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Dear fellow investors, colleagues, and friends, 

I hope you are having a fruitful start to the year and that your families are healthy and thriving. The 
latest episode of the trade wars, instigated by Donald Trump on 2nd April, has been fresh in our minds 
over the last month. Although we leave the second-guessing to others, our base case scenario is now 
for a period of economic disruption. We feel that the probability of supply chain disturbance, inflation 
and demand destruction have increased. Against this backdrop, pricing power and non-deferrable 
demand should provide some protection to Global Focus investors. We have been busy recalibrating 
our bear case free cash flow scenarios for each of our deferrable demand investments. Our aerospace 
companies sit in this bucket and are Global Focus's main exposure to cross-border commerce through 
our ownership of GE, Safran and Melrose.1 Long-term growth for air travel, monopoly-esque positions, 
switching costs and pricing power contribute to our view that aftermarket exposed aerospace 
companies are some of the highest quality business models available to global investors. Despite these 
attractions, spare parts and servicing demand is ultimately driven by air traffic which is economically 
sensitive. Aerospace supply chains are also cross-border in nature. Airframers and engine original 
equipment manufacturers (OEMs) typically outsource 70% of their content with the industry 
ecosystem consisting of 17k suppliers globally.2 Reconfiguring this spider’s web will be no mean feat. 
In the face of this logistical complexity, our companies are managing through the turbulence. Melrose 
is expecting to offset direct tariff costs with contractual terms and rerouting. Elsewhere, GE and Safran 
management are confident of passing on residual tariff costs to customers through surcharges – a 
reflection of their dominant positions in the industry. We remain vigilant as to how future episodes of 
the trade wars could impact our companies’ compounding engines.  

Porridge Capital                      

Despite four months being a nonsensical timeframe for the long-term investor, Global Focus has 
outperformed its benchmark, the MSCI World Index net return, in 2025 year-to-date. As we have 
mentioned before, with only 10-15 investments the short-term performance of Global Focus can be 
lumpier than overcooked porridge.3  Hopefully the lumpiness is explainable by our focus on all the 
ingredients of net present value. A swing in investor sentiment or unforeseen events could easily result 
in a year of relative underperformance or an absolute return that falls short of our long-term 
underwriting target. 4  

 

 
1 Combined 15.6% weight in the portfolio.  
2 Source: Boeing company reports as of March 2020 representing the most recent data available. 
3 Oatmeal for American readers! 
4 Global Focus underperformed on a relative basis in 2021 and produced a negative absolute return in 2022.  
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Cumulative Performance Summary: Growth of $10,000 
Global Focus Composite net of fees vs MSCI World Index net return  

from 1 September 2017 to 30 April 2025

 

Annualised Performance Summary 
Global Focus Composite vs MSCI World Index net return (%)  

from 1 September 2017 to 30 April 2025 
 

 
 
 

Source: FactSet, as of 30 April 2025. Returns greater than one year are annualized.  
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Source: Brown Advisory, as of 1 May 2025. 

Our belief is that equity markets are inefficient over short time periods but more efficient over longer 
time periods. In addition, despite being judged on a relative basis, we are primarily absolute return 
investors. We target dominant business models that we believe can double their capital over five years 
and triple it over eight years, which equates to a mid-teens internal rate of return (IRR). As the events 
of 2025 have demonstrated, equity markets don't produce linear returns. If we succeed in delivering 
+15% IRRs, this should result in relative long-term outperformance.5 Unfortunately, there is no Global 
Focus sieve to strain out the lumps and the strategy isn't suitable for investors with annual time 
horizons. During periods of uncertainty, we return to the below chart from our 2023 Annual Review. 

 

 

 

 

 

 

In the short-term stock market asylum, price and value frequently diverge.6 Volatility and dislocation 
are prices of admission for equity investors – a cost that is well worth paying for a calmer and more 
profitable future. Our focus on dominant business models, tight probabilities and a scenario-based IRR 
framework should hopefully get the odds of price and value converging over time working in favour of 

 
5 The MSCI World Index has produced 8.46% annualised returns since inception (31/12/1987 to 30/04/2025). A 15% 
IRR would imply outperformance against this benchmark. Source: MSCI.  
6 Even for dominant business models. 

Dominant Business Models:  
Equity Price Volatility > Intrinsic Value Volatility 
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our partners. Future IRR should be a reflection of future alpha and conservative underwriting, 
rigorously implemented through capital allocation, is everything. As share prices oscillate, like the line 
in the above chart, evergreen paranoia, scenario analysis and patiently waiting for opportunities 
consume much of our time.  

