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

quarter. The MSCI All-Country World ex-US Index delivered a 6.34% return during the quarter, while the

S&P500 returned 8.93%. The Redwood ACWI ex-US strategy returned 13.54% net of fees during the 3rd

quarter, outperforming the index by 7.20%. Emerging markets gained slightly more than developed

markets during the quarter in synch with further growth upgrades. Year to date Redwood’s ACWI ex-US

strategy has increased 11.82% net of fees, whereas the MSCI ACWI ex-US index has declined -5.07%. We

believe 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. A broadly weaker US Dollar (US Dollar Index Spot down 3.6%) was accompanied by upward

moves in industrial metals, gold and oil prices. In September, by contrast, markets retrenched as concerns

began to mount amid signs of a second wave of global Coronavirus cases and downgraded growth

expectations for Europe and the US. 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.

Based on our analysis, Strong stock selection was the dominant driver of excess returns during the quarter

across both geography and sector, with positive selection across all regions in the portfolio. The ACWI ex-

US portfolio’s positive relative outperformance in 3Q was broad based, with positive relative performance

in 10 out of 11 broad economic sectors. Information Technology, Consumer Discretionary, Energy and

Communication Services were the top contributing sectors. Stock selection in China, UK, Taiwan and

Finland contributed significantly to returns, while stock selection in Switzerland and India detracted value.

The path forward for equity markets appears balanced between near-term sources of significant uncertainty

and supportive macro forces. 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. 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 ACWI EX-US EQUITY

PERFORMANCE & THEMES AS OF 9/30/2020

PORTFOLIO THEMES:

➢ Focus on beneficiaries of evolving consumer and employee behavior post 

COVID-19, including remote work and e-commerce adoption. 

➢ Healthcare companies with strong product pipelines that can benefit from the 

accelerating pace of drug approvals and launches.

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

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

of cashless and digital consumption

Composite inception date: 5/1/2017; All data as of: 9/30/2020. Past performance is no guarantee of future results. 

REDWOOD ACWI EX-US EQUITY COMPOSITE PERFORMANCE

TM
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TAIWAN SEMICONDUCTOR MANUFACTURING CO., LTD. SPONSORED ADR (TSM)

Taiwan Semiconductor Manufacturing Co., Ltd. engages in the manufacture and sale of integrated circuits

and wafer semiconductor devices. Its chips are used in personal computers and peripheral products;

information applications; wired and wireless communications systems products; automotive and industrial

equipment. The company operates the world's largest IC foundry. TSM is the leader in the move to 7nm

which will result in accelerating revenue growth above expectations. The company conducts a highly

profitable business that began to exhibit margin expansion in 2019, with continued margin improvement

in 2020 despite the ramp of 5nm production. The stock remains attractively valued and can see continued

multiple expansion as the business accelerates, particularly as trade war issues abate. Taiwan Semi is

extremely well positioned to benefit from a number of trends, which we believe will allow the company

to extend technology dominance relative to competitors, allowing for improved pricing, a significant cost

advantage and margin improvement in excess of expectations.

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. Progress along this growth vector would be material to the business.

AMPLIFON S.P.A. (B14NJ7)

Amplifon is the global leader in the distribution and fitting of customized hearing solutions. With 11%

market share in hearing aid retail, Amplifon offers a wide range of hearing aids that address problems

stemming from slight to more serious hearing loss. Amplifon has a distribution network of over 11,000

points of sale in 28 countries employing best practices and a strong IT backbone across extremely

fragmented and local markets. Amplifon is able to utilize its size and scale when sourcing hearing devices

and offers both branded and company branded products. The company has been successfully executing an

M&A strategy to strengthen their existing leadership position in Europe while entering attractive

geographies where the company has lesser presence. Amplifon outperformed the hearing aid retail market

through the challenging Covid-19 suppressed 2Q period, and revenue returned to positive growth in July

and August. With impressive cost control and enhanced labor productivity, Amplifon will continue to

drive margin improvement and earnings upside through organic growth, with potential for accretion

through additional acquisitions.

