solution for energy storage along with a leading brand, and deep distributor relationships, we

believe the company is well-positioned to capitalize on the increased need secure backup energy.

DANAHER CORPORATION (DHR)

Danaher is a global leader in life science tools and diagnostics, biopharma processes and water quality.

With the leading or second highest market share across most of its product portfolio, Danaher is in

leadership positions in some of the most complex and demanding areas of health care. Danaher

management has a long history of creating value via the Danaher Business Systems (“DBS”)

management approach. This clearly articulated strategy allows the company to repeatedly acquire,

synergize, and grow new additions, quickly repay debt from cash-flows generated by the business, and

repeat the process. The company recently acquired GE Biopharma from General Electric and is running

its DBS on that acquisition. In our view, we expect GE Biopharma to deliver above-consensus EBIT and

cash flow over the next several years as the business is integrated, and create opportunity for further

organic and inorganic growth. We also expect the company to divest its remaining non-Healthcare

business in due time, ultimately completing the transition to a pure-play Healthcare business.

Recurring revenues at DHR should continue to expand from the current 70% level, driving increased

visibility and providing support for the multiple over time.

NINTENDO CO., LTD. (7974)

Nintendo is the creator of video game hardware and software, with key IP franchises including Mario,

Zelda, Smash Brothers, and Pokemon. Nintendo has delighted its audience for three generations

through an extraordinary commitment to excellence and innovation in both game development and its

related hardware offerings. The current hardware platform, the Nintendo Switch, has been a breakout

success with higher sales of games and a longer growth curve than the market initially expected.

Though historically a highly cyclical business, developments in technology and video game distribution

models offer a more visible, recurring, and broad-based revenue and earnings stream going forward.

With online gaming, Nintendo has the opportunity to retain its audience and refresh their hardware

platforms more frequently than the historical 5-7 year cycles. As a result the company should retain a

higher proportion of their players as they move between hardware generations, retaining revenues and

smoothing earnings. A further embrace of the branded entertainment flywheel - similar to Disney's

content + theme-park experiences + consumer products model - promises to add layers of new

revenue sources and create even more affinity for the brands that Nintendo has cultivated so

meticulously over the last 3+ decades.

REDWOOD GLOBAL EQUITY

TOP FIVE PORTFOLIO ACTIVE WEIGHTS AS OF 9/30/2020
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SERVICENOW, INC. (NOW)

ServiceNow is a provider of cloud-based service management and business management solutions. It

leverages a service-oriented workflow platform to manage and automate internal processes via out-

of-the box apps and custom development tools. The company’s solutions can cater to various

employees within an enterprise, including its core IT focus for Service Support & Systems

Management, as well as other divisions such as human resources, facilities, field service, marketing,

customer service, security, legal and finance. It has established itself as one of the fastest growing and

more profitable companies in the SaaS industry. As NOW’s new CEO presented his priorities for

2020, we saw upside potential overly conservative consensus estimates driven by targeting specific

end markets verticals with complex transformation challenges and further leveraging integrator

partnerships. The onset of COVID has widened the gap for global scale SaaS leaders and the demand

for NOW’s products and the resilience of its model have been highlighted during the pandemic. Our

more bullish expectations for the number of large deals, new product traction and subscription

growth played out over the past two quarters. We continue to see upside relative to consensus as its

differentiated platform approach to market and the strength in underlying business coupled with a

COVID-accelerated digital transformation.

NESTE CORPORATION (B06YV4)

Neste manufactures biodiesel fuel and operates the only oil refinery in Finland. The biodiesel market

is growing 10% annually driven by environmental pressures to reduce CO2. Europe has been on the

forefront of blending biodiesel, but US states are also driving adoption. The annual market for auto

diesel fuel is more than 900MM tons but Neste only supplies 15% of the biodiesel market and 0.5%

of the diesel market. Despite low penetration of the broader opportunity, Neste has a dominant 98%

share in the 100% substitutable biodiesel product for autos that enables customers to meet emission

standards. Other biodiesel products are limited to 7% substitution due to chemical decomposition.