Pinball Wizardry 

'Modern Utilities' is one analogy that we have used to describe the dominant business models that we 
look to invest in. It should be very difficult for the participants in our companies’ industries not to do 
business with them. However, unlike classic utilities our companies don’t typically see their returns on 
invested capital (ROIC) being neutered by regulators and their customers also see substantial value in 
the goods and services provided. Improving returns on capital and customer satisfaction is where we 
believe our companies differ from classic utilities.7  In a similar vein, these businesses operate the 
corporate equivalent of a pinball table. Customers play in their markets but ultimately Global Focus 
companies should be able to tilt their industry table so that economic gravity always brings value to 
them. This was perhaps most pertinent during our previous investment Rentokil's 2024 annual update 
to investors. In February the company performed a volte-face on its North America branch strategy 
and conceded that there is a correlation between the number of branches and organic growth. The 
main reason Rentokil management gave for the U-turn is that it's easier to stimulate organic sales leads 
through Google Search with more branches. Although we are paranoid about the trajectory of 
Alphabet's moats in an AI-enabled world, we feel that the company’s pinball table remains tilted for 
now. 8 We are hopeful that we can find more gravitationally advantaged modern utilities when the IRR 
stars align. Trade war casualties could create such opportunities.9  

Melrose  

Towards the end of January, we made a new investment in aerospace component manufacturer 
Melrose. With content on 90% of the world's major aircraft and civil engine equity positions that 
account for +70% of global flight hours10, Melrose typifies our conception of the modern utility.11 It's 
hard for most airlines to avoid paying royalties to Melrose. In addition, the company has many of the 
attractive characteristics of other aerospace investments – monopoly-esque positions with 70% 
products being sole-sourced12, high switching costs and the majority of its economics coming from the 
engine aftermarket which enjoys above inflation pricing. From an investment perspective we were able 
to buy Melrose when it hit our mid-teens five-year base IRR target due to two advantages that we look 
to exploit for our investors: reputational arbitrage and time-based arbitrage. Until May 2023, Melrose 
was an industrial holding company that recycled its assets under a buy, improve, sell playbook. 
Following the spinoff of the industrial assets, Dowlais, the company has transitioned to being an 

 
7 ROIIC > ROIC. 
8 According to company reports, as of October 2024, representing the most recent data available, Alphabet had 
seven products with +2bn monthly active users (MAUs) – all of which use the Gemini AI model. Alphabet’s surface 
area is frequently overlooked in discussions about the future of Google Search. 
9 Both perceived or real.  
10 Source: Company reports, May 2025.  
11 Both narrow and widebody. 
12 Source: Company reports, May 2025. 
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aerospace pure play. Indeed, the company's name, Melrose, is something of a misnomer – it goes to 
market under the GKN Aerospace brand and core assets include engine technology from Volvo 
Aerospace. This misperception has been further compounded by confusion over the accounting for its 
engine portfolio. The company's most attractive asset is its equity participations, defined as Risk and 
Reward Shares Participations (RRSPs), on 19 aircraft engines.13 On five of these 19 engines Melrose is 
required to book 10-30% of future aftermarket profit upfront when the engine is shipped, resulting in 
profits temporarily running ahead of free cash flow. The issue is that free cash flow is primarily 
collected at the shop visit 6-8 years into an engine’s life.14 We expect free cash flow to substantially 
inflect as the company completes its restructuring and clips 2-7% of the value of each shop visit for 
products that should last beyond 2050. Melrose benefits from exposure to a portfolio of young engines 
(see below), many of which haven’t had the first of the three-to-four shop visits that an engine has 
over its lifetime.  In addition, no new engine development is expected until the 2030s. Crucially, the 2-
7% royalty rate is a percentage of the same cash flow that Pratt and Whitney, GE, Rolls-Royce and 
Safran expect to receive from these engines. Execution risk is mitigated by their partners. We expect 
the major free cash flow inflection from 2028, which is longer than most investor’s time horizons. We 
believe that this profile gives us a time-based arbitrage advantage as you can see below. 

  

 

 

 
13 Source: Company reports, May 2025. We are familiar with these contracts from our investments in GE Aerospace 
and Safran. 
14 The exact timing of a shop visit interval is driven by flight hours. We feel that the accounting at Melrose is the 
reverse of Rolls Royce’s which also confused investors.  
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After our initial investment in Melrose, we 'did an Intuit' and conducted a drawdown review on the 
company after its equity fell >20% from purchase.15 Free cash flow misconception and concerns about 
the impact of tariffs resulted in the negative price action. Competition or regulation, which impacts 
long-term compounding, are the main reasons we liquidate an investment on a drawdown. For 
Melrose, we feel that the company's economic moats are intact, that the supply chain will ultimately 
manage the tariff risk and, absent an air traffic ice age, the attractive free cash flow harvest period is 
still on the horizon. We added to Melrose following the drawdown review and, despite an attractive 
IRR, we are actively managing our position (5.3% weight) in the context of our wider aerospace 
exposure (15.6% weight). In some ways the Melrose investment case shares many of the features of 
two other dominant Global Focus aerospace business models. We feel that Melrose investors benefit 
from a similar reputational arbitrage to GE, which we purchased it in 2023, and also a similar free cash 
flow harvest period to Woodward, which we owned 2017-2024.  

And Finally... 

