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COMMENTARY
As global stock markets enter bear market territory, we 
examine how equity markets perform around recessions, 
and the case for continued outperformance by value stocks.

GLOBAL RESEARCH REVIEW
Heavy industry, temporary employment services, and 
pharmaceutical wholesaling are just a few of the industries 
where we have found compelling investments for our 
portfolios.

FINDING VALUE IN ESG
We examine the academic literature for a connection 
between good governance metrics and company financial 
performance. Results are mixed at best. 

2

4

6

PORTFOLIO STRATEGIES
Most global equity markets sold off sharply in a quarter 
that, once again, saw value broadly beat growth. Value 
dispersions remain wide, and we have added a diverse mix 
of strong businesses to our portfolios.
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HIGHLIGHTED HOLDINGS -  BOOKING HOLDINGS & TRIP.COM GROUP
Online travel agent valuations have faded in recent months 
on macro-related anxieties, leaving shares of two dominant 
franchises—Booking Holdings and Trip.com Group—
attractively priced and well positioned for a recovery in 
travel. 
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To Our Clients

Equity markets in most geographies moved into bear market territory in the second quarter 
as investor fears were stoked by several concerns, including inflation, recession, higher 
energy prices, the ongoing Russia–Ukraine war, and China’s lockdowns. Value stocks also 
moved lower in the quarter, though they again outperformed as the value cycle rolled on. 
Cheap stocks have significantly outperformed during the market sell-off this year, bucking 
conventional wisdom that value underperforms during periods of uncertainty.

While present fears are understandable, a review of history puts the market sell-off and 
resulting opportunity into context. Our commentary reviews market performance around 
recessions and discusses the strong case for value. Our Global Research Review explores 
ongoing portfolio developments and reviews the opportunities we are seeing in cheap stocks 
across various geographies.

We continue to evaluate the potential impact of economic and geopolitical events on the 
stocks in our portfolios. Our Highlighted Holding presents two dominant online travel 
agency franchises—Trip.com Group and Booking Holdings—which we believe should benefit 
as travel normalizes. Finally, our Finding Value in ESG article quotes from our recent White 
Paper, “Assessing Corporate Governance – A Review of the Literature.” This paper reviewed 
academic and financial studies and found—at best—mixed links between commonly 
accepted measures of good corporate governance and company financial performance. A 
more nuanced, integrated approach to assessing corporate governance should lead to a 
deeper understanding and better outcomes.

We appreciate your support and the opportunity to share our research. We look forward to 
hearing your thoughts.

Sincerely,

Pzena Investment Management

Past Performance is not indicative of future results.



With inflation climbing ever higher and GDP growth 
tepid in some regions and negative in others, 
investor fears have been rising, leading to increased 
market volatility. During periods such as these, we 
look to history, which has proven that timing equity 
allocations is incredibly difficult. A review of history 
also shows us that periods of fear and uncertainty 
create opportunities. Our data indicates that the 
value cycle has plenty of room to run, as value stocks 
remain historically cheap.

MARKET TIMING IS TOUGH

Global stock markets traded into bear market territory 
in the second quarter as investors grappled with 
recessionary fears. These fears are understandable; 
after all, the average peak-to-trough US equity 
market drawdown surrounding the 15 recessions 
over the last century is 28%. Value stocks lost 35%, 
on average (Exhibit 1). Indeed, if one could both 
accurately predict and time a recession, significant 
alpha could be added by reducing equity allocations 
during periods leading up to, and in the early 
stages of recessions, when the bulk of the negative 
performance occurs.  

Unfortunately, it is difficult to anticipate the timing 
of market peaks and troughs around recessions. An 
investor who times equity allocations must broadly 
get both their exit and re-entry points right, or risk 
impairing performance. This is particularly difficult 
during recessionary periods because the official 
declaration of one comes at some point during the 
economic downturn itself, if not after. At that point, 
which is near the level of maximum pessimism, it 
pays to already be invested in stocks, which generate 
a positive 3% return, on average, in the one-year 
period following the start of a recession; the value 
cohort returns positive 5%, on average. Longer term, 
from the official start date of a recession, the market 
has, on average, generated solid returns, led by value 
stocks. 

Exhibit 1:  The Market vs. Value Around Recessions

Average Cumulative Return Market Value

Peak-to-Trough -28% -35%

1Y From Recession Start 3% 5%

5Y From Recession Start 53% 91%

Source: Federal Reserve Bank of St. Louis, Kenneth R. French, Pzena analysis. Chart is 
based on 15 US recessions from 1929 – 2020. The US universe is all NYSE, AMEX, and 
NASDAQ stocks defined by Kenneth R. French data library and excludes the smallest 
30% of the universe based on aggregate market capitalization to remove the small cap 
effect. Value (equally weighted US dollar returns) is defined as the cheapest quintile 
of stocks on a price-to-book basis. Past performance is not indicative of future returns. 
Returns could be reduced, or losses incurred, due to currency fluctuations. Does not 
represent any specific Pzena product or service.

The two most recent recessions highlight the difficulty 
in timing re-entry points. Assume an investor was 
lucky enough to have lowered their equity allocation 
prior to the Global Financial Crisis. How comfortable 
would they have been reversing course at the depths 
of despair in March 2009, before there was any clarity 
on how the crisis would be resolved? From that point, 
the market rose 51% through the remainder of 2009, 
closing the year up 23% in a period where the viability 
of the entire financial system seemed in doubt. 
Even more recently, suppose in late 2019 an investor 
reduced their equity allocation, correctly predicting 
the world would essentially lock down due to COVID 
and the markets would sell off sharply. Would they 
have the fortitude and foresight to turn bullish when 
stocks dropped by a third in about a month? After all, 
COVID was just declared a global pandemic and the 
lockdowns had no end in sight. Two months later the 
market was 40% higher, and by year-end it was 65% 
above its lows, up 16% in a year that GDP suffered its 
steepest and fastest decline in history.

THE VALUE OPPORTUNITY

Instead of concentrating on market timing, which we 
believe is extremely difficult, we focus on the value 
opportunity. As the pro-value cycle approaches its 
two-year anniversary, we continue to receive queries 
from our clients asking how much opportunity 
remains in value. 

The extreme performance disparity between cheap 
and expensive stocks in the period leading up to the 
depths of COVID is what precipitated one of the most 
attractive relative opportunities for value on record. 
During this pro-growth stock period, expensive stocks 
could do no wrong, growing earnings significantly 
faster than the market while cheap stocks, more 
levered to the physical economy, struggled. 
Expensive stocks also expanded their multiples 
significantly, leading to an overall 109 percentage 
point performance advantage (see Exhibit 2).  
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PZENA COMMENTARY
The case for an enduring value cycle remains strong despite the market sell-off on 
recession fears.



Exhibit 2: Value vs Growth Performance Drivers
Dec. 31, 2016 – Aug. 31, 2020
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Source: FactSet, Pzena analysis. Value = Russell 1000 Value Index. Growth = Russell 
1000 Growth Index. Fundamental Return = Dividend return + EPS growth. EPS growth is 
calculated using forward 12-month consensus estimates per FactSet for both starting 
and ending dates. All data cumulative in US dollars. Past performance is not indica-
tive of future returns. Returns could be reduced, or losses incurred, due to currency 
fluctuations.

In the autumn of 2020, positive vaccine news 
provided visibility to an end to COVID lockdowns. 
Around this time, in November, cheap stocks started 
outperforming, both driven by faster earnings 
growth as they recovered, and multiple expansion. 
Looking at the longer period, since the end of 2016, 
expensive stocks have outperformed cheap stocks by 
74 percentage points, leaving significant ground for 
cheap stocks to make up (see Exhibit 3). 

Exhibit 3: Value vs Growth Performance Drivers 
Dec. 31, 2016 – Jun. 30, 2022
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Source: FactSet, Pzena analysis. Value = Russell 1000 Value Index. Growth = Russell 
1000 Growth Index. Fundamental Return = Dividend return + EPS growth. EPS growth is 
calculated using forward 12-month consensus estimates per FactSet for both starting 
and ending dates. All data cumulative in US dollars. Past performance is not indica-
tive of future returns. Returns could be reduced, or losses incurred, due to currency 
fluctuations.

The late John Bogle, founder of  The Vanguard Group, 
suggested a framework for breaking stock market 
returns into two pieces: fundamental return, the 
return from dividends and earnings, and speculative 
return, the return from the change in multiples. Using 
this framework, 85% of expensive stocks’ return 
advantage over the past five and a half years has 

come from the speculative expansion of multiples, 
versus the multiple compression of value stocks. 
It is important to remember that extreme multiple 
expansion has never been a reliable and sustainable 
contributor to long-term performance, accounting for 
less than 10% of historical market gains. 

The wide valuation disparity has left cheap stocks 
extremely attractive relative to expensive stocks. 
Despite value outperforming the market by 48% in 
the US since the value cycle turned, the ratio between 
the cheapest and most expensive stocks remains near 
historical highs on a price-to-earnings basis, or more 
than twice the 71-year average (Exhibit 4). That ratio 
has been wider just 3% of the time over the history of 
the data. 

Exhibit 4: Cheap Stocks Remain Attractive 

PE 
Today*

71 Year 
Average

% of Time 
Cheaper/

Wider 

Cheap 5.1x 7.9x 10%
Expensive 47.5x 35.8x 78%
Ratio 9.2x 4.5x 3%

Source: FactSet, Kenneth R. French, Pzena analysis. P/E ratios for the most 
expensive and cheapest quintiles of the US market based on price/earnings. 71-
Year Average is annual December data from 1950 - 2020. Universe is all NYSE, 
AMEX, and NASDAQ stocks defined by Kenneth R. French data library. *Based 
on Russell 3000 Index data as of June 30, 2022 as Kenneth R. French data was 
only available through December 31, 2020 at the time of analysis. 

The valuation disparity is largely driven by expensive 
stocks, which, despite selling off this year, remain 
richly valued by historical standards at 47x earnings. 
Meanwhile, cheap stocks are trading at the low end 
of the typical 5–10x range observed over the past 71 
years. This presents disciplined value investors with a 
compelling opportunity to rotate out of the stocks that 
have provided the outperformance of the past several 
quarters, and into a diverse new set of bargain 
names.
 
CONCLUSION

While recession fears are understandable, timing 
market peaks and valleys is extremely difficult and 
more likely to cost performance than add to it. 
Indeed, with reported GDP growth turning negative 
in some regions and markets already down sharply 
in anticipation of the next recession, it calls into 
question the risk/reward of maintaining a lower 
equity allocation at this point, since it has historically 
represented a good time to invest in the market, and 
a particularly good time for value stocks. With the 
opportunity set we see in value stocks, we believe the 
runway for a long and enduring value cycle remains 
intact.
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The second quarter was characterized by weakness 
in global equity markets as central banks ramped up 
their attacks on inflationary pressures, heightening 
uncertainty about the future trajectory of the global 
economy. Concerns, which included a recession or 
a period of stagflation, took a toll on equity market 
valuations, particularly among the most overvalued 
cohort of stocks. Developed market value stocks this 
quarter have been somewhat resilient, declining 
by approximately half the rate of their growth 
counterparts1. Emerging markets outperformed 
developed in the quarter, driven by a rebound in 
Chinese markets after their sharp falls in the previous 
12 months, largely on regulatory concerns. 

Notwithstanding recent relative performance 
differentials, value stocks remain deeply discounted 
relative to our various regional universes, as the table 
below demonstrates. 

Global Valuations Price-to-Normal Earnings Mid-Points 

Global US Europe Japan EM

Cheapest Quintile¹ 5.8x 6.8x 5.1x 5.7x 5.3x

Universe² 13.1x 13.1x 11.9x 11.4x 13.6x

As of June 30, 2022 
Source: Pzena analysis 
¹ The “cheapest quintile” includes the cheapest 20% of stocks based on Pzena’s esti-
mates of their price-to-normal earnings valuations, measured on an equally weighted 
basis within their relative universes (as defined below).
² Universes comprise the largest stocks by market capitalization for each region as 
follows: ~2,000 largest global; ~1,000 largest US; ~750 largest European; ~750 largest 
Japanese; ~1,500 largest emerging markets.

The changing scenario affecting the markets has 
not led to a dramatic shift in the opportunity set 
screening in the cheapest quintiles of our investment 
universes, although, on balance, cyclical names have 
been harder hit, particularly in Europe, where energy 
concerns are paramount. A reduction of energy-
related names that soared with oil prices made way 
for some of the new names in our portfolios and also 
led us to top up some existing positions for which 
macro concerns impacted the share prices. 

1. Per their respective MSCI World indices. 

SUPPLY CHAIN ISSUES TO THE FORE 2

One of our largest positions is General Electric. The 
company’s latest reported results were somewhat 
disappointing. Supply chain issues impacted General 
Electric in several of its divisions, which it estimated 
resulted in 6% of lost sales overall, despite organic 
growth in orders. Power (gas turbines) posted 
positive margins, but sales—which should ramp up 
later this year on the back of strong order growth—
declined organically as supply chain issues disrupted 
new equipment deliveries. Supply chain bottlenecks 
also heavily impacted healthcare margins—primarily 
microchip shortages and raw material cost inflation. 
Margins are expected to improve over the course of 
the year as the backlog is shipped and price increases 
flow through. 