REDWOOD ACWI EX-US EQUITY

TOP FIVE PORTFOLIO ACTIVE WEIGHTS AS OF 9/30/2020
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VERBUND AG CLASS A (466160)

Verbund is an Austrian producer of 100% renewable hydroelectricity. The company should be a prime

beneficiary of the EU carbon credit system. This system is designed to incentivize a shift towards

renewable energy, and requires power generators to offset their carbon emissions by purchasing and

delivering carbon credits to the government annually. All 28 countries in the EU and Norway, Iceland

and Liechtenstein have agreed to a ‘cap and trade’ scheme to reduce carbon emissions. In 2018, the EU

member states agreed to reduce the amount of available carbon credits in the market each year. By

2023, the number of annual available carbon credits will have declined by 70%. We believe the

associated price increases in carbon credits and thus the additional cost of energy from traditional

sources (e.g., coal plants) is being drastically underestimated by the market. Verbund's product, a readily

available clean energy substitute, should see structurally higher demand going forward. As Verbund is at

capacity, we expect the benefit will be realized in the form of price increases, leading to higher margins,

better FCF, and ultimately increased capital returns to shareholders.

LI NING COMPANY LIMITED

Li Ning is the second largest domestic sportswear company in China. The company sells footwear (47%

of rev), apparel (47% of rev) and accessories (6%) to the middle-to-low-end Chinese consumers aged

20-35. The company distributes through a mix of wholesale (50% of revenues), company-owned retail

(30% of revenue), and ecommerce (20% of revenue). Li Ning has emerged from a multi-year

turnaround effort with a solid foundation for growth and improving profitability. The company is

positioned to capitalize on its strong brand equity and reclaim its position as the domestic leader. While

impacted during the COVID-19 outbreak during the 1st quarter of 2020, Chinese sportswear market

exhibited resilience and Li Ning sales have recovered rapidly, with brand and products on a strong

upward trend. The new joint-CEOs have an ambitious strategy for the next 3-5 years that provides the

potential for meaningful upside if executed well.

REDWOOD ACWI EX-US EQUITY

TOP FIVE PORTFOLIO 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 ACWI EX-US EQUITY

PORTFOLIO POSITIONING AS OF 9/30/2020

TOP 10 PORTFOLIO WEIGHTS: Portfolio Weight Active Weight

Alibaba Group Holding Ltd. 4.58% 2.06%

Taiwan Semiconductor Manufacturing Co., Ltd. 4.27% 2.55%

Tencent Holdings Ltd. 3.26% 1.49%

Neste Corporation 3.09% 2.98%

Nestle S.A. 3.08% 1.43%

Roche Holding AG 3.04% 1.92%

SAP SE 2.66% 1.90%

Amplifon S.p.A. 2.65% 2.65%

VERBUND AG Class A 2.59% 2.57%

Li Ning Company Limited 2.57% 2.53%

Total 31.79% 22.08%

SECTOR WEIGHTS: Portfolio Benchmark Active Weight

Communication Services 13.2% 7.5% 5.8%

Consumer Discretionary 17.9% 13.8% 4.1%

Consumer Staples 11.4% 9.7% 1.6%

Energy 3.1% 4.2% -1.1%

Financials 10.6% 16.9% -6.3%

Health Care 10.3% 10.5% -0.2%

Industrials 7.2% 11.7% -4.5%

Information Technology 14.8% 11.7% 3.0%

Materials 4.7% 7.9% -3.2%

Real Estate 0.0% 2.7% -2.7%

Utilities 2.6% 3.4% -0.8%

REGION WEIGHTS: Portfolio Benchmark Active Weight

Australia - New Zealand 1.4% 4.4% -3.0%

Emerging Market 24.8% 25.0% -0.2%

English 11.9% 15.4% -3.5%

Far East 16.9% 23.9% -7.1%

Northern Europe 19.5% 16.9% 2.5%

Southern Europe 6.0% 3.0% 3.0%

Western Europe 15.4% 11.4% 4.1%
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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 ACWI EX-US EQUITY

PORTFOLIO CHANGES, Q3 2020

Date Sedol Post Trade %

9/10/2020 B28YTC2 Macquarie Group Limited 1.50%

9/10/2020 BJ2KSG2 Akzo Nobel N.V. 1.50%

Date Sedol Pre Trade %

9/10/2020 B019MQ5 Asahi Intecc Co., Ltd. 2.04%

9/10/2020 BFNBJ41 PT Bank BTPN Syariah Tbk 1.66%
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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 ACWI EX-US EQUITY

