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A Look Back at the
deas Presented at
Nnsigneo’s Regional
Conference Equity
Markets Panel

A bias to quality, a focus on relative valuation discrepancies, and a
long-term investment perspective were some of the ideas echoed
by the members of the panel.
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A Look Back at the Ideas
Presented at Insigneo’s
Regional Conference Equity
Markets Panel

This week we visited our colleagues from the
Southern Cone, during our Insigneo Regional
Conference held in beautiful Colonia, Uruguay. Our

conference included various panels across multiple
disciplines, including private equity, fixed income,

and public equity investments. | had the pleasure

By Mauricio Viaud of moderating the public equity panel and thought |

PM and Senior Investment Strategist would share some of the market views and

Insigneo investment ideas presented by our panelists, which
included portfolio management teams from
Morgan Stanley, Natixis, Neuberger Berman,

Ninety-One, and Virtus.

We are all aware that uncertainty surrounding
interest rates and the possibility of recession are
creating a lot of noise in the equity markets. As
such, it should come as no surprise that portfolio
positioning going into 2024 was a topic of
conversation. The main takeaways can be
summarized by three general ideas: quality bias,
valuation, and long-term horizons. The vast
majority of the managers on the panel, including
ourselves, have a strong preference for companies
that exhibit quality characteristics. Traits such as
high cash flow generation, low leverage, strong
operating margins, and meaningfully competitive
advantages, or “moats”, were the topic of
conversation. Companies with these traits are
more likely to endure an earnings recession or
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other uncertainties currently plaguing the markets.
Enhancing this positioning was a tilt towards long-
term horizons. This idea was enforced by the
selection of companies with long-term earnings
growth themes, trading at historically low valuation
multiples. The premise of avoiding stocks with
extended relative valuations was also consistently
echoed throughout the panel.

This idea evolved into another topic of
conversation which involved a discussion of risks
currently being faced by the market, mainly the
question “What risks keep you up at night?”
Responses to this question revolved around the
idea of high market expectations reflected in
premium valuations, as companies that fail to meet
the lofty expectations implied by their valuation
multiples could be heavily penalized by the market.
A strategy proposed to mitigate this risk involved
purchasing companies with quality traits and low
valuations. This strategy appeared to be
implemented in different ways depending on the
manager’s particular investment mandate;
however, all participants shared this common view.

Interestingly, the need for active equity
management, rather than attaining exposure to the
public equity sector through passive indexing
products, was echoed throughout the panel
participants. It would be logical to think that a
mutual fund manager with an active equity
mandate would endorse this idea, as it would
promote the need to purchase equity mutual
funds. However, if we dig deeper, this idea does
make sense given the current market environment.
An investor purchasing passive equity strategies
such as the SPDR S&P 500 ETF (SPY) would
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purchase the S&P 500 Index with its current sector
weights. This strategy, however, would expose an
investor to historically high allocations to the
Technology, Communications, and Consumer
Discretionary sectors, sectors that contains stocks
with P/E valuations trading at the high end of their
respective historical ranges. On the other hand,
attaining exposure to the markets through an
active equity manager does provide investors with
the possibility of achieving the appropriate
exposure through companies that might present
attractive investment opportunities at more
compelling valuations.

In addition to providing high-level views of the
markets, participants in the panel also provided
investment ideas through which to express these
views. A number of panelists recommended
exposures to different industries such as medical
equipment, pharmaceuticals, supermarkets, as well
as energy transition themes. However, individual
equity recommendations were also provided.
Traditional companies like Microsoft Corp. (MSFT)
and Johnson and Johnson (JNJ) were mentioned
due to their quality-oriented traits. However,
construction material provider CRH PLC (CRH),
medical equipment manufacturer Danaher Corp.
(DHR), and semiconductor manufacturer ASML
Holding NV (ASML) also made the list, as these all
represent high quality franchises trading at
relatively discounted valuations. A final, longer term
idea encompassing exposure to the high-quality
small cap space was also espoused, as these
equities currently trade at significant, multi-year
discounts to their large cap counterparts and
should benefit from an eventual recovery of the
business cycle.
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Much like companies such as Walt Disney (DIS)
and Verizon Communications (VZ) that we believe
represent quality franchises trading at discounted
valuations, the panel focused on the same
premises of quality and valuation that we currently
find attractive. We all believe that these types of
companies have a higher probability of soundly
navigating through uncertain equity market
environments. Given the number of question marks
currently surrounding the economy and markets,
we believe that sometimes prudence can be the
better part of valor.

8]0 [m

Click or scan this code to access more
insights at insigneo.com/insights

- Page 3 of 4-


https://insigneo.com/insights

Important Legal Disclaimer

Insigneo Financial Group, LLC comprises a number of operating
businesses engaged in the offering of brokerage and advisory
products and services in various jurisdictions, principally in Latin
America. Brokerage products and services are offered through
Insigneo International Financial Services, LLC, headquartered in Puerto
Rico, and through Insigneo Securities, LLC, headquartered in Miami.
Both are members of the Financial Industry Regulatory Authority
(FINRA) and Securities Investors Protection Corporation (SIPC).
Investment advisory products and services are offered through
Insigneo Advisory Services, LLC, an investment adviser registered with
the Securities and Exchange Commission. In Uruguay, advisory
services are offered through Insigneo International Asesores de
Inversion Uruguay, SA, Insigneo Asesores de Inversion Latam, SRL, and
Insigneo Asesores de Inversion de Uruguay, SRL, in Argentina through
Insigneo Argentina, SAU, and in Chile through Insigneo Asesorias
Financieras, SPA. Collectively, these eight operating businesses make
up the Insigneo Financial Group. To learn more about the Broker
Dealers including their conflicts of interest and compensation
practices, please go to https://insigneo.com/disclosures/ or via
www.finra.org. To learn about Insigneo Advisory Services, LLC and any
conflicts related to its advisory services, please see its Form ADV and
brochure which can be found at Investment Advisor Public Disclosure
website https://adviserinfo.sec.gov/