The company’s Aviation division, which is the world’s 
largest manufacturer of jet engines, showed strong 
margin performance and is on track to grow sales by 
up to 20% for the full year with expanding margins. 
Finally, in renewables, onshore wind in the U.S.—the 
highest margin piece in this segment—experienced 
acute demand pressure from the expiration of 
yet-to-be-renewed tax credits. Both GE and its 
key competitors have announced price increases 
to recoup cost inflation. The company expects an 
improvement in earnings over the course of the year, 
and shares remain attractively priced, trading at 
approximately 6.1x our normal earnings estimate. 

TACKING INTO THE EUROPEAN HEADWINDS

The stock price of Germany-based global chemicals 
company, BASF, has declined by 40% since Russia’s 
invasion of Ukraine on broad European recession 
fears and concerns regarding the potential longer-
term impact of structurally higher feedstock costs 
if Europe moves away from cheap Russian energy. 
Accordingly, we have reduced our normal earnings 
estimate by around 12% to reflect structurally higher 
energy costs and an impairment to the value of 
Wintershall, BASF’s European oil exploration and 
production joint venture. We continue to believe in 
BASF’s long-term business franchise, and its shares 
now trade at just 7.2x our reduced normal earnings 
estimate. 

2. GE's financial results & company highlights from April 26th, 2022, and 8-k from April 
29th, 2022
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GLOBAL RESEARCH REVIEW
Despite value’s outperformance, spreads remain wide and opportunities abound across a 
wide range of industries and geographies.



POST-COVID-19 RECOVERY

Randstad NV provides temporary employment 
services and outsourced HR functions for a range 
of companies across multiple industry segments. 
Operating worldwide, it is dominant in Europe, 
particularly in the Benelux countries and Spain, 
with a number one or two market share in most 
markets. Profitability is rebounding post-COVID-19, 
and the company should continue to benefit from 
low unemployment levels and tight labor markets. 
Margins in the staffing business are running at 
normal levels, while the high-margin recruitment 
business is heavier in the gross profit dollar mix 
than usual. In-house revenues, where it provides an 
outsourced HR offering to its corporate customers, 
represent about one-quarter of earnings and are a 
stable and growing source of revenue. The company 
has invested heavily in digital transformation, offering 
greater operating efficiency, an improved customer 
experience, and a better candidate database, giving it 
an edge in a highly fragmented industry. Nervousness 
around the macroeconomic outlook appears reflected 
in the stock today, with shares trading at just 7.5x our 
normal earnings estimate. 

CHANGES DRIVING OPPORTUNITY IN JAPAN

Attractive valuations and improvements in corporate 
governance have created opportunities in Japan. 
Approximately 28% of stocks listed in the local TOPIX 
index trade below 5x the ratio of enterprise value to  
EBITDA3, compared with just 3% of companies in the 
U.S. S&P 500 Index. Fully 40% of TOPIX stocks have 
net cash of greater than 20% of their net assets, and 
Japanese companies are increasing their shareholder 
returns, with rising levels of share buybacks and 
higher dividends totaling approximately ¥25tn—
more than double the level of a decade ago. Cross-
shareholdings—a longstanding and prominent 
feature of the corporate landscape in Japan—are 
being unwound, with the governance code now 
pressuring management to explain whether the 
purpose is appropriate and whether the benefits and 
risks from each holding cover the company’s cost of 
capital. Governance improvement is also evident in 
board structures, with a rising ratio of independent 
directors: independent directors now compose a third 
of the boards of two-thirds of the 2,191 First Section 
listed companies. Pressure for change is also reflected 

3. Earnings before interest, taxes, depreciation, and amortization. 

in rising activist shareholdings and engagements. 

We own three companies in our Japan portfolios that 
trade below 2x enterprise value4/EBITDA, namely, 
Honda’s main seating supplier—TS Tech—and a pair 
of pharmaceutical wholesalers—Toho and Suzuken—
both of which are basically irreplaceable due to the 
high number of dispensing pharmacies (some 60,000) 
and hospitals (approximately 9,000) that depend 
on them in Japan. TS Tech trades at 7.1x our normal 
earnings estimate, while Toho and Suzuken trade at 
9.7x and 9.5x, respectively.

DIVERSE EMERGING MARKET OPPORTUNITIES

In emerging markets, near-term uncertainty, macro 
headwinds, and a shifting regulatory environment 
produced diverse opportunities in which we have 
started to build positions. These include financial 
services in China, where market reforms are 
creating a tailwind for businesses positioned to take 
advantage of a changing investment landscape; 
consumer staples in Southeast Asia, where we see 
the short-term pain of inflation and COVID-19 creating 
opportunities in market leaders’ ability to drive 
continued earnings growth; and utilities in South 
America, where investment in clean energy is on the 
cusp of generating significant cash flow. 

SUMMARY

As the above implies, the opportunity set in value 
stocks remains broad, allowing us to build well-
diversified portfolios of companies, each with a 
unique route back to its fully researched historically 
implied earnings potential and at compelling 
valuations. 

4. As adjusted for long-term investment securities, which include cross-shareholdings
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In our white paper, "Assessing Corporate Governance – 
A Review of the Literature," we explore whether there is 
an empirical link between traditional principles of good 
governance used by investors and rating agencies (see 
Table 1), and company performance1. After reviewing 
the academic literature, we found limited evidence 
of a relationship between these ‘good’ governance 
principles and strong company performance. 
 
Table 1

‘Good’ 
Governance 

Principle
Definition

Academic 
Evidence

CEO/Chairman 
separation

CEO and Board Chairman should not be the 
same person 

?

Dispersed 
Ownership

Adopt one-share-one-vote structures; 
minimize influential shareholders (e.g., 
family/founder firms) 

+/-

Board 
Independence

Majority independent board; audit 
committee fully independent 

+

Smaller Boards Smaller boards are more effective +

De-Classified 
Boards

Board directors should be up for election 
each year +/-

Board Diversity
Boards should have diverse (race, gender, 
etc.) members. Female target is at least 30% 
(moving towards 40%)

?

Pay-For-
Performance

Executive pay should be closely tied to 
company performance through various 
short- and long-term metrics

?

? no clear link
+ positive link 
- negative link

These findings do not, however, undermine the 
importance of good governance analysis in the 
investment process. Rather, they call into question 
the way ‘good’ governance has come to be defined. 
In our view, backed by the academic literature, good 
governance goes beyond a board's structural features. 
Rather, assessing good governance necessitates 
analyzing the way the company is run and the context 
in which it operates. Assessing governance effectively 
requires a fundamental understanding of the business 
and a commitment to ongoing active ownership. 

In our experience, the most important considerations 
are:

1. As measured by company financial performance metrics or total shareholder return

i.   Actions/judgments of the management team 
making the strategic and operational decisions

a.   Efficient capital allocators
b.   Focus on long-term product/service 

excellence vs. peers
c.   Transparency in discussions 
d.   Action orientation addressing weakness or 

implementing turnaround

ii.   Alignment of shareholder/company interests over 
the long term

a.   Alignment of values and beliefs between 
controlling shareholders, management and 
minority shareholders

b.   Incentive plans that focus on the long-term 
c.   Culture of developing and retaining talent

iii.   Stewardship and effectiveness of  board members
a.   Relevant experience (company/industry/

product/service)
b.   Both board tenure and fresh perspectives
c.   Mixture of deep company expertise/interests 

and independence from management
d.   Ability to hold management accountable 

when necessary

iv.   Operating context
a.   Strong jurisdictional legal rights
b.   Rigorous adherence to any relevant law or 

legislation
c.   Relationships with and accountability to 

external stakeholders

Assessing good governance is not straightforward, 
but it is fundamental to what we do. As value 
investors, we analyze companies experiencing 
pain. Part of the judgment call—whether the pain is 
temporary or permanent—involves assessing whether 
good governance is embedded in the investment 
opportunity. The absence of good governance can 
lead to a permanent impairment of capital, and 
assessing governance properly can be an effective risk 
management tool for any investment. In this form, good 
corporate governance is foundational and could even be 
the difference between a good and a bad investment. 

We hope our whitepaper helps shift the focus of the 
investment community to those elements of good 
governance that really matter. As ESG-integrated 
investors, we are focused on the financial materiality 
of ESG issues. This means we consider the elements 
of good governance that really matter to a company’s 
success rather than ‘good’ governance metrics that lack 
an empirical connection to company performance. 
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FINDING VALUE IN ESG
Academic literature suggests that generally accepted principles of good 
governance may lack an empirical connection to company financial performance. A 
more nuanced approach may be in order.

https://www.pzena.com/assessing-corporate-governance/?utm_source=marketing_collateral&utm_medium=pdf&utm_campaign=assessing-corporate-governance&utm_content=long-form
https://www.pzena.com/assessing-corporate-governance/?utm_source=marketing_collateral&utm_medium=pdf&utm_campaign=assessing-corporate-governance&utm_content=long-form


Earnings Per Share Price/EarningsOnline travel agencies, or OTAs, were economic 
casualties of the COVID-19 pandemic. After 
rebounding from their 2020 lows, OTA valuations 
have since retraced considerably, which, for two 
particularly dominant franchises, we believe is 
unjustified.    

From an investment perspective, Booking.com and 
China-based Trip.com have compelling long-term 
value propositions and flexible cost structures, 
enabling their respective parent companies, Booking 
Holdings and Trip.com Group (TCOM), to withstand 
a prolonged period of what should ultimately be a 
temporary setback to travel. Both OTAs have been 
using the pandemic-induced travel lull to thoughtfully 
reinvest in their businesses, leaving them poised 
to capitalize on the demand snapback currently 
underway. Despite doing essentially the same thing, 
Booking and TCOM are two distinct companies 
operating in dissimilar geographies, and thus, have 
different credible paths to earnings normalization. 

HIGH BARRIERS TO ENTRY FOR EUROPEAN OTAS

Booking owns several brands, including KAYAK, 
Priceline.com, OpenTable, and Agoda, but its 
namesake, the booking.com portal, generates the 
bulk of its revenue. Booking acts as an agent by 
connecting customers to suppliers (predominately 
European hotels), generating commissions in the 
process. 

The European accommodation landscape is 
fragmented, with scores of independent players 
and relatively few major chains, rendering OTAs’ 
services vital. Aggregating this supply base is no 
easy feat, and booking.com has spent the last two 
decades building the most comprehensive portfolio of 
bookable accommodations at the lowest prices. 

Price FY22E FY23E Normal* FY22E FY23E Normal*

Booking 
Holdings

$1,749 $104 $129 $245 16.9x 13.6x 7.1x

Trip.com 
Group

CNY 
189.05

CNY 
1.69

CNY 
7.16

CNY 
20.00

111.7x 26.4x 11.2x**

Fiscal Year-End June 30. *Pzena estimate of normalized earnings. **Globally 
adjusted price-to-normal based on China discount rate. Source: FactSet, Pzena 
analysis. Data as of June 30, 2022

Booking’s sophisticated web/app-based infrastructure 
is not easily replicable, and it is specifically designed 
to maximize the probability of converting incoming 
traffic into bookings—in other words, monetizing 
eyeballs. According to Similarweb, booking.com has 
the least website traffic “leakage” on a global basis 
relative to its peers—that is to say, a booking.com 
visitor is least likely to explore a competing OTA, 
such as expedia.com1. As the largest OTA in Europe, 
booking.com can leverage its scale and profitability to 
outbid competitors for user traffic while continuing to 
acquire travel inventory at great prices. 

EQUIPPED WITH CONSIDERABLE OPERATING FLEXIBILITY

Booking’s flexible cost structure allows management 
to navigate the uncertainty of a post-pandemic 
travel recovery. A large portion of the company’s 
expenses stem from performance marketing 
(bidding for keywords on search engines), and this 
can be adjusted based on demand. This made us 
confident that Booking could withstand a prolonged 
downturn in travel, should one persist—though this 
is certainly not our base case. In 2020, for example, 
sales declined 55%, but Booking’s operating loss 
was a relatively modest $600M, and free cash flow 
was –$200M amid arguably the worst environment 
for travel on record. In 2021, revenue was still 27% 
below 2019’s level, but the company generated $2.5bn 
operating profit and free cash flow (Figure 1)2.

 

1. Source: JMP Securities, Similarweb
Globally, 27.5% of visitors to airbnb.com also visited booking.com, expedia.com, and 
vrbo.com. This metric is 30.5% for expedia.com, 51.7% for vrbo.com, and 10.6% for 
booking.com.

2.  Projections from FactSet
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HIGHLIGHTED HOLDING: BOOKING HOLDINGS AND TRIP.COM GROUP
Both Booking Holdings and Trip.com Group possess significant financial flexibility, allowing 
them to not only guard against any potential dip in travel demand, but also thoughtfully 
reinvest in their businesses to emerge even stronger in a post-pandemic world. 



Figure 1: Booking Holdings Already Recovering
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THE CONNECTED TRIP: A STRUCTURAL PROFIT DRIVER

Before the pandemic, CEO Glenn Fogel’s strategic 
vision for the company was to thoughtfully expand 
Booking’s portfolio by adding products such as flights, 
car rentals, restaurants, and attractions. The goal was 
to create a holistic experience whereby a traveler’s 
entire trip is managed through booking.com. This 
initiative—aptly named “connected trip”—increases 
the addressable market of services that Booking 
can offer travelers via cross-selling and customer 
stickiness from higher satisfaction.