CONTRIBUTION & ATTRIBUTION, Q3 2020

TOP 10 CONTRIBUTORS: Total Return

Taiwan Semiconductor Manufacturing 41.55%

Kakao Corp. 40.15%

Neste Corporation 34.88%

Li Ning Company Limited 46.35%

Amplifon S.p.A. 34.53%

Alibaba Group Holding Ltd. 31.50%

JD Sports Fashion Plc 36.11%

VERBUND AG Class A 22.27%

Nintendo Co., Ltd. 27.52%

adidas AG 23.40%

Total

BOTTOM 10 CONTRIBUTORS Total Return

Legal & General Group Plc -8.86%

Macquarie Group Limited -6.61%

Nippon Sanso Holdings Corp. -7.68%

Thai Beverage Public Co., Ltd. -8.40%

UniCredit S.p.A. -10.17%

MTU Aero Engines AG -3.80%

Akzo Nobel N.V. -1.04%

Intermediate Capital Group plc -3.16%

Roche Holding AG -1.01%

Studio Dragon Corp. 0.47%

Total

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

Communication Services 13.71% 14.65% 1.50% -0.18% 1.32%

Consumer Discretionary 16.91% 24.58% 1.18% 0.40% 1.58%

Consumer Staples 11.69% 5.42% 0.12% -0.02% 0.10%

Energy 2.94% 34.88% 1.15% 0.22% 1.37%

Financials 11.59% -0.25% 0.01% 0.41% 0.43%

Health Care 12.09% 9.32% 0.85% -0.09% 0.77%

Industrials 6.97% 13.88% 0.25% -0.13% 0.11%

Information Technology 14.90% 22.66% 1.31% 0.25% 1.56%

Materials 3.68% 7.38% -0.10% -0.21% -0.30%

Real Estate 0.00% 0.00% 0.00% 0.13% 0.13%

Utilities 2.54% 22.27% 0.50% 0.06% 0.56%

Total 97.02% 6.77% 0.87% 7.64%

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

Australia - New Zealand 0.29% -6.61% -0.03% 0.18% 0.15%

Emerging Market 26.28% 16.78% 2.64% 0.03% 2.67%

English 12.20% 9.21% 0.82% 0.15% 0.97%

Far East 18.29% 15.96% 0.96% -0.19% 0.77%

Northern Europe 19.88% 9.84% 0.32% 0.11% 0.42%

Southern Europe 6.09% 14.38% 0.97% -0.19% 0.78%

Western Europe 14.00% 18.32% 1.91% -0.05% 1.86%

Total 97.02% 7.59% 0.03% 7.63%

Average Weight Relative Contribution
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REDWOOD ACWI EX-US EQUITY

COMPOSITE PERFORMANCE AND GIPS DISCLOSURES

** 2019 GIPS Verification not yet complete

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 ACWI Ex-US: The ACWI Ex-US composite includes all fee paying discretionary portfolios invested in non-U.S. securities across 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 ACWI Ex-US composite is the MSCI All Country World Ex-USA Index, Net. The MSCI ACWI ex USA Index captures large and mid

cap representation across 22 of 23 Developed Markets countries (excluding the US) and 24 Emerging Markets countries. With 2,152 constituents, the

index covers approximately 85% of the global equity opportunity set outside the US. The developed market countries included are: Australia, Austria,

Belgium, Canada, Denmark, Finland, France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, Netherlands, New Zealand, Norway, Portugal,

Singapore, Spain, Sweden, Switzerland, and the United Kingdom. The emerging market countries included are: Brazil, Chile, China, Colombia, Czech

Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Peru, Philippines, Poland, Qatar, Russia, South Africa, Taiwan, Thailand,

Turkey and United Arab Emirates. You cannot invest directly in an index. The ACWI ex-US Composite was created on May 1, 2017.

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 0.75% 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 ACWI Ex-US 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 May 1, 2017 to December 31, 2017

Year Gross of Fees Net of Fees

MSCI ACWI 

ex-US

Number of 

Portfolios

Composite

Dispersion

Total Composite

Assets (Thousands)

Total Firm 

Assets

(Thousands)

3 Year

Standard 

Deviation

Benchmark

3 Yr. Standard

Deviation

2019 34.91 34.64 22.19 5 or fewer NA $31,051 $1,982,217 NA NA

2018 -15.69 -15.86 -14.20 5 or Fewer NA $23,197 $1,802,650 NA NA

2017^ 24.15 24.04 15.45 5 or Fewer NA $21,562 $2,208,766 NA NA