FOR AFFILIATES LOCATED IN CHILE

Insigneo Asesorias Financieras SPA se encuentra inscrito en Chile, en
el Registro de Asesores de Inversion de la Comisién para el Mercado
Financiero. Este informe fue efectuado por drea de Research &
Strategy de Insigneo Securities LLC. o sus proveedores, en base a la
informacion disponible a la fecha de emisidon de este. Para evitar
cualquier conflicto de interés, Insigneo Securities LLC dispone que
ningun integrante del equipo de Research & Strategy tenga su
remuneracion asociada directa o indirectamente con una
recomendacion o reporte especifico o con el resultado de una cartera.

Aunque los antecedentes sobre los cuales ha sido elaborado este
informe fueron obtenidos de fuentes consideradas confiables, no
podemos garantizar la completa exactitud e integridad de estos, no
asumiendo responsabilidad alguna al respecto Insigneo Securities LLC,
Insigneo Asesorias Financieras SPA ni ninguna de sus empresas
relacionadas.

Este material esta destinado Unicamente a facilitar el debate general y
no pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o
con su asesor financiero si alguna de las recomendaciones especificas
que se hacen en este documento es adecuada para usted. Este
documento no constituye una oferta o solicitud de compra o venta de
ningun valor en ninguna jurisdiccién en la que dicha oferta o solicitud
no esté autorizada o a ninguna persona a la que sea ilegal hacer dicha
oferta o solicitud. Las inversiones en cuentas de corretaje y de
asesoramiento de inversiones estan sujetas al riesgo de mercado,
incluida la pérdida de capital.

La informacion base del presente informe puede sufrir cambios, no
teniendo Insigneo Securities LLC ni Insigneo Asesorias Financieras SPA
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la obligaciéon de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios. Cualquier opinion,
expresion, estimacion y/o recomendaciéon contenida en este informe
constituyen el juicio o vision de area de Research & Strategy de
Insigneo Securities LLC. o sus proveedores, a la fecha de su
publicacion y pueden ser modificadas sin previo aviso.

FOR AFFILIATES LOCATED IN URUGUAY

En Uruguay, los valores estan siendo ofrecidos en forma privada de
acuerdo al articulo 2 de la ley 18.627 y sus modificaciones. Los valores
no han sido ni seran registrados ante el Banco Central del Uruguay para
oferta publica.

FOR AFFILIATES LOCATED IN ARGENTINA

Insigneo Argentina S.A.U. Agente Asesor Global de Inversiéon se
encuentra registrado bajo el N° 10563 de la Comisidn Nacional de
Valores (CNV) e inscripto ante la Inspeccién General de Justicia (IGJ)
bajo el N° 12.278 del Libro 90, Tomo -, de Sociedades por Acciones.
Este informe fue efectuado por area de Research & Strategy de
Insigneo Securities LLC. o sus proveedores, en base a la informacion
disponible a la fecha de su emisién. Para evitar cualquier conflicto de
interés, Insigneo Securities LLC dispone que ningun integrante del
equipo de Research & Strategy tenga su remuneracion asociada
directa o indirectamente con una recomendacion o reporte especifico
o con el resultado de una cartera. Aunque los antecedentes sobre los
cuales ha sido elaborado este informe fueron obtenidos de fuentes
consideradas confiables, no podemos garantizar la completa exactitud
e integridad de estos, no asumiendo responsabilidad alguna al
respecto Insigneo Securities LLC, Insigneo Argentina S.A.U. ni ninguna
de sus empresas relacionadas. La informacion base del presente
informe puede sufrir cambios, no teniendo Insigneo Argentina S.A.U. la
obligacion de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios.

Este material esta destinado Uunicamente a facilitar el debate general
y no pretende ser fuente de ninguna recomendacion especifica para
una persona concreta. Por favor, consulte con su ejecutivo de
cuentas o con su asesor financiero si alguna de las recomendaciones
especificas que se hacen en este documento es adecuada para
usted. Este documento no constituye una oferta, recomendacion o
solicitud de compra o venta de ningun valor negociable en ninguna
jurisdiccion en la que dicha oferta o solicitud no esté autorizada o a
ninguna persona a la que sea ilegal hacer dicha oferta o solicitud. Las
inversiones en valores negociables estan sujetas al riesgo de
mercado, incluida la pérdida parcial o total del capital invertido.
Cualquier opinién, expresion, estimacion y/o recomendacion
contenida en este informe constituyen el juicio o visidn de area de
Research & Strategy de Insigneo Securities LLC. o sus proveedores, a
la fecha de su publicacién y pueden ser modificadas sin previo aviso.