As part of management’s concerted push into 
connected trip, booking.com has moved from an 
agent model to more of a merchant model over 
the past five years (40% today versus 12% of total 
bookings in 2017)3. In a merchant arrangement, 
consumers pay upfront to the OTA for their entire 
vacation, which, in turn, pays the supplier(s) as the 
trip is completed. By merchandizing the product as 
a single purchase, Booking can offer discounts to 
travelers for bundling and provide more payment 
options than the underlying suppliers, all while 
enhancing the in-trip experience. In addition to 
connected trip, booking.com has increased its 
presence in the large U.S. market in which it has 
historically been underrepresented. 

3. Bloomberg, Pzena analysis

TRIP.COM: CHINA’S DOMINANT OTA WAITING IN THE WINGS

Boasting a 50% market share, Trip.com is China’s 
largest OTA, providing services for accommodation, 
transportation ticketing, packaged tours, and 
corporate travel. Targeted M&A drove the company’s 
diversification outside of China by helping build 
an inventory of international supply to service the 
surging demand for China-outbound tourism.4

Unlike Booking, TCOM’s end markets remain highly 
depressed. The China outbound market (Chinese 
tourists looking to travel overseas) remains effectively 
closed, while the recent wave of lockdowns in Tier 1 
and 2 cities has disproportionately impacted TCOM’s 
customers. However, as with Booking, TCOM has 
a variable cost structure and can flex marketing 
spend according to need. In addition, TCOM can 
delay or even halt R&D spending since it is relatively 
discretionary. TCOM has a net cash position on its 
balance sheet, with ample liquidity to absorb short-
term losses. Case in point, despite the challenging 
environment (in 2021, revenues were 44% below 
2019 levels), R&D was down only 16% from 2019’s 
level, suggesting that TCOM is investing to capture 
market share before the market recovers—a reflection 
of balance sheet strength. If we were to normalize 
TCOM’s 2021 R&D spend in line with its 2017–19 
average (around 29% of revenue), the company would 
have generated CNY 972M in operating profit 
(Figure 2)5, while actual free cash flow was CNY 
+1.9bn.

Figure 2: Trip.com - Poised for an Earnings Rebound
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4. Source: Bloomberg Intelligence, 4/11/22

5. Projections from FactSet
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SPRING-LOADED EARNINGS REBOUND

TCOM’s key competitive advantages are its presence 
among mid- and high-end domestic accommodations 
and its dominant share of the China-outbound 
tourism market. These high-margin businesses should 
boost profit dollars back to pre-pandemic levels, as 
transaction volumes ultimately rebound with the 
reopening of the Chinese travel market. To quantify 
this, TCOM posted a net loss of CNY 511M in 2021 
versus a gain of CNY 7bn in 2019 and our out-year 
normal earnings projection of CNY 12.7bn. This isn’t 
too surprising given that transaction volume of OTA 
bookings in China collapsed from CNY 1.8T in 2019 
to CNY 987bn in 2020. Importantly, volumes are 
expected to finish the year at CNY 1.6T, according to 
Statista6.

TARGETED GROWTH OPPORTUNITIES

Perhaps most interestingly, the group has identified 
a major long-term growth opportunity in lower-tier 
Chinese cities stemming from seismic demographic 
shifts. A large portion of the population residing 
in provincial capital cities, representing some 91 
million people, is approaching the CNY ~70k annual 
income threshold7. Current Tier 1 cities reached this 
milestone 10–15 years ago, marking the start of 
measurable travel-forming habits, as consumers had 
sufficient disposable income to spend. We believe 
the burgeoning Chinese middle class could be a key 
positive catalyst for TCOM in the long run. 

In addition to its China-outbound product, TCOM 
has also invested in its travel advertising business. 
We view this as an interesting opportunity to 
capture market share in a CNY 90bn+ market, where 
advertising is generally seen as a form of brand 
building rather than performance/ROI based. This 
initiative has already shown promising signs, as 
advertisers seek to leverage the high purchasing 
intent within TCOM’s app ecosystem and convert 
consumers into bookings. We estimate a CNY 1.5bn 
profit opportunity (assuming a 5% to 10% market 
share of CNY 100bn at 20% margins) for TCOM at 
the midpoint, which is not factored into our normal 
earnings estimate. 

6. iResearch; © Statista 2022 

7. Government website, various media reports, Bernstein analysis 

CONCLUSION

Near-term travel demand is characteristically 
volatile and difficult to predict given its sensitivity 
to exogenous events and macroeconomic shocks. 
However, we expect travel activity to continue 
normalizing as the world opens up post-pandemic. 
Global travel spend is projected to grow at a 22% 
annual rate from the end of 2021 through 2024 (Figure 
3), comfortably surpassing 2019’s level. Trading at 
just 7.1x and 11.2x our normal earnings estimates, 
Booking and Trip.com represent compelling ways 
to, respectfully, play into the travel trend given their 
unique value propositions in their respective markets. 

Figure 3: Global Travel Rebound 
Total Travel by Geography (USD, billions)
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APPROXIMATE
HOLDINGS

INVESTMENT
UNIVERSE

TYPICAL CLIENT 
BENCHMARKS

STRATEGY
INCEPTION 

DATE

PAGE 
#

GLOBAL/NON-US STRATEGIES

Global Value 60 - 95 2,000 Largest 
Companies Worldwide MSCI World1 1/2010 11

Global Focused Value 40 - 60 2,000 Largest 
Companies Worldwide MSCI ACWI 1/2004 12

International Value 60 - 80 1,500 Largest 
non-US Companies MSCI EAFE1 11/2008 13

International Focused Value 30 - 50 1,500 Largest 
non-US Companies

MSCI ACWI ex 
USA 1/2004 14

Emerging Markets Focused Value 40 - 80 1,500 Largest Companies 
in Emerging Markets

MSCI Emerging 
Markets 1/2008 15

European Focused Value 40 - 50 750 Largest 
European Companies MSCI Europe 8/2008 16

US STRATEGIES

Large Cap Value 50 - 80 500 Largest 
US Companies

Russell 1000 
Value® 7/2012 17

Large Cap Focused Value 30 - 40 500 Largest 
US Companies

Russell 1000 
Value® 10/2000 18

Focused Value 30 - 40 1,000 Largest 
US Companies

Russell 1000 
Value® 1/1996 19

Mid Cap Focused Value 30 - 40 1,000 US Companies 
(ranked 201 – 1200)

Russell Mid Cap 
Value® 9/1998 20

Small Cap Focused Value 40 - 50 2,000 US Companies 
(ranked 1001 – 3000)

Russell 2000 
Value® 1/1996 21

All our strategies follow the same value investment process and philosophy; the primary difference lies in the universe considered for investment. 
1 MSCI ACWI and MSCI ACWI ex-USA versions also available

Pzena Investment Strategies



PZENA GLOBAL VALUE

*¹
Strategy Index

Price to Normal Earnings 8.8x 14.7x
Price / Earnings (1-Year Forecast) 1.1x 2.7x
Price / Book $26.4 $15.7
Median Market Cap ($B) $61.6 $316.2
Weighted Average Market Cap ($B) 94.2% -
Active Share 21.3% 16.4%
Standard Deviation (5-Year) 64 1,513
Number of Stocks (model portfolio) 64 1,513

2Q YTD
One
Year

Three
Year

Five
Year

Ten
Year

Since
Inception

1/1/10

Pzena Global Value Composite - Gross -13.2% -12.2% -10.1% 7.1% 5.4% 9.3% 7.8%

Pzena Global Value Composite - Net -13.3% -12.3% -10.4% 6.7% 5.0% 9.0% 7.4%

MSCI World Index -16.2% -20.5% -14.3% 7.0% 7.7% 9.5% 8.5%

MSCI World Value Index -11.6% -12.2% -6.6% 4.5% 4.7% 7.6% 6.7%

North America 48% 72%
Europe ex-U.K. 20% 13%
United Kingdom 13% 4%
Emerging Markets 9% 0%
Japan 8% 6%
Dev. Asia ex-Japan 2% 1%
Australia/New Zealand 0% 2%

Strategy Index

Communication Services 2% 8%
Consumer Discretionary 18% 11%
Consumer Staples 4% 8%
Energy 8% 5%
Financials 20% 14%
Health Care 10% 14%
Industrials 11% 10%
Information Technology 18% 21%
Materials 4% 4%
Real Estate 0% 3%
Utilities 5% 3%

Strategy Index

EDISON INTERNATIONAL 3.1%
SHELL PLC 3.0%
COGNIZANT TECH SOLUTIONS 2.9%
WESTINGHOUSE AIR BRAKE TECH 2.8%
MCKESSON CORPORATION 2.7%
GENERAL ELECTRIC COMPANY 2.6%
LEAR CORPORATION 2.6%
KOMATSU LTD. 2.6%
NOKIA OYJ 2.5%
WELLS FARGO & COMPANY 2.5%
Total 27.3%
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PORTFOLIO STRATEGIES

Global equity markets declined sharply 
in the second quarter, battered by high 
inflation, tightening monetary policies, 
and rising recession fears. Cyclical 
areas such as financials, consumer 
discretionary, and industrials all declined. 
Though down as well, our Global Value 
strategy outperformed the broad MSCI 
World Index. No sector contributed to 
absolute performance in the quarter, and 
the financials, consumer discretionary, 
and industrials sectors detracted the most. 

The management of US pharma 
distributor McKesson guided to strong 
earnings growth for 2023, benefiting from 
broad strength across its business lines, 
which supported shares. Semiconductor 
distributor Avnet reported solid sales and 
earnings, as demand for chips remained 
robust while margins expanded due 
to pricing initiatives. The street reacted 
positively to guidance from UK-based 
global trade bank Standard Chartered on 
net interest margin expansion and higher 
capital levels.

The largest detractor, industrial 
conglomerate General Electric, posted a 
weak set of earnings results, as supply 
chain disruptions negatively impacted 
its core segments. Despite posting solid 
organic revenue growth, earnings of 
Indian IT service provider Cognizant were 
pressured by wage inflation in tandem 
with reduced labor availability in the 
quarter. Longer term, Cognizant remains 
poised to benefit from the continued 
uptrend in global IT spending. German 
chemical producer BASF declined on 
concerns over potential production 
curtailment from Russian gas supply cuts 
and associated margin contraction.

We initiated three positions during the 
quarter: Resona Holdings (Japanese 
regional bank), Bristol-Myers Squibb 
(BMY; US pharma), and Randstad NV 
(Dutch staffing company). Resona 
is well-positioned for an anticipated 
consolidation of the Japanese regional 
banking industry. We swapped our 
position in Sumitomo Mitsui Financial 
Group, the mega-cap Japanese bank 
with an increasingly global footprint, into 
Resona to take advantage of the company-
specific opportunity. We expect BMY’s 
large Celgene acquisition to drive strong 
cash flow generation and capital returns 
going forward, and we believe the market 
is pricing in an asymmetrical risk-reward 
given the pharma giant’s historically 

solid R&D engine. Despite near-
term recession concerns, we see 
Randstad as well-positioned to 
weather the storm given its strong 
balance sheet and cash flow 
generation. 

TOP 10 HOLDINGS PORTFOLIO CHARACTERISTICS

SECTOR WEIGHTS

With near-term macro uncertainty 
dominating market moves 
as of late, we have seized 
on opportunities to increase 
our exposure to high quality 
franchises that are appropriately 
situated for the long run. ■

REGION CONCENTRATION

PERFORMANCE SUMMARY

0% 10% 20%

Source: MSCI World Index, Pzena analysis
*Global universe median; ¹Pzena’s estimate of normal earnings.

Country weights adjusted for cash - may appear higher than actual.

Sector weights adjusted for cash - may appear higher than actual. Numbers may not add to 100% due to rounding.

annualized in USD as of June 30, 2022

(See Portfolio Notes on page 23)

See Calendar Year Returns, Portolio Notes/Disclosures and important risk information beginning on pg. 22.
Past Performance is not indicative of future results.
Returns could be reduced, or losses incurred, due to currency fluctuations



PZENA GLOBAL FOCUSED VALUE

*¹

2Q YTD
One
Year

Three
Year

Five
Year

Ten
Year

Since
Inception

1/1/04

Pzena Global Focused Value 
Composite - Gross -13.6% -12.5% -11.0% 6.7% 4.8% 9.3% 5.6%

Pzena Global Focused Value 
Composite - Net -13.7% -12.7% -11.4% 6.2% 4.2% 8.7% 4.9%

MSCI All Country World Index -15.7% -20.2% -15.8% 6.2% 7.0% 8.8% 6.9%

MSCI All Country World Value Index -11.5% -12.3% -8.1% 3.9% 4.3% 6.9% 5.8%

Strategy Index
Price to Normal Earnings 7.3x 13.1x
Price / Earnings (1-Year Forecast) 8.5x 14.1x
Price / Book 1x 2.5x
Median Market Cap ($B) $26.4 $10.1
Weighted Average Market Cap ($B) $51.4 $290.9
Active Share 96.4% -
Standard Deviation (5-Year) 22.5% 16.1%
Number of Stocks (model portfolio) 47 2,895

GENERAL ELECTRIC COMPANY 4.2%
SHELL PLC 4.0%
MCKESSON CORPORATION 3.5%
EDISON INTERNATIONAL 3.3%
LEAR CORPORATION 3.1%
KOMATSU LTD. 3.1%
WESTINGHOUSE AIR BRAKE TECH 3.0%
MICHELIN SCA 2.9%
COGNIZANT TECH SOLUTIONS 2.7%
CITIGROUP INC. 2.6%
Total 32.4%

North America 46% 64%
Europe ex-U.K. 21% 12%
United Kingdom 13% 4%
Emerging Markets 9% 11%
Japan 8% 5%
Dev. Asia ex-Japan 2% 1%
Australia/New Zealand 0% 2%

Communication Services 0% 8%
Consumer Discretionary 21% 11%
Consumer Staples 4% 8%
Energy 8% 5%
Financials 24% 14%
Health Care 7% 13%
Industrials 13% 9%
Information Technology 12% 21%
Materials 4% 5%
Real Estate 0% 3%
Utilities 7% 3%
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PORTFOLIO STRATEGIES

Global equity markets declined sharply 
in the second quarter, battered by high 
inflation, tightening monetary policies, 
and rising recession fears. Cyclical 
areas such as industrials, financials, and 
consumer discretionary all declined. 
Though down as well, our Global 
Focused Value strategy outperformed 
the broad MSCI ACWI Index. No sector 
contributed to absolute performance 
in the quarter, and the industrials, 
financials, and consumer discretionary 
sectors detracted the most.  