During periods of shifting probabilities, it's important to focus on the long term and the controllable.16 
Unfortunately, we can't control world leaders, economies, customers or CEOs. 17  Our time, our 
processes and our people’s focus should be more within our control. We have mentioned before that 

 
15 Named after our accounting and tax investment Intuit. We conducted a drawdown review on Intuit shortly after 
purchasing it in 2022.  
16 We estimate that +85% of a growing company’s net present value (NPV) lies outside of year 1 and 2 in the future.  
17 Despite holding management team’s feet to the fire, especially on capital allocation, there is a limit to the influence 
of minority shareholders.   
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return on time spent (ROTS) is one of the greatest challenges we all face. Having twelve investments 
and a tight ready-to-buy list allows us to leverage our precious time. Distractions increase during 
moments of stress18 and our ability to think long-term is frequently short-circuited by the immediate 
threat. As mentioned, we continue to recalibrate our free cash flow scenarios for our owned and ready-
to-buy list investments. Process-wise, we are very much looking forward to Think Week 2025 and our 
Annual Offsite in September.19 We can always get better and look to make small improvements that 
we hope will drive meaningful outcomes over time. This is the essence of compounding. Moat Inc. and 
Rebuy Triggers were two highlights of the 2024 Offsite – nuances that we feel will benefit our partners 
long-term. On people, we are delighted to welcome a new analyst, Zahrah Alnaji, to the team in 
London. Zahrah impressed us with her deep work and lateral thinking. We are hopeful that she will 
raise the game for everyone on the team.20 Despite the economic clouds we feel that Global Focus is 
attractively valued trading on 11.4x 2030 EV/FCF – not bad for a selection of gravitationally-advantaged 
modern utilities. We look forward to updating you on our progress as Global Focus reaches its eight-
year anniversary in September. 

Best,  

Bertie Thomson 

 

 

 

 
18 And everyone has an opinion! 
19 Held this year in rural Maryland, USA.  
20 Myself very much included! 

Bertie Thomson, CFA 
Portfolio Manager 

Mick Dillon, CFA 
Portfolio Manager 



 

 
 

Disclosures    

Past performance may not be a reliable guide to future performance and investors may not get back the amount 
invested. All investments involve risk.  

The value of the investment and the income from it will vary. There is no guarantee that the initial investment will be returned. If you are a 
private investor you should not act or rely on this document and should consult with your financial adviser. 

The views expressed are those of the author and Brown Advisory as of the date referenced and are subject to change at any time based on 
market or other conditions. These views are not intended to be and should not be relied upon as investment advice and are not intended to 
be a forecast of future events or a guarantee of future results. The information provided in this material is not intended to be and should not 
be considered to be a recommendation or suggestion to engage in or refrain from a particular course of action or to make or hold a particular 
investment or pursue a particular investment strategy, including whether or not to buy, sell, or hold any of the securities mentioned. It should 
not be assumed that investments in such securities have been or will be profitable. To the extent specific securities are mentioned, they have 
been selected by the author on an objective basis to illustrate views expressed in the commentary and do not represent all of the securities 
purchased, sold or recommended for advisory clients. The information contained herein has been prepared from sources believed reliable 
but is not guaranteed by us as to its timeliness or accuracy, and is not a complete summary or statement of all available data. This piece is 
intended solely for our clients and prospective clients, is for informational purposes only, and is not individually tailored for or directed to 
any particular client or prospective client. 

All financial statistics and ratios are calculated using information from FactSet as of the report date unless otherwise noted. FactSet® is a 
registered trademark of FactSet Research Systems, Inc. The Global Industry Classification Standard (GICS) was developed by and is the 
exclusive property of MSCI and Standard & Poor’s. “Global Industry Classification Standard (GICS), “GICS” and “GICS Direct” are service marks 
of Standard & Poor’s and MSCI. “GICS” is a trademark of MSCI and Standard & Poor’s. Any other trademarks or service marks are property 
of their respective owners. 

The MSCI World Index is a broad global equity index that represents large and mid-cap equity performance across all 23 developed markets 
countries. It covers approximately 85% of the free float-adjusted market capitalization in each country. All MSCI indexes and products are 
trademarks and service marks of MSCI or its subsidiaries.  

An investor cannot invest directly into an index. 

The internal rate of return (IRR) is a measure of an investment’s rate of return. The internal rate of return is a discount rate that makes the 
net present value (NPV) of all cash flows from a particular project equal to zero. It is also called the discounted cash flow rate of return. 

Free cash flow (FCF) represents the cash a company generates after cash outflows to support operations and maintain its capital assets. 
Unlike earnings or net income, free cash flow is a measure of profitability that excludes the non-cash expenses of the income statement and 
includes spending on equipment and assets as well as changes in working capital.  

Enterprise Value to Free Cash Flow (EV/FCF) compares the total valuation of the company with its ability to generate cash flow. It is the 
inverse of the Free Cash Flow Yield. 

A drawdown is a peak-to-trough decline during a specific period for an investment, trading account, or fund.  

Return on Invested Capital (ROIC) is a measure of determining a company’s financial performance. ROIC = NOPAT / IC. NOPAT = EBIT + 
Amortization of acquired intangibles -Cash tax paid. IC = Total Debt + Total Equity + Total