As important, Neste’s biodiesel is made from recycled materials, which have minimal cost pressure

and are environmentally beneficial. With 95% utilization of their capacity, further expansion

announcements are likely. Given high returns on invested capital and the company’s strong balance

sheet and net cash position we would view such announcements positively. Finally, Neste’s biodiesel

appears to be the only product that can be blended with jet fuel to reduce CO2 emissions. The jet

fuel market is approximately 1/3 of the auto diesel market. In our opinion, progress along this

growth vector would be material to the business.

REDWOOD GLOBAL EQUITY

TOP ACTIVE WEIGHTS AS OF 9/30/2020



5The data presented on this slide is based on a representative account. The characteristics, asset size, composition, and risk characteristics of the proposed account may differ from the composite depicted in the presentation. Therefore, it cannot be assumed that another account would have the same performance or holdings

even if following the same strategy. This representative account was chosen as it’s inception date coincides with the inception date of the strategy and therefore in our view, it is the account within the strategy which most comprehensively reflects the portfolio management style of the strategy for the entire time period.

Recommendations made in the last 12 months are available upon request. Past performance does not guarantee future results. Please refer to the Disclosure Statements at the end of this presentation for additional information.

REDWOOD GLOBAL EQUITY

PORTFOLIO POSITIONING AS OF 9/30/2020

TOP 10 PORTFOLIO WEIGHTS: Portfolio Weight Active Weight

Amazon.com, Inc. 5.44% 2.47%

Microsoft Corporation 5.19% 1.82%

Alphabet Inc. Class A 3.92% 1.95%

Mastercard Incorporated Class A 3.17% 2.50%

Danaher Corporation 3.14% 2.84%

Generac Holdings Inc. 3.00% 3.00%

JPMorgan Chase & Co. 2.95% 2.30%

ServiceNow, Inc. 2.85% 2.65%

Costco Wholesale Corporation 2.85% 2.50%

Nintendo Co., Ltd. 2.79% 2.65%

Total 35.30% 24.68%

SECTOR WEIGHTS: Portfolio Benchmark Active Weight

Communication Services 9.7% 8.8% 0.8%

Consumer Discretionary 16.6% 11.8% 4.8%

Consumer Staples 7.3% 8.2% -0.9%

Energy 2.6% 2.5% 0.1%

Financials 10.0% 11.9% -1.9%

Health Care 14.2% 13.8% 0.5%

Industrials 13.5% 10.4% 3.1%

Information Technology 19.4% 22.1% -2.7%

Materials 1.2% 4.5% -3.3%

Real Estate 1.3% 2.8% -1.5%

Utilities 2.1% 3.3% -1.2%

REGION WEIGHTS: Portfolio Benchmark Active Weight

Australia - New Zealand 1.4% 2.1% -0.7%

Emerging Market 4.6% 0.1% 4.5%

English 5.7% 7.3% -1.6%

Far East 9.8% 9.2% 0.7%

Northern Europe 7.4% 8.1% -0.6%

Southern Europe 1.2% 1.4% -0.3%

Us 58.7% 66.4% -7.7%

Western Europe 9.0% 5.4% 3.6%
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The data presented on this slide is based on a representative account. The characteristics, asset size, composition, and risk characteristics of the proposed account may differ from the composite depicted in the presentation. Therefore, it cannot be assumed that another account would have the same performance or holdings

even if following the same strategy. This representative account was chosen as it’s inception date coincides with the inception date of the strategy and therefore in our view, it is the account within the strategy which most comprehensively reflects the portfolio management style of the strategy for the entire time period.

Recommendations made in the last 12 months are available upon request. Past performance does not guarantee future results. Please refer to the Disclosure Statements at the end of this presentation for additional information.

REDWOOD GLOBAL EQUITY

PORTFOLIO CHANGES, Q3 2020

Date Sedol Post Trade %

No new positions this quarter.