The management of US pharma 
distributor McKesson guided to strong 
earnings growth for 2023, benefiting 
from broad strength across its business 
lines, which supported shares. The street 
reacted positively to guidance from 
UK-based global trade bank Standard 
Chartered, which called for net interest 
margin expansion and higher capital 
levels. Semiconductor distributor Avnet 
reported solid sales and earnings, as 
demand for chips remained robust 
while margins expanded due to pricing 
initiatives.

The largest detractor, industrial 
conglomerate General Electric, posted a 
weak set of earnings results, as supply 
chain disruptions negatively impacted 
its core segments. Despite posting solid 
organic revenue growth, earnings of 
Indian IT service provider Cognizant 
were pressured by wage inflation in 
tandem with reduced labor availability 
in the quarter. Longer term, Cognizant 
remains poised to benefit from the 
continued uptrend in global IT spending. 
German chemical producer BASF decline 
on concerns over potential production 
curtailment from Russian gas supply cuts 
and associated margin contraction.

We initiated two positions during the 
quarter: Resona Holdings (Japanese 
regional bank) and SS&C Technologies 
(US financial software and service 
provider). Resona is well-positioned 
for an anticipated consolidation of the 
Japanese regional banking industry. 
We swapped our position in Sumitomo 
Mitsui Financial Group, the mega-cap 
Japanese bank with an increasingly 
global footprint, into Resona to take 
advantage of the company-specific 
opportunity. SS&C benefits from the 
high switching cost of its services, 
industry leading solutions, and ongoing 
consolidation in the space. The company 

has been dealing with near-term 
macro headwinds stemming from 
negative sentiment surrounding 
capital markets, labor retention, 
and cost inflation, allowing us 
to take a position at an attractive 
price. 

TOP 10 HOLDINGS PORTFOLIO CHARACTERISTICS

SECTOR WEIGHTS

With near-term macro uncertainty 
dominating market moves 
as of late, we have seized 
on opportunities to increase 
our exposure to high-quality 
franchises that are appropriately 
situated for the long run. ■

REGION CONCENTRATION

PERFORMANCE SUMMARY

Strategy Index

Strategy Index

0% 10% 20% 30%

Source: MSCI ACWI Index, Pzena analysis
*Global universe median; ¹Pzena’s estimate of normal earnings.

Country weights adjusted for cash - may appear higher than actual.

Sector weights adjusted for cash - may appear higher than actual. Numbers may not add to 100% due to rounding.

annualized in USD as of June 30, 2022

(See Portfolio Notes on page 23)

See Calendar Year Returns, Portolio Notes/Disclosures and important risk information beginning on pg. 22.
Past Performance is not indicative of future results.
Returns could be reduced, or losses incurred, due to currency fluctuations



PZENA INTERNATIONAL VALUE

*¹

2Q YTD
One
Year

Three
Year

Five
Year

Ten
Year

Since
Inception

11/1/08

Pzena International Value Composite - 
Gross -13.0% -14.7% -16.3% 3.7% 2.6% 7.1% 8.1%

Pzena International Value Composite - Net -13.0% -14.8% -16.6% 3.4% 2.3% 6.7% 7.8%

MSCI EAFE Index -14.5% -19.6% -17.8% 1.1% 2.2% 5.4% 5.9%

MSCI EAFE Value Index -12.4% -12.1% -11.9% 0.2% 0.5% 4.2% 4.8%

Strategy Index
Price to Normal Earnings 7.6x 13.2x
Price / Earnings (1-Year Forecast) 8.5x 11.7x
Price / Book 0.9x 1.6x
Median Market Cap ($B) $19.4 $11.5
Weighted Average Market Cap ($B) $47.0 $71.0
Active Share 88.7% -
Standard Deviation (5-Year) 20.1% 15.7%
Number of Stocks (model portfolio) 62 799

SHELL PLC 4.0%
KOMATSU LTD. 3.1%
ROCHE HOLDING AG 3.1%
HON HAI PRECISION INDUSTRY CO. 2.8%
NOKIA OYJ 2.8%
REXEL SA 2.7%
AMUNDI SA 2.6%
COVESTRO AG 2.5%
HSBC HOLDINGS PLC 2.5%
HONDA MOTOR CO. LTD. 2.4%
Total 28.5%

Europe ex-U.K. 45% 48%
United Kingdom 21% 16%
Japan 18% 22%
Emerging Markets 10% 0%
Dev. Asia ex-Japan 5% 5%
North America 2% 0%
Australia/New Zealand 0% 8%
Dev. Africa/Middle East 0% 1%

Strategy Index

Communication Services 4% 5%
Consumer Discretionary 19% 11%
Consumer Staples 8% 11%
Energy 7% 5%
Financials 25% 18%
Health Care 8% 14%
Industrials 14% 15%
Information Technology 6% 8%
Materials 7% 8%
Real Estate 0% 3%
Utilities 2% 4%

Strategy Index
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PORTFOLIO STRATEGIES

International equity markets declined 
sharply in the second quarter, battered by 
high inflation and rising recession fears, 
with all developed markets registering 
meaningful drops in valuations. Cyclical 
corners of the market such as industrials 
and financials declined the most. Though 
down as well, our International Value 
strategy outperformed the broad MSCI 
EAFE Index. No sector contributed to 
absolute performance in the quarter, and 
the industrials, financials, and consumer 
discretionary sectors detracted the most.  

The top individual contributor, Chinese-
focused online travel agency Trip.com, 
benefited mostly from a positive shift 
in sentiment on the Chinese macro 
situation, as the government lifted COVID 
lockdowns and sought to stimulate the 
economy. Shares of lenders Standard 
Chartered and CaixaBank were boosted 
by the prospect of rising yields given 
their high interest rate sensitivities. 

French electrical equipment distributor 
Rexel was down on European macro 
concerns despite the company hosting 
a relatively upbeat capital markets day. 
German chemical company Covestro 
dropped on broader concerns that 
energy-intensive manufacturers in 
Europe may have to curtail some 
production if there is a Russian-induced 
energy shortage. UK builders’ merchant 
Travis Perkins was similarly weak on 
investor expectations that surging 
inflation and rising rates in the UK may 
stifle repair and maintenance activity. 

We initiated three positions: Randstad NV 
(Dutch staffing company), Bank of Ireland 
Group (BIRG), and Toray Industries 
(Japanese chemicals). Randstad has 
been capitalizing on structural changes 
in the staffing industry, taking share in 
the process. Despite near-term recession 
concerns, we see the company as well-
positioned to weather the storm given 
its strong balance sheet and cash flow 
generation. BIRG should benefit from 
structural changes in the Irish banking 
market and a recovery in the Irish 
economy. BIRG is also a rate-sensitive 
bank that will benefit from higher yields 
prompted by an ECB rate increase. We 
believe that a recovery in the aerospace 
industry will precipitate a material 
earnings improvement for Toray via its 
carbon fiber unit, which is not reflected in 

the stock’s current valuation. 

Investors have been grappling 
with the prospects of a rate-
induced global downturn due to 
surging inflation. Given the overly 

TOP 10 HOLDINGS PORTFOLIO CHARACTERISTICS

SECTOR WEIGHTS

pessimistic and fearful sentiment 
surrounding global equities, we 
believe the environment is ideal 
for selectively buying up shares 
of excellent companies trading at 
highly discounted valuations. ■

REGION CONCENTRATION

PERFORMANCE SUMMARY

0% 10% 20% 30%

Source: MSCI EAFE Index, Pzena analysis
*EAFE universe median; ¹Pzena’s estimate of normal earnings.

Country weights adjusted for cash - may appear higher than actual.

Sector weights adjusted for cash - may appear higher than actual. Numbers may not add to 100% due to rounding.

annualized in USD as of June 30, 2022

(See Portfolio Notes on page 23)

See Calendar Year Returns, Portolio Notes/Disclosures and important risk information beginning on pg. 22.
Past Performance is not indicative of future results.
Returns could be reduced, or losses incurred, due to currency fluctuations



PZENA INTERNATIONAL FOCUSED VALUE

*¹

2Q YTD
One
Year

Three
Year

Five
Year

Ten
Year

Since
Inception

1/1/04

Pzena International Focused Value Com
posite - Gross -13.7% -15.3% -17.6% 3.5% 2.6% 7.5% 5.7%

Pzena International Focused Value 
Composite - Net -13.8% -15.5% -18.1% 3.0% 2.1% 6.9% 4.9%

MSCI All Country World Ex-US Index -13.7% -18.4% -19.4% 1.4% 2.5% 4.8% 5.2%

MSCI ACWI ex USA Value - Net Index -11.9% -11.8% -12.8% 0.6% 1.2% 3.8% 4.6%

Strategy Index
Price to Normal Earnings 7.2x 13.2x
Price / Earnings (1-Year Forecast) 8.4x 11.4x
Price / Book 0.8x 1.6x
Median Market Cap ($B) $19.8 $7.9
Weighted Average Market Cap ($B) $43.2 $78.3
Active Share 94.0% -
Standard Deviation (5-Year) 21.4% 15.6%
Number of Stocks (model portfolio) 44 2,269

KOMATSU LTD. 3.8%
HON HAI PRECISION INDUSTRY CO. 3.6%
MICHELIN SCA 3.4%
REXEL SA 3.3%
NOKIA OYJ 3.3%
GALAXY ENTERTAINMENT  LTD. 3.1%
HONDA MOTOR CO. LTD. 3.0%
SHELL PLC 3.0%
ALIBABA GROUP HOLDING LTD. 3.0%
BASF SE 2.9%
Total 32.4%

Europe ex-U.K. 44% 30%
United Kingdom 20% 10%
Emerging Markets 16% 30%
Japan 15% 14%
Dev. Asia ex-Japan 5% 3%
North America 1% 8%
Australia/New Zealand 0% 5%

Strategy Index

Communication Services 1% 6%
Consumer Discretionary 24% 12%
Consumer Staples 7% 9%
Energy 6% 6%
Financials 27% 20%
Health Care 6% 10%
Industrials 13% 12%
Information Technology 7% 11%
Materials 8% 8%
Real Estate 0% 2%
Utilities 2% 3%

Strategy Index
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PORTFOLIO STRATEGIES

International equity markets declined 
sharply in the second quarter, battered 
by high inflation, tightening monetary 
policies, and rising recession fears; all 
markets outside of China registered 
drops in valuations. Cyclical corners 
of the market—such as financials, 
technology, and industrials—all declined.  
Though down as well, our International 
Focused Value strategy outperformed 
the broad MSCI ACWI World ex-USA 
Index. No sector contributed to absolute 
performance in the quarter, and the 
financials, industrials, and materials 
sectors detracted the most. 

The top individual contributor, Chinese-
focused online travel agency Trip.com, 
benefited mostly from a positive shift 
in sentiment on the Chinese macro 
situation, as the government lifted COVID 
lockdowns and sought to stimulate the 
economy via expansionary monetary 
policies. Shares of lenders Standard 
Chartered and CaixaBank were boosted 
by the prospect of rising yields given 
their high interest rate sensitivities. The 
Street also reacted positively to guidance 
from Standard Chartered on net interest 
margin expansion and higher capital 
levels. 

French electrical equipment distributor 
Rexel was down on European macro 
concerns despite the company hosting 
a relatively upbeat capital markets day. 
German chemical companies Covestro 
and BASF dropped on broader concerns 
that energy-intensive manufacturers 
in Europe may have to curtail some 
production if there is a Russian-induced 
energy shortage. That said, we believe 
both stocks’ valuations already embed a 
severe near-term earnings downturn.

We initiated three positions during the 
quarter: Resona Holdings (Japanese 
regional bank), Randstad NV (Dutch 
staffing company), and Accor (French 
hotel operator). Resona is well-positioned 
for an anticipated consolidation of the 
Japanese regional banking industry, 
while Randstad has been capitalizing on 
structural changes in the staffing industry, 
taking share in the process. Despite 
near-term recession concerns, we see 
Randstad as well-positioned to weather 
the storm given its strong balance sheet 
and cash flow generation. Accor, Europe’s 
largest hotel manager, is an asset-light, 
fundamentally strong business suffering 
from temporary macroeconomic 

headwinds. We expect profitability 
per room to normalize higher as 
the Continent ultimately transitions 
away from a pandemic state. 