Date Sedol Pre Trade %

9/23/2020 BDZCRX3 RingCentral, Inc. Class AInformation Technology 1.27%
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The data presented on this slide is based on a representative account. The characteristics, asset size, composition, and risk characteristics of the proposed account may differ from the composite depicted in the presentation. Therefore, it cannot be assumed that another account would have the same performance or holdings

even if following the same strategy. This representative account was chosen as it’s inception date coincides with the inception date of the strategy and therefore in our view, it is the account within the strategy which most comprehensively reflects the portfolio management style of the strategy for the entire time period.

Recommendations made in the last 12 months are available upon request. Past performance does not guarantee future results. Please refer to the Disclosure Statements at the end of this presentation for additional information.

REDWOOD GLOBAL EQUITY

CONTRIBUTION & ATTRIBUTION, Q3 2020

TOP 10 CONTRIBUTORS: Total Return

Generac Holdings Inc. 58.82%

Horizon Therapeutics Public Limited Company 39.77%

Neste Corporation 34.88%

Taiwan Semiconductor Manufacturing Co., Ltd. 43.39%

Alibaba Group Holding Ltd. Sponsored ADR 36.29%

Danaher Corporation 21.88%

Nintendo Co., Ltd. 27.56%

QUALCOMM Incorporated 29.70%

ServiceNow, Inc. 19.73%

adidas AG 23.40%

Total

BOTTOM 10 CONTRIBUTORS Total Return

Legal & General Group Plc -8.86%

RingCentral, Inc. Class A -9.01%

Splunk Inc. -5.32%

NIPPON SANSO HOLDINGS CORPORATION -7.57%

MTU Aero Engines AG -3.82%

Intermediate Capital Group plc -3.16%

Roche Holding AG -1.01%

Budweiser Brewing Co. APAC Ltd. -0.22%

Macquarie Group Limited 4.95%

Microsoft Corporation 3.60%

Total

SECTOR ATTRIBUTION Average Weight Total Return Selection Effect Allocation Effect Total Effect

Communication Services 9.84% 11.44% 0.27% 0.02% 0.29%

Consumer Discretionary 16.49% 16.19% 0.06% 0.39% 0.45%

Consumer Staples 7.60% 6.96% 0.02% 0.00% 0.02%

Energy 2.45% 34.88% 1.18% 0.10% 1.28%

Financials 10.90% -0.36% -0.15% 0.11% -0.04%

Health Care 13.87% 17.94% 1.73% 0.01% 1.73%

Industrials 12.73% 24.37% 1.43% 0.10% 1.53%

Information Technology 20.48% 11.70% 0.00% -0.03% -0.03%

Materials 1.33% -7.68% -0.25% -0.10% -0.34%

Real Estate 1.37% 8.49% 0.10% 0.10% 0.20%

Utilities 2.01% 22.27% 0.34% 0.05% 0.38%

Total 99.07% 4.73% 0.75% 5.48%

REGION ATTRIBUTION Average Weight Total Return Selection Effect Allocation Effect Total Effect

Australia - New Zealand 1.45% 4.95% 0.05% 0.05% 0.10%

Emerging Market 4.54% 19.60% 0.31% 0.22% 0.53%

English 6.34% -1.55% -0.20% 0.08% -0.12%

Far East 9.82% 16.06% 0.93% 0.03% 0.96%

Northern Europe 7.48% 9.34% 0.05% 0.02% 0.07%

Southern Europe 1.23% 7.02% 0.12% 0.04% 0.16%

Us 59.23% 14.74% 2.97% -0.10% 2.87%

Western Europe 8.98% 15.76% 1.03% -0.13% 0.89%

Total 99.07% 5.27% 0.20% 5.47%

Average Weight Relative Contribution

2.43% -0.16%

1.25% -0.11%

-0.02%

2.48% -0.01%

0.06%

2.39% -0.10%

1.33% -0.09%

0.80% -0.03%

0.08%

5.32% 0.08%

Average Weight

2.59%

2.24%

2.45%

0.58%

Relative Contribution

1.21%

0.76%

0.70%

0.68%

0.64%

2.31%

2.53%

23.96%

22.18% -0.30%

1.86%

1.98%

3.00%

2.53%

2.31%

2.69%

0.57%

0.55%

0.48%

0.46%

6.62%

2.22%

1.45%
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REDWOOD GLOBAL EQUITY

COMPOSITE PERFORMANCE AND GIPS DISCLOSURES

Redwood Investments, LLC claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in