Investors have been grappling with 
the prospects of a rate-induced 
global downturn due to surging 

TOP 10 HOLDINGS PORTFOLIO CHARACTERISTICS

SECTOR WEIGHTS

inflation. Given the overly 
pessimistic and fearful sentiment 
surrounding global equities, we 
believe the environment is ideal 
for selectively buying up shares 
of excellent companies trading at 
highly discounted valuations. ■

REGION CONCENTRATION

PERFORMANCE SUMMARY

0% 10% 20% 30%

Source: MSCI ACWI (ex USA) Index, Pzena analysis
*Intl (ex USA) universe median; ¹Pzena’s estimate of normal earnings.

Country weights adjusted for cash - may appear higher than actual.

Sector weights adjusted for cash - may appear higher than actual. Numbers may not add to 100% due to rounding.

annualized in USD as of June 30, 2022

(See Portfolio Notes on page 23)

See Calendar Year Returns, Portolio Notes/Disclosures and important risk information beginning on pg. 22.
Past Performance is not indicative of future results.
Returns could be reduced, or losses incurred, due to currency fluctuations



PZENA EMERGING MARKETS FOCUSED VALUE

*¹

2Q YTD
One
Year

Three
Year

Five
Year

Ten
Year

Since
Inception

1/1/08

Pzena Emerging Markets Focused Value 
Composite - Gross -10.9% -9.6% -14.6% 4.2% 3.9% 5.9% 3.4%

Pzena Emerging Markets Focused Value 
Composite - Net -11.0% -10.0% -15.3% 3.4% 3.1% 5.1% 2.6%

MSCI Emerging Markets Index -11.4% -17.6% -25.3% 0.6% 2.2% 3.1% 0.9%

MSCI Emerging Markets Value Index -10.8% -13.9% -18.6% -1.0% 1.2% 1.5% 0.2%

Strategy Index
Price to Normal Earnings 8.3x 13.6x
Price / Earnings (1-Year Forecast) 7.6x 10.7x
Price / Book 1x 1.7x
Median Market Cap ($B) $8.7 $6.2
Weighted Average Market Cap ($B) $50.6 $100.5
Active Share 84.3% -
Standard Deviation (5-Year) 19.2% 16.9%
Number of Stocks (model portfolio) 47 1,382

HON HAI PRECISION INDUSTRY CO. 4.2%
ALIBABA GROUP HOLDING LTD. 4.0%
TRIP.COM GROUP LTD. 3.7%
GALAXY ENTERTAINMENT  LTD. 3.4%
AMBEV SA 3.3%
COGNIZANT TECH SOLUTIONS 3.2%
TAIWAN SEMICONDUCTOR MFG. 3.2%
CIA ENERG MG-CEMIG 3.2%
SAMSUNG ELECTRONICS CO. LTD. 3.1%
HANKOOK TIRE & TECH CO. LTD. 3.0%
Total 34.3%

Asia 72% 80%
Europe 9% 1%
Latin America 9% 8%
Africa/Middle East 5% 11%
North America 5% 0%

Strategy Index

Communication Services 3% 11%
Consumer Discretionary 19% 15%
Consumer Staples 6% 6%
Energy 0% 5%
Financials 28% 21%
Health Care 2% 4%
Industrials 5% 6%
Information Technology 24% 19%
Materials 6% 8%
Real Estate 3% 2%
Utilities 5% 3%

Strategy Index
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PORTFOLIO STRATEGIES

Emerging market declines accelerated 
throughout the quarter, as rising 
inflation and continued macroeconomic 
weakness heightened fears of a 
potentially painful global recession. 
Within emerging markets, the highly 
cyclical materials, information 
technology, and financials sectors 
were particularly weak; the only 
positive contributions on a sector level 
came from consumer discretionary, 
where a number of oversold Chinese 
names rebounded on the lifting of 
COVID restrictions and China’s looser 
monetary policies vis-à-vis other global 
economies. Our Emerging Markets 
Focused Value portfolio performed 
slightly better than the MSCI Emerging 
Markets Index, though it finished the 
period deep in negative territory as well.

The strategy derived positive 
contributions from communication 
services, owing to our position in Baidu, 
as well as from real estate, due to the 
outperformance of China Overseas Land 
and Investment (COLI). Chinese online 
travel leader Trip.com was also strong — 
benefiting from a change in sentiment 
on the Chinese macro situation. Pan-
Asian trade bank Standard Chartered 
also logged strong performance, 
responding positively to the spectre 
of higher rates and the expectation of 
increased capital returns.

In contrast, performance of our 
information technology, financials, 
and materials positions weighed most 
heavily on returns. The most significant 
individual pain points in the portfolio 
included Hungarian lender OTP 
Bank, which was weak on recession 
concerns and continued fallout from 
the neighboring Ukraine-Russia crisis; 
Indian IT servicer Cognizant, which 
declined after reporting first-quarter 
earnings that highlighted labor inflation 
pressures and employee attrition issues; 
and Samsung Electronics, which fell on 
fears that a broader economic downturn 
could hurt both pricing and volumes, 
particularly in the semiconductor space.

During the quarter we added to Alibaba, 
Korea’s Hankook Tire, and electronics 
assembler Compal Electronics. We 
exited Lukoil and trimmed China 
Construction Bank, as well as first 
quarter outperformers CEZ (Czech utility) 

and UAE-based lender Abu 
Dhabi Commercial Bank.

While declining equity markets 
are clearly disappointing, 
the current valuation spread 
environment continues to 

TOP 10 HOLDINGS PORTFOLIO CHARACTERISTICS

SECTOR WEIGHTS

present intriguing investment 
opportunities. Fear of recession, 
rising rates, and heightened 
geopolitical tensions have 
enabled us to uncover high 
quality businesses trading at 
bargain basement prices. ■

REGION CONCENTRATION

PERFORMANCE SUMMARY

0% 10% 20% 30%

Source: MSCI Emerging Markets Index, Pzena analysis 
*EM universe median; ¹Pzena’s estimate of normal earnings

Country weights adjusted for cash - may appear higher than actual.

Sector weights adjusted for cash - may appear higher than actual. Numbers may not add to 100% due to rounding.

annualized in USD as of June 30, 2022

(See Portfolio Notes on page 23)

See Calendar Year Returns, Portolio Notes/Disclosures and important risk information beginning on pg. 22.
Past Performance is not indicative of future results.
Returns could be reduced, or losses incurred, due to currency fluctuations



PZENA EUROPEAN FOCUSED VALUE

*¹

2Q YTD
One
Year

Three
Year

Five
Year

Ten
Year

Since
Inception

8/1/08

Pzena European Focused Value 
Composite - Gross -14.2% -16.7% -16.1% 1.8% 0.9% 6.7% 4.0%

Pzena European Focused Value 
Composite - Net -14.2% -16.8% -16.4% 1.4% 0.5% 6.3% 3.7%

MSCI Europe Index -14.5% -20.8% -17.6% 1.2% 2.2% 5.4% 2.3%

MSCI Europe Value Index -12.3% -14.2% -12.4% -0.7% -0.1% 3.9% 0.6%

Strategy Index
Price to Normal Earnings 6.9x 11.9x
Price / Earnings (1-Year Forecast) 8.6x 11.4x

Price / Book 0.9x 1.8x
Median Market Cap ($B) $12.4 $13.6
Weighted Average Market Cap ($B) $31.8 $84.7
Active Share 89.0% -
Standard Deviation (5-Year) 25.0% 17.2%
Number of Stocks (model portfolio) 43 428

NOKIA OYJ 4.0%
REXEL SA 3.7%
MICHELIN SCA 3.7%
BALFOUR BEATTY PLC 3.5%
AMUNDI SA 3.3%
HSBC HOLDINGS PLC 3.2%
RANDSTAD NV 3.1%
BASF SE 2.9%
COVESTRO AG 2.8%
ROCHE HOLDING AG 2.7%
Total 32.9%

Europe ex-U.K. 66% 75%
United Kingdom 32% 25%
North America 2% 0%

Strategy Index

Communication Services 3% 4%
Consumer Discretionary 10% 10%
Consumer Staples 7% 14%
Energy 10% 6%
Financials 31% 16%
Health Care 5% 17%
Industrials 18% 14%
Information Technology 4% 7%
Materials 6% 7%
Real Estate 0% 1%
Utilities 5% 4%

Strategy Index
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PORTFOLIO STRATEGIES

European equity markets fell sharply in 
the second quarter, reacting to surging 
inflation, recession concerns, and 
fears of an energy crisis. Our portfolio 
performed in line with the MSCI Europe 
Index but lagged the Value series. 
No sector contributed to absolute 
performance this period; industrials, 
financials, and materials holdings were 
the largest detractors. 

Shares of both UK-based Asian trade 
bank Standard Chartered and Spanish 
lender CaixaBank were boosted by the 
prospect of rising yields given their 
high interest rate sensitivities. Energy 
focused engineering & construction 
company Technip Energies was up on 
improving demand and better pricing 
for LNG projects despite management’s 
intent to withdraw from Russia. 

French electrical equipment distributor 
Rexel was down on European macro 
concerns despite the company hosting 
a relatively upbeat capital markets day. 
German chemical producer Covestro 
dropped on broader concerns that 
energy-intensive manufacturers in 
Europe may have to curtail some 
production if there is a Russian-
induced energy shortage. French tire 
manufacturer Michelin was similarly 
weak in the face of continued cost 
inflation and concerns that higher 
energy prices will weigh on tire 
demand.  

We initiated a position in Daimler 
Truck Holding, a global manufacturer 
of trucks and buses with leadership 
positions in North America and 
Europe that was recently spun out of 
Mercedes-Benz Group. The stock has 
been weak due to fears of cost inflation 
weighing on margins. We believe the 
company should benefit from a more 
focused, independent management 
team that can help turn around its 
underperforming European business. 
We also added to Amundi (asset 
manager) and Randstad (Dutch staffing 
company), and exited CEZ (Czech 
utility) on valuation. 

European investors have been 
grappling with the prospects of a 
rate-induced recession due to surging 
inflation and a potential energy crisis 

if Russia decides to cut off, or 
even severely limit, the flow of 
natural gas to the Continent. 
As such, equities are generally 
priced as though a recession is 
a foregone conclusion. Given 
the overly pessimistic and 

TOP 10 HOLDINGS PORTFOLIO CHARACTERISTICS

SECTOR WEIGHTS

fearful sentiment surrounding 
European stocks, we believe 
the environment is ideal for 
selectively buying up shares of 
excellent companies trading at 
highly discounted valuations. ■

REGION CONCENTRATION

PERFORMANCE SUMMARY

0% 10% 20% 30% 40%

Source: MSCI Europe Index, Pzena analysis
*European universe median; ¹Pzena’s estimate of normal earnings.

Country weights adjusted for cash - may appear higher than actual.

Sector weights adjusted for cash - may appear higher than actual. Numbers may not add to 100% due to rounding.

annualized in USD as of June 30, 2022

(See Portfolio Notes on page 23)

See Calendar Year Returns, Portolio Notes/Disclosures and important risk information beginning on pg. 22.
Past Performance is not indicative of future results.
Returns could be reduced, or losses incurred, due to currency fluctuations



PZENA LARGE CAP VALUE (US)

*¹

2Q YTD
One
Year

Three
Year

Five
Year

Since
Inception

7/1/12

Pzena Large Cap Value Composite - Gross -12.3% -10.1% -4.8% 8.0% 7.0% 11.3%

Pzena Large Cap Value Composite - Net -12.4% -10.1% -4.9% 7.9% 6.8% 11.2%

Russell 1000 Value Index -12.2% -12.9% -6.8% 6.9% 7.2% 10.5%

Strategy Index
Price to Normal Earnings 8x 13.7x
Price / Earnings (1-Year Forecast) 9.8x 13x
Price / Book 1.4x 2.3x
Median Market Cap ($B) $37.6 $10.7
Weighted Average Market Cap ($B) $77.2 $129.8
Active Share 83.1% -
Standard Deviation (5-Year) 22.7% 17.2%
Number of Stocks (model portfolio) 49 859

MCKESSON CORPORATION 3.7%
EDISON INTERNATIONAL 3.4%
WESTINGHOUSE AIR BRAKE TECH 3.2%
NRG ENERGY INC. 3.2%
AMDOCS LIMITED 3.1%
WELLS FARGO & COMPANY 3.1%
CITIGROUP INC. 3.0%
NEWELL BRANDS INC 3.0%
SS&C TECHNOLOGIES HOLDINGS 2.9%
COGNIZANT TECH SOLUTIONS 2.9%
Total 31.5%

Basic Materials 3% 3%
Consumer Discretionary 14% 10%
Consumer Staples 4% 7%
Energy 9% 7%
Financials 25% 19%
Health Care 13% 16%
Industrials 13% 12%
Real Estate 0% 5%
Technology 12% 9%
Telecommunications 1% 5%
Utilities 7% 6%

Strategy Index
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PORTFOLIO STRATEGIES

US equity markets declined by double 
digits this quarter as the Fed reacted 
to the continued surge in inflation by 
tightening the money supply, thereby 
eliciting fears of an economic recession. 
The Pzena Large Cap Value strategy 
performed in line with the benchmark, 
but consumer staples was the only 
sector to deliver a positive absolute 
contribution; this was more than offset 
by declines in financials, industrials, and 
consumer discretionary holdings. 

Industrial conglomerate General Electric 
was the largest individual detractor; 
the company continues to be plagued 
by higher costs and supply chain 
issues that are affecting its healthcare 
and renewables segments. That said, 
the turnaround in Aviation and Power 
remains on track and we added to our 
position. IT service provider Cognizant 
Technology Solutions also detracted on 
fears that rampant wage inflation and 
associated labor force attrition could 
cause margins to contract. Longer term, 
Cognizant remains poised to benefit 
from the continued uptrend in global IT 
spending. Lastly, dialysis products and 
services provider Fresenius Medical Care 
declined on an unexpected US Supreme 
Court ruling potentially impacting the 
mix of private versus government 
insurance reimbursement. 