compliance with the GIPS standards. Redwood Investments, LLC has been independently verified for the periods 1 January 2005 through 31 December 2018.

The verification report is available upon request. Verification assesses whether (1) the firm has complied with all the composite construction requirements of

the GIPS standards on a firm-wide basis and (2) the firm’s policies and procedures are designed to calculate and present performance in compliance with the

GIPS standards. Verification does not ensure the accuracy of any specific composite presentation.

Notes:

1. Redwood Investments, LLC is an investment manager that invests in U.S. and International securities. Redwood Investments, LLC is defined as an independent investment

management firm that is not affiliated with any parent organization. Policies for valuing portfolios, calculating performance, and preparing compliant presentations are available upon

request.

2. Composites:

Redwood Global Equity: The Global Equity Composite includes all fee paying discretionary portfolios invested in U.S and non-U.S capitalization securities across the growth,

blend, and value styles. The strategy allows for equity exposure ranging between 90-100%. The account minimum for the composite is $150,000. The benchmark for the

Global Equity Composite is the MSCI World Index, Gross. The MSCI World Index is a free float-adjusted market capitalization-weighted index that is designed to measure the

equity market performance in 23 developed market countries. The MSCI World Index includes the following countries: Australia, Austria, Belgium, Canada, Denmark, Finland,

France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, the United Kingdom and the

United States. The Global Equity Composite was created on October 1, 2015.

3. Valuations are computed and performance is reported in U.S. dollars.

4. Gross-of-fees returns are presented before management and custodial fees but after all trading expenses. Composite and benchmark returns are presented net of non-reclaimable

withholding taxes. Net-of-fees returns are calculated by deducting actual management fees from the gross composite return. The standard management fee schedule is as follows:

1.00% on the first $5 million, 0.85% on the next $5 million, and negotiable on the remainder above $10 million. Fees are negotiable.

5. A complete list of composite descriptions is available upon request.

6. Dispersion is measured by the equal-weighted standard deviation of annual gross returns of those portfolios that were included in the composite for the entire year. For periods prior

to January 1, 2018, dispersion presented is measured by the asset-weighted standard deviation of annual gross returns of those portfolios that were included in the composite for the

entire year.

7. The three-year annualized standard deviation measures the variability of the composite and the benchmark returns over the preceding 36-month period. The standard deviation is not

presented for periods marked “NA” because the composite does not have 36 monthly returns available.

Redwood Investments Global Equity Composite

NA – Information is not statistically meaningful due to insignificant number of portfolios in the composite. Standard deviation is not required for composites that 

contain 5 or fewer portfolios.

^ Period from October 1, 2015 to December 31, 2015

Year Gross of Fees Net of Fees MSCI World 

Number of 

Portfolios

Composite

Dispersion

Total Composite

Assets (Thousands)

Total Firm 

Assets

(Thousands)

3 Year

Standard 

Deviation

Benchmark

3 Yr. Standard

Deviation

2019 30.85 29.82 28.44 6 NA $4,503 $1,982,217 13.29 11.12

2018 -6.62 -7.77 -8.20 5 or fewer NA $2,653 $1,802,650 13.12 10.40

2017 34.55 33.47 22.94 5 or fewer NA $2,213 $2,208,766 NA NA

2016 3.18 2.29 8.15 5 or fewer NA $1,338 $1,254,124 NA NA

2015^ 8.74 8.50 5.62 5 or fewer NA $1,309 $1,022,490 NA NA