Three of our more defensive health 
care-exposed positions—McKesson 
Corp., Bristol-Myers Squibb (BMY), 
and Cigna Corp.—were the strongest 
contributors to performance. Drug 
distributor McKesson performed well, as 
management guided to strong earnings 
growth in 2023, benefiting from broad 
strength across its business lines. BMY 
outperformed after reporting a decent 
set of earnings, and Cigna, the large 
managed care organization, reported a 
strong set of results on rising medical 
membership and growth in specialty 
pharma. The provider also increased its 
share repurchase authorization, to the 
delight of investors. 

During the quarter, we added to 
Citigroup, a global money center bank 
with leadership positions in corporate 
cash management, fixed income and 
foreign exchange trading, and credit 
cards. Over the past 18 months Citi has 

been reducing its complexity 
by divesting from non-core 
international consumer markets, 
and transactions announced 
thus far have been struck at 
attractive valuations. Alongside 
this process Citi has been 
modernizing its risk and control 
infrastructure. The global lender 
is among the cheapest stocks 
in the portfolio on a normalized 
earnings basis, and management 
has a credible plan to drive a 
higher return on equity over the 
next few years. We also added 
to Gildan Activewear, SS&C 
Technologies, and Booking 
Holdings, all on weakness. 

TOP 10 HOLDINGS PORTFOLIO CHARACTERISTICS

SECTOR WEIGHTS

To fund these purchases, we 
reduced our energy exposure 
by trimming Exxon and Baker 
Hughes on strength, while also 
scaling back AIG and Textron, and 
selling out of Stanley Black & 
Decker.

While the portfolio has 
experienced strong relative 
performance over the past 18 
months, valuation spreads 
remain wide. The portfolio is 
heavily skewed toward financials, 
consumer discretionary, and 
industrials, as valuations remain 
compelling due to ever-growing 
recession fears. ■

PERFORMANCE SUMMARY

0% 10% 20% 30%

Source: Russell 1000® Value, Pzena analysis
*Large Cap universe median; ¹Pzena’s estimate of normal earnings.

Sector weights adjusted for cash - may appear higher than actual. Numbers may not add to 100% due to rounding.

annualized in USD as of June 30, 2022

(See Portfolio Notes on page 23)

See Calendar Year Returns, Portolio Notes/Disclosures and important risk information beginning on pg. 22.
Past Performance is not indicative of future results.
Returns could be reduced, or losses incurred, due to currency fluctuations



PZENA LARGE CAP FOCUSED VALUE (US)

*¹

2Q YTD
One
Year

Three
Year

Five
Year

Ten
Year

Since
Inception

10/1/00

Pzena Large Cap Focused Value 
Composite - Gross -13.1% -10.3% -5.6% 8.0% 6.5% 11.1% 7.3%

Pzena Large Cap Focused Value 
Composite - Net -13.2% -10.4% -5.9% 7.7% 6.1% 10.7% 6.8%

Russell 1000 Value Index -12.2% -12.9% -6.8% 6.9% 7.2% 10.5% 6.9%

Strategy Index
Price to Normal Earnings 7.5x 13.7x
Price / Earnings (1-Year Forecast) 9.6x 13x
Price / Book 1.3x 2.3x
Median Market Cap ($B) $28.3 $10.7
Weighted Average Market Cap ($B) $56.8 $129.8
Active Share 88.7% -
Standard Deviation (5-Year) 25.2% 17.2%
Number of Stocks (model portfolio) 37 859

GENERAL ELECTRIC COMPANY 4.7%
CITIGROUP INC. 4.6%
LEAR CORPORATION 4.3%
AMDOCS LIMITED 4.3%
EDISON INTERNATIONAL 4.0%
WELLS FARGO & COMPANY 3.9%
COGNIZANT TECH SOLUTIONS 3.8%
NRG ENERGY INC. 3.7%
NEWELL BRANDS INC 3.7%
WESTINGHOUSE AIR BRAKE TECH 3.7%
Total 40.7%

Basic Materials 2% 3%
Consumer Discretionary 17% 10%
Consumer Staples 2% 7%
Energy 7% 7%
Financials 29% 19%
Health Care 8% 16%
Industrials 13% 12%
Real Estate 0% 5%
Technology 13% 9%
Telecommunications 0% 5%
Utilities 8% 6%

Strategy Index
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PORTFOLIO STRATEGIES

US equity markets declined by double 
digits this quarter, as the Fed reacted 
to the continued surge in inflation 
by tightening the money supply, 
thereby eliciting fears of an economic 
recession. The Pzena Large Cap Focused 
Value strategy underperformed its 
benchmark, though it outperformed the 
broad Russell 1000 Index. Consumer 
staples was the only sector to deliver 
a positive contribution to absolute 
returns; this was more than offset by 
declines in financials, industrials, and 
consumer discretionary holdings. 

Industrial conglomerate General 
Electric was the largest individual 
detractor; the company continues 
to be plagued by higher costs and 
supply chain issues that are affecting 
its healthcare and renewables 
segments. That said, the turnaround 
in Aviation and Power remains on 
track and we added to our position. IT 
service provider Cognizant Technology 
Solutions also detracted on fears that 
rampant wage inflation and associated 
labor force attrition could cause 
margins to contract. Longer term, 
Cognizant remains poised to benefit 
from the continued uptrend in global IT 
spending. Lastly, dialysis products and 
services provider Fresenius Medical 
Care declined on an unexpected US 
Supreme Court ruling potentially 
impacting the mix of private versus 
government insurance reimbursement. 

Two of our more defensive health 
care-exposed positions—Bristol-Myers 
Squibb (BMY) and McKesson Corp.—
were the strongest contributors. BMY 
outperformed after reporting a decent 
set of earnings, and drug distributor 
McKesson also performed well, as 
management guided to strong earnings 
growth in 2023, benefiting from broad 
strength across its business lines. 
US oil major Exxon Mobil was also 
characteristically strong given the high 
energy price environment. 

During the quarter, we added to 
Citigroup, the portfolio’s largest 
financial holding. Citi is a global money 
center bank with leadership positions 
in corporate cash management, fixed 
income and foreign exchange trading, 
and credit cards. Over the past 18 

months, Citi has been reducing 
its complexity by divesting from 
non-core international consumer 
markets, and transactions 
announced thus far have been 
struck at attractive valuations. 
Alongside this process, Citi 
has been modernizing its risk 
and control infrastructure. The 
global lender is among the 
cheapest stocks in the portfolio 
on a normalized earnings 
basis, and management has a 
credible plan to drive a higher 
return on equity over the next 
few years. We also added to 
Gildan Activewear, Fresenius 
Medical Care, and Capital One 

TOP 10 HOLDINGS PORTFOLIO CHARACTERISTICS

SECTOR WEIGHTS

on weakness. To fund these 
purchases, we reduced our 
energy exposure by trimming 
Exxon, Baker Hughes, and 
Halliburton, each on strength. 

While the portfolio has 
experienced strong relative 
performance over the 
past 18 months, valuation 
spreads remain wide. The 
portfolio is heavily skewed 
toward financials, consumer 
discretionary, and industrials, as 
valuations remain compelling 
due to ever-growing recession 
fears. ■

PERFORMANCE SUMMARY

0% 10% 20% 30%

Source: Russell 1000® Value, Pzena analysis
*Large Cap Universe Median; ¹Pzena’s estimate of normal earnings.

Sector weights adjusted for cash - may appear higher than actual. Numbers may not add to 100% due to rounding.

annualized in USD as of June 30, 2022

(See Portfolio Notes on page 23)

See Calendar Year Returns, Portolio Notes/Disclosures and important risk information beginning on pg. 22.
Past Performance is not indicative of future results.
Returns could be reduced, or losses incurred, due to currency fluctuations



PZENA FOCUSED VALUE (US)

*¹

2Q YTD
One
Year

Three
Year

Five
Year

Ten
Year

Since
Inception

1/1/96

Pzena Focused Value Composite - Gross -13.1% -11.4% -8.2% 6.7% 5.1% 10.6% 9.9%

Pzena Focused Value Composite - Net -13.2% -11.7% -8.7% 6.0% 4.6% 9.9% 9.2%

Russell 1000 Value Index -12.2% -12.9% -6.8% 6.9% 7.2% 10.5% 8.6%

Strategy Index
Price to Normal Earnings 7.3x 13.1x
Price / Earnings (1-Year Forecast) 9.4x 13x
Price / Book 1.3x 2.3x
Median Market Cap ($B) $16.1 $10.7
Weighted Average Market Cap ($B) $45.3 $129.8
Active Share 90.4% -
Standard Deviation (5-Year) 25.6% 17.2%
Number of Stocks (model portfolio) 39 859

CITIGROUP INC. 4.9%
GENERAL ELECTRIC COMPANY 4.5%
LEAR CORPORATION 4.3%
METLIFE INC. 3.8%
GILDAN ACTIVEWEAR INC. 3.8%
EDISON INTERNATIONAL 3.6%
NRG ENERGY INC. 3.6%
AVNET INC. 3.6%
COGNIZANT TECH SOLUTIONS 3.6%
NEWELL BRANDS INC 3.6%
Total 39.3%

Basic Materials 2% 3%
Consumer Discretionary 19% 10%
Consumer Staples 3% 7%
Energy 6% 7%
Financials 27% 19%
Health Care 4% 16%
Industrials 17% 12%
Real Estate 0% 5%
Technology 13% 9%
Telecommunications 0% 5%
Utilities 7% 6%

Strategy Index
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PORTFOLIO STRATEGIES

US equity markets declined by double 
digits this quarter as the Fed reacted 
to the continued surge in inflation by 
tightening the money supply, thereby 
eliciting fears of an economic recession. 
The Pzena Focused Value strategy 
underperformed its benchmark, though 
it outperformed the broad Russell 1000 
Index. Consumer staples was the only 
sector to deliver a positive contribution 
to absolute returns; this was more 
than offset by declines in industrials, 
financials, and consumer discretionary 
holdings. 

Industrial conglomerate General Electric 
was the largest individual detractor; 
the company continues to be plagued 
by higher costs and supply chain 
issues that are affecting its healthcare 
and renewables segments. That said, 
the turnaround in Aviation and Power 
remains on track, and we added to our 
position. IT service provider Cognizant 
Technology Solutions also detracted on 
fears that rampant wage inflation and 
associated labor force attrition could 
cause margins to contract. Longer term, 
Cognizant remains poised to benefit 
from the continued uptrend in global IT 
spending. Lastly, apparel manufacturer 
Gildan Activewear reported strong 
quarterly results with double-digit 
sales growth, but the stock was weak 
on indications that sales growth was 
beginning to decelerate due to macro 
headwinds. 

Two of our more defensive health care-
exposed positions—McKesson Corp. 
and Bristol-Myers Squibb (BMY)—
were the strongest contributors. Drug 
distributor McKesson performed well as 
management guided to strong earnings 
growth in 2023, benefiting from broad 
strength across its business lines. BMY 
outperformed after reporting a decent 
set of earnings, and US oil major 
Exxon Mobil was characteristically 
strong given the high energy price 
environment. 

During the quarter, we added to 
Citigroup, the portfolio’s largest 
financial holding. Citi is a global money 
center bank with leadership positions 
in corporate cash management, FICC 
trading, and credit cards. Over the past 
18 months, Citi has been reducing its 

complexity by divesting from 
non-core international consumer 
markets, and transactions 
announced thus far have been 
struck at attractive valuations. 
Alongside these initiatives, 
Citi has been modernizing its 
risk and control infrastructure. 
The global lender is among the 
cheapest stocks in the portfolio 
on a normalized earnings basis, 
and management has a credible 
plan to drive a higher return 
on equity over the next few 
years. We also added to Gildan 
Activewear on weakness and 
continued to build our position 
in Axalta Coating Systems. 

TOP 10 HOLDINGS PORTFOLIO CHARACTERISTICS
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To fund these purchases, we 
reduced our energy exposure 
by trimming Baker Hughes and 
Halliburton, both on strength, 
as well as trimming AIG and 
Hewlett Packard Enterprises. 

While the portfolio has 
experienced strong relative 
performance versus growth, 
valuation spreads remain wide. 
The portfolio is heavily skewed 
toward financials, consumer 
discretionary, and industrials, as 
valuations remain compelling 
due to ever-growing recession 
fears. ■

PERFORMANCE SUMMARY

0% 10% 20% 30%

Source: Russell 1000® Value, Pzena analysis
*Universe Median of 1000 largest U.S. companies.; 
¹Pzena’s estimate of normal earnings.

Sector weights adjusted for cash - may appear higher than actual. Numbers may not add to 100% due to rounding.

annualized in USD as of June 30, 2022

(See Portfolio Notes on page 23)

See Calendar Year Returns, Portolio Notes/Disclosures and important risk information beginning on pg. 22.
Past Performance is not indicative of future results.
Returns could be reduced, or losses incurred, due to currency fluctuations



PZENA MID CAP FOCUSED VALUE (US)

*¹

2Q YTD
One
Year

Three
Year

Five
Year

Ten
Year

Since
Inception

9/1/98

Pzena Mid Cap Focused Value Composite 
- Gross -13.1% -11.2% -6.4% 11.9% 7.8% 12.3% 12.0%

Pzena Mid Cap Focused Value Composite 
- Net -13.3% -11.5% -7.1% 11.2% 7.1% 11.6% 11.3%

Russell Midcap Value Index -14.7% -16.2% -10.0% 6.7% 6.3% 10.6% 9.7%

Strategy Index
Price to Normal Earnings 7.5x 12.8x
Price / Earnings (1-Year Forecast) 9.2x 12.5x
Price / Book 1.4x 1.9x
Median Market Cap ($B) $7.9 $7.9
Weighted Average Market Cap ($B) $13.4 $18.1
Active Share 94.8% -
Standard Deviation (5-Year) 27.2% 19.7%
Number of Stocks (model portfolio) 36 706

LEAR CORPORATION 4.4%
EDISON INTERNATIONAL 4.0%
AXIS CAPITAL HOLDINGS LIMITED 3.9%
EQUITABLE HOLDINGS INC. 3.6%
NEWELL BRANDS INC 3.6%
GILDAN ACTIVEWEAR INC. 3.2%
AVNET INC. 3.2%
COGNIZANT TECH SOLUTIONS 3.2%
REGIONS FINANCIAL CORP. 3.1%
AMERICAN INTERNATIONAL 3.1%
Total 35.3%

Basic Materials 5% 4%
Consumer Discretionary 17% 13%
Consumer Staples 3% 5%
Energy 6% 5%
Financials 29% 18%
Health Care 6% 7%
Industrials 16% 16%
Real Estate 0% 12%
Technology 10% 8%
Telecommunications 0% 2%
Utilities 7% 10%

Strategy Index
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PORTFOLIO STRATEGIES

Despite value continuing to outpace 
growth this quarter, cheap stocks were 
not immune to the pronounced shift 
in market sentiment, as fears of a 
recession and rampant inflation sent 
markets lower. Our Mid Cap Focused 
Value strategy outperformed both the 
Russell Midcap Value Index and the 
broader Midcap series but finished the 
quarter in the red, with only consumer 
staples contributing positively to 
absolute performance.

Canadian oil sands producer Cenovus 
Energy was the top individual 
contributor by a wide margin, followed 
by pharma distributor McKesson Corp., 
and Reinsurance Group of America. 
Cenovus shares were strong, as 
the company benefited from higher 
commodity prices. We exited the 
position after it reached our estimate 
of fair value. McKesson’s shares were 
up after management guided to strong 
earnings growth for 2023, benefiting 
from broad strength across its business 
lines, while the company continues 
to repurchase shares. Reinsurance 
Group of America (life reinsurance) 
moved higher, as the negative COVID 
mortality impact continues to improve 
on a sequential basis, while new money 
yields are now above roll-off rates in 
the investment portfolio, which should 
bolster investment income going 
forward.

Unsurprisingly, given the market’s 
recession anxieties, the portfolio’s 
cyclical financials, industrials, and 
consumer discretionary holdings 
declined the most. Shares of JELD-
WEN Holding (door and window 
manufacturer) were weak, as strong 
revenue growth was more than offset 
by cost inflation, resulting in an 
earnings miss versus consensus. The 
company continues to take pricing 
action, however, and believes that 
price hikes will outpace inflation in the 
second half of the year. CNO (annuity 
provider and multi-line insurer) traded 
down after unfavorable market impacts 
in conjunction with a few Russian 
bond write-downs hit its RBC ratio, 
effectively reducing its near-term 
capital return prospects. Fresenius 
Medical Care (dialysis products and 
services provider) shares were weak 

on an unexpected US Supreme 
Court ruling potentially 
impacting the mix of private 
versus government insurance 
reimbursement. 

We took advantage of the 
weakness in consumer 
discretionary stocks during the 
quarter to add to our positions 
in t-shirt manufacturer Gildan 
Activewear, Gap Inc., and 
Skechers, while continuing to 
build our position in Axalta 
Coating Systems (automotive 
paint) and SS&C Technologies 
(fund administration software 
and services). We also reduced 

TOP 10 HOLDINGS PORTFOLIO CHARACTERISTICS

SECTOR WEIGHTS

some exposure to energy-
related names on strength to 
help fund these purchases.
Despite the economic 
uncertainty gripping the market, 
the portfolio remains positioned 
in economically sensitive 
and cyclical names that carry 
attractive valuations. Although 
short-term retracements in 
a number of holdings have 
erased some previous gains, we 
believe the current valuations 
are compelling for long-term 
investors, even factoring in a US 
recession. ■

PERFORMANCE SUMMARY

0% 10% 20% 30%

Source: Russell Midcap® Value, Pzena analysis
*Mid Cap universe median; ¹Pzena’s estimate of normal earnings.

Sector weights adjusted for cash - may appear higher than actual. Numbers may not add to 100% due to rounding.

annualized in USD as of June 30, 2022

(See Portfolio Notes on page 23)

See Calendar Year Returns, Portolio Notes/Disclosures and important risk information beginning on pg. 22.
Past Performance is not indicative of future results.
Returns could be reduced, or losses incurred, due to currency fluctuations



PZENA SMALL CAP FOCUSED VALUE (US)

*¹

2Q YTD
One
Year

Three
Year

Five
Year

Ten
Year

Since
Inception

1/1/96

Pzena Small Cap Focused Value 
Composite - Gross -12.5% -14.5% -10.1% 7.7% 6.1% 11.3% 12.5%

Pzena Small Cap Focused Value 
Composite - Net -12.7% -14.9% -11.0% 6.8% 5.1% 10.2% 11.3%

Russell 2000 Value Index -15.3% -17.3% -16.3% 6.2% 4.9% 9.1% 9.0%

Strategy Index
Price to Normal Earnings 7.3x 13.2x
Price / Earnings (1-Year Forecast) 9.4x 9.9x
Price / Book 1.2x 1.2x
Median Market Cap ($B) $2.0 $0.8
Weighted Average Market Cap ($B) $2.6 $2.2
Active Share 97.0% -
Standard Deviation (5-Year) 27.2% 22.5%
Number of Stocks (model portfolio) 44 1,404

STEELCASE INC. CLASS A 3.8%
BELDEN INC. 3.7%
AXIS CAPITAL HOLDINGS LIMITED 3.7%
DANA INCORPORATED 3.4%
CELESTICA INC. 3.1%
AVNET INC. 3.0%
CNO FINANCIAL GROUP INC. 3.0%
ASSOCIATED BANC-CORP 2.9%
OLD NATIONAL BANCORP 2.9%
WEBSTER FINANCIAL CORP. 2.8%
Total 32.3%

Basic Materials 5% 4%
Consumer Discretionary 12% 13%
Consumer Staples 7% 3%
Energy 7% 5%
Financials 29% 28%
Health Care 3% 11%
Industrials 25% 13%
Real Estate 1% 12%
Technology 10% 5%
Telecommunications 0% 1%
Utilities 0% 5%

Strategy Index
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PORTFOLIO STRATEGIES

Inflationary fears and persistent 
concerns that Fed actions will prompt 
an economic recession drove down 
markets this quarter. The consequential 
selling pressure drove declines across 
market caps and styles, but small caps 
continued to underperform their large 
cap peers. Within small caps, value 
stocks performed better than growth 
stocks for the seventh quarter in a row.

Our Small Cap Focused Value portfolio 
outperformed the Russell 2000 Value 
Index, but no sector contributed to 
absolute performance. Oil services 
company NexTier Oilfield Solutions 
was the top contributor on strong 
pricing momentum, as the company 
and industry deployed more frac 
fleets throughout this recent period 
of elevated energy prices. High-end 
server manufacturer Super Micro also 
performed well on strong demand for 
its servers and positive incremental 
margins. Tobacco leaf merchant 
Universal Corp. traded up given the 
auspicious tobacco supply/demand 
backdrop and the stock’s defensive 
nature, which includes a 5% dividend 
yield.

The sectors that detracted most are 
inherently cyclical in nature: industrials, 
financials, and consumer discretionary. 
The biggest individual detractor was 
life insurer CNO Financial, which traded 
down after unfavorable market impacts 
in conjunction with a few Russian 
bond write-downs hit its RBC ratio, 
effectively reducing its near-term capital 
return prospects. Door and window 
manufacturer JELD-WEN also declined 
as cost inflation offset revenue growth, 
while slower backlog conversion 
combined with an unfavorable mix 
led to weaker margins. Shares of 
regional bank Webster Financial sold 
off, as economic uncertainty negatively 
impacted the sector. Webster also 
closed on its merger with Sterling 
Bank, which we believe makes strategic 
sense.

We initiated a position in GMS, a 
leading distributor of wallboard, ceiling 
systems, and other interior building 
products. GMS has been rolling up the 
industry and using its scale to purchase 
wallboard at relative discounts. GMS 

is currently benefiting from 
elevated pricing, but even 
when that normalizes, the stock 
is trading at a discount to its 
earnings potential. We added to 
our position in Gap Inc., as the 
company’s execution issues and 
supply chain disruptions have 
depressed near-term earnings, 
presenting an attractive 
valuation on the stock. We 
also increased our positions in 
regional bank WSFS and office 
furniture company Steelcase. 
We funded these purchases 
by selling out of regional bank 
Huntington Bancshares and oil 
producer Murphy Oil, and by 

TOP 10 HOLDINGS PORTFOLIO CHARACTERISTICS

SECTOR WEIGHTS

trimming NexTier and chemical 
company Olin Corp. 

Both small caps and value 
stocks remain quite attractive 
given current valuation spreads, 
but the relative outperformance 
of value over growth has 
narrowed those spreads 
somewhat. We continue to 
diligently research companies 
that are underappreciated by 
the market, and we are currently 
seeing a range of opportunities, 
especially from companies 
whose share prices have been 
punished by the impact of a 
potential recession. ■

PERFORMANCE SUMMARY

0% 10% 20% 30%

Source: Russell 2000® Value, Pzena analysis
*Small Cap universe median; ¹Pzena’s estimate of normal earnings.

Sector weights adjusted for cash - may appear higher than actual. Numbers may not add to 100% due to rounding.

annualized in USD as of June 30, 2022

(See Portfolio Notes on page 23)

See Calendar Year Returns, Portolio Notes/Disclosures and important risk information beginning on pg. 22.
Past Performance is not indicative of future results.
Returns could be reduced, or losses incurred, due to currency fluctuations
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2017 2018 2019 2020 2021

Global Value - Gross 24.1% -14.6% 22.9% 4.4% 20.6%

Global Value - Net 23.7% -15.0% 22.4% 4.1% 20.1%

MSCI World Index 22.4% -8.7% 27.7% 15.9% 21.8%

MSCI World Value Index 17.1% -10.8% 21.7% -1.2% 21.9%

GLOBAL VALUE

2017 2018 2019 2020 2021

Global Focused Value - Gross 25.1% -16.8% 23.6% 3.7% 20.2%

Global Focused Value - Net 24.4% -17.2% 23.0% 3.2% 19.7%

MSCI ACWI Index 24.0% -9.4% 26.6% 16.3% 18.5%

MSCI ACWI Value Index 18.3% -10.8% 20.6% -0.3% 19.6%

GLOBAL FOCUSED VALUE

2017 2018 2019 2020 2021

International Focused Value - Gross 27.8% -15.5% 18.5% 5.7% 13.2%

International Focused Value - Net 27.1% -15.9% 17.9% 5.1% 12.6%

MSCI ACWI ex USA Index 27.2% -14.2% 21.5% 10.7% 7.8%

MSCI ACWI ex USA Value Index 22.7% -14.0% 15.7% -0.8% 10.5%

INTERNATIONAL FOCUSED VALUE

2017 2018 2019 2020 2021

International Value - Gross 25.5% -15.4% 18.1% 5.8% 12.9%

International Value - Net 25.1% -15.7% 17.7% 5.4% 12.6%

MSCI EAFE Index 25.0% -13.8% 22.0% 7.8% 11.3%

MSCI EAFE Value Index 21.4% -14.8% 16.1% -2.6% 10.9%

INTERNATIONAL VALUE

2017 2018 2019 2020 2021

Focused Value - Gross 17.0% -20.1% 26.9% -0.1% 27.2%

Focused Value - Net 16.4% -20.4% 26.2% -0.8% 26.5%

Russell 1000® Value 13.7% -8.3% 26.5% 2.8% 25.2%

FOCUSED VALUE

2017 2018 2019 2020 2021

Mid Cap Focused Value - Gross 15.8% -20.9% 29.6% 7.8% 32.9%

Mid Cap Focused Value - Net 15.1% -21.4% 28.8% 7.1% 32.0%

Russell Midcap® Value 13.3% -12.3% 27.1% 5.0% 28.3%

MID CAP FOCUSED VALUE

2017 2018 2019 2020 2021

EM Focused Value - Gross 31.7% -9.2% 13.4% 10.0% 7.5%

EM Focused Value - Net 30.8% -9.9% 12.6% 9.2% 6.7%

MSCI Emerging Markets Index 37.3% -14.6% 18.4% 18.3% -2.5%

MSCI Emerging Markets Value Index 28.1% -10.7% 11.9% 5.5% 4.0%

EMERGING MARKETS FOCUSED VALUE

2017 2018 2019 2020 2021

European Focused Value - Gross 30.1% -20.3% 17.4% 0.3% 17.2%

European Focused Value - Net 29.6% -20.6% 16.9% -0.2% 16.8%

MSCI Europe Index 25.5% -14.9% 23.8% 5.4% 16.3%

MSCI Europe Value Index 23.3% -15.9% 17.4% -5.1% 13.2%

EUROPEAN FOCUSED VALUE

2017 2018 2019 2020 2021

Small Cap Focused Value - Gross 4.8% -13.1% 26.7% 1.4% 30.5%

Small Cap Focused Value - Net 3.8% -14.0% 25.5% 0.5% 29.4%

Russell 2000® Value 7.8% -12.9% 22.4% 4.6% 28.3%

SMALL CAP FOCUSED VALUE

Calendar Year Returns FIGURES IN USD

2017 2018 2019 2020 2021

Large Cap Focused Value - Gross 18.2% -16.2% 26.5% -1.5% 30.2%

Large Cap Focused Value - Net 17.8% -16.5% 26.0% -1.8% 29.8%

Russell 1000® Value 13.7% -8.3% 26.5% 2.8% 25.2%

LARGE CAP FOCUSED VALUE

2017 2018 2019 2020 2021

Large Cap Value - Gross 17.9% -13.4% 26.0% -1.4% 29.5%

Large Cap Value - Net 17.7% -13.6% 25.8% -1.5% 29.4%

Russell 1000® Value 13.7% -8.3% 26.5% 2.8% 25.2%

LARGE CAP VALUE

See Portfolio Notes/Disclosures and important risk information beginning 
on the following page.

Past Performance is not indicative of future results.

Returns could be reduced, or losses incurred, due to currency fluctuation.
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PORTFOLIO NOTES
The specific portfolio securities discussed in the portfolio strategy sections, 
Global Research Review, and ESG section of this report were selected for 
inclusion based on their ability to help you understand our investment 
process and not based on performance. They do not represent all of the 
securities purchased or sold or recommended for our client accounts 
during the quarter, and it should not be assumed that investments in such 
securities were or will be profitable. The portfolio security discussed in the 
Highlighted Holding section of this report (Trip.com Group) was held in our 
Emerging Markets Focused Value, International Focused Value, and other 
strategies during the second quarter of 2022 and (Booking Holdings) was 
held in our Focused Value, Large Cap Value, Large Cap Focused Value, and 
other strategies during the second quarter of 2022.  These securities were 
selected to illustrate our research process and not based on performance. 
Top 10 holdings for our strategies have been derived from the strategy’s 
composite. Holdings will vary among client accounts as a result of different 
product strategies having been selected thereby. Holdings also may vary 
among client accounts as a result of opening dates, cash flows, tax strategies, 
etc. There is no assurance that any securities discussed herein remain in your 
portfolio at the time you receive this report or that securities sold have not 
been repurchased. The securities discussed do not represent an account’s 
entire portfolio and, in the aggregate, may represent only a small percentage 
of an account’s portfolio holdings.

The contents of this document are for informational purposes only, 
and highlight certain investment strategies that Pzena Investment 
Management, LLC (“PIM”) manages. It does not constitute an offer to sell, or 
a solicitation of an offer to buy, any strategy referenced herein.

DISCLOSURES
Past performance is no guarantee of future results, and the past performance 
of any accounts or commingled funds managed by PIM should not be 
considered indicative of the future performance of any accounts or 
commingled funds managed by PIM. Investment return and principal value 
of an investment will fluctuate over time. The performance information 
provided is historical in nature. The performance information presented for 
each investment strategy represents composite performance of separately-
managed accounts and/or commingled funds (depending on the particular 
investment strategy presented).

London Stock Exchange Group plc and its group undertakings (collectively, 
the “LSE Group”). ©LSE Group 2022. FTSE Russell is a trading name of 
certain of the LSE Group companies. Russell® is a trade mark of the relevant 
LSE Group companies and is used by any other LSE Group company under 
license. All rights in the FTSE Russell indexes or data vest in the relevant 
LSE Group company which owns the index or the data. Neither LSE Group 
nor its licensors accept any liability for any errors or omissions in the 
indexes or data and no party may rely on any indexes or data contained 
in this communication. No further distribution of data from the LSE Group 
is permitted without the relevant LSE Group company’s express written 
consent. The LSE Group does not promote, sponsor or endorse the content of 
this communication.

The Global Industry Classification Standard (“GICS”) was developed by 
and is the exclusive property and a service mark of MSCI Inc. (“MSCI”) and 
Standard & Poor’s, a division of The McGraw-Hill Companies, Inc. 
(“S&P”) and is licensed for use by Pzena Investment Management, LLC 
(“PIM”). Neither MSCI, S&P nor any third party involved in making or 
compiling the GICS or any GICS classifications makes any express or implied 
warranties or representations with respect to such standard or classification 
(or the results to be obtained by the use thereof), and all such parties hereby 
expressly disclaim all warranties of originality, accuracy, completeness, 
merchantability and fitness for a particular purpose with respect to any of 
such standard or classification. Without limiting any of the foregoing, in no 
event shall MSCI, S&P, and of their affiliates or any third party involved in 
making or compiling the GICS or any GICS classifications 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.

The S&P 500® is a registered trademark of Standard & Poor’s, a division 
of The McGraw Hill Companies, Inc., which is the owner of all copyrights 
relating to this index and the source of the performance statistics of this 
index that are referred to herein.

The MSCI information may only be used for your internal use, may not be 
reproduced or redisseminated in any form and may not be used as a basis for 
or a component of any financial instruments or products or indices. 

None of the MSCI information is intended to constitute investment advice or 
a recommendation to make (or refrain from making) any kind of investment 
decision and may not be relied on as such. Historical data and analysis 
should not be taken as an indication or guarantee of any future performance 
analysis, forecast or prediction. The MSCI information is provided on an 
“as is” basis and the user of this information assumes the entire risk of any 
use made of this information. MSCI, each of its affiliates and each other 
person involved in or related to compiling, computing or creating any MSCI 
information (collectively, the MSCI Parties) expressly disclaims all warranties 
(including, without limitation, any warranties of originality, accuracy, 
completeness, timeliness, non-infringement, merchantability and fitness for 
a particular purpose) with respect to this information. Without limiting any 
of the foregoing, in no event shall any MSCI party have any liability for any 
direct, indirect, special, incidental, punitive, consequential (including, without 
limitation, lost profits) or any other damages.

Benchmarks are used for comparative purposes only.  The Russell and MSCI 
indices cannot be invested in directly. The Pzena strategies are significantly 
more concentrated in their holdings and have different sector/ regional 
weights than their respective benchmarks. Accordingly, the performance of 
the Pzena Composites will be different from, and at times more volatile, than 
that of the indices.

The Russell 1000® Value Index measures the performance of the large-cap 
value segment of the US equity universe. It includes those Russell 1000® 
companies with lower price-to-book ratios and lower expected growth 
values. The Russell 1000® Growth Index measures the performance of the 
large-cap growth segment of the US equity universe. It includes those Russell 
1000® companies with higher price-to-book ratios and higher forecasted 
growth values. The Russell 2000® Value Index measures the performance of 
small-cap value segment of the US equity universe. It includes those Russell 
2000® companies with lower price-to-book ratios and lower forecasted 
growth values. The Russell Midcap® Value Index measures the performance 
of the midcap value segment of the US equity universe. It includes those 
Russell Midcap® Index companies with lower price-to-book ratios and lower 
forecasted growth values.

The MSCI World Index is a free float-adjusted market capitalization index that 
is designed to measure developed market equity performance and provides 
equity returns including dividends net of withholding tax rates as calculated 
by MSCI. The MSCI All Country World Index (ACWI) is a free float-adjusted 
market capitalization index that is designed to measure developed and 
emerging market equity performance and provides equity returns including 
dividends net of withholding tax rates as calculated by MSCI. The MSCI EAFE 
Index is a free float-adjusted market capitalization index that is designed 
to measure developed market equity performance, excluding the U.S. and 
Canada, and provides equity returns including dividends net of withholding 
tax rates as calculated by MSCI. The MSCI ACWI ex USA Index is a free float-
adjusted market capitalization index that is designed to measure developed 
and emerging market equity performance, excluding the U.S., and provides 
equity returns including dividends net of withholding tax rates as calculated 
by MSCI. The MSCI Emerging Markets Index is a free float-adjusted market 
capitalization index that is designed to measure equity market performance 
of emerging markets, and provides equity returns including dividends net of 
withholding tax rates as calculated by MSCI. The MSCI Europe Index is a free 
float-adjusted market capitalization index that is designed to measure the 
equity market performance of the developed markets in Europe, and provides 
equity returns including dividends net of withholding tax rates as calculated 

Portfolio Notes / Disclosures
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by MSCI.

The MSCI World Value Index, MSCI ACWI Value Index, MSCI EAFE Value Index, 
MSCI ACWI ex USA Value Index, MSCI Emerging Markets Value Index, and 
MSCI Europe Value Index are constructed from their respective parent index. 
The value investment style characteristics for index construction are defined 
using three variables: book value to price, 12-month forward earnings to 
price, and dividend yield.

FURTHER INFORMATION
These presentation materials are intended for the exclusive purpose 
of evaluating the investment advisory services of Pzena Investment 
Management, LLC. Pzena Investment Management, LLC is located at 320 Park 
Avenue, 8th Floor, New York, NY 10022 and is a registered investment adviser 
registered with the United States Securities and Exchange Commission. Any 
other use is strictly prohibited.

This document does not constitute an offer to sell, or a solicitation of an offer 
to buy, securities or investment advisory services in any jurisdiction where 
such an offer or solicitation is against the law, or to anyone to whom it is 
unlawful to make such an offer or solicitation, or if the person making the 
offer or solicitation is not qualified to do so. The information contained herein 
is general in nature and does not constitute legal, tax, or investment advice. 
Prospective investors are encouraged to consult their own professional 
advisers as to the implications of making an investment in any securities or 
investment advisory services.

ADDITIONAL INFORMATION FOR UK INVESTORS:
This marketing material is issued by Pzena Investment Management, Limited 
(“PIM UK”). PIM UK is a limited company registered in England and  Wales 
with registered number 09380422, and its registered office is at 34-37 
Liverpool Street, London EC2M 7PP, United Kingdom. PIM UK is an appointed 
representative of Mirabella  Advisers LLP, which is authorised and regulated 
by the Financial Conduct  Authority.

The Pzena documents are only made available to professional clients and 
eligible counterparties as defined by the FCA. Past performance is not 
indicative of future results. The value of your investment may go down as 
well as up, and you may not receive upon redemption the full amount of your 
original investment. The views and statements contained herein are those of 
Pzena Investment Management and are based on internal research.

ADDITIONAL INFORMATION FOR EU INVESTORS:
This marketing communication is issued by Pzena Investment Management 
Europe Limited (“PIM Europe”). PIM Europe (No. C457984) is authorised and 
regulated by the Central Bank of Ireland as a UCITS management company 

(pursuant to the European Communities (Undertakings for Collective 
Investment in Transferable Securities) Regulations, 2011, as amended).  PIM 
Europe is registered in Ireland with the Companies Registration Office (No. 
699811), with its registered office at Riverside One, Sir John Rogerson’s 
Quay, Dublin, 2, Ireland.  Past performance is not indicative of future results. 
The value of your investment may go down as well as up, and you may 
not receive upon redemption the full amount of your original investment. 
The views and statements contained herein are those of Pzena Investment 
Management and are based on internal research.

FOR AUSTRALIA AND NEW ZEALAND INVESTORS ONLY:
This document has been prepared and issued by Pzena Investment 
Management, LLC (ARBN 108 743 415), a limited liability company (“Pzena”). 

Pzena is regulated by the Securities and Exchange Commission (SEC) under 
U.S. laws, which differ from Australian laws. Pzena is exempt from the 
requirement to hold an Australian financial services license in Australia in 
accordance with ASIC Corporations (Repeal and Transitional) Instrument 
2016/396. Pzena offers financial services in Australia to ‘wholesale clients’ 
only pursuant to that exemption. This document is not intended to be 
distributed or passed on, directly or indirectly, to any other class of persons 
in Australia.

In New Zealand, any offer is limited to ‘wholesale investors’ within the 
meaning of clause 3(2) of Schedule 1 of the Financial Markets Conduct Act 
2013 (‘FMCA’). This document is not to be treated as an offer, and is not 
capable of acceptance by, any person in New Zealand who is not a Wholesale 
Investor.

FOR JERSEY INVESTORS ONLY:
Consent under the Control of Borrowing (Jersey) Order 1958 (the “COBO” 
Order) has not been obtained for the circulation of this document. 
Accordingly, the offer that is the subject of this document may only 
be made in Jersey where the offer is valid in the United Kingdom or 
Guernsey and is circulated in Jersey only to persons similar to those to 
whom, and in a manner similar to that in which, it is for the time being 
circulated in the United Kingdom, or Guernsey, as the case may be. 
The directors may, but are not obliged to, apply for such consent in the 
future. The services and/or products discussed herein are only suitable for 
sophisticated investors who understand the risks involved. Neither Pzena 
Investment Management, Ltd.  nor Pzena Investment Management, LLC 
nor the activities of any functionary with regard to either Pzena Investment 
Management, Ltd. or Pzena Investment Management, LLC are subject to the 
provisions of the Financial Services (Jersey) Law 1998.

FOR SOUTH AFRICAN INVESTORS ONLY:
Pzena Investment Management, LLC is an authorised financial services 
provider licensed by the South African Financial Sector Conduct Authority 
(licence nr: 49029).

Portfolio / Performance Notes CONT. 
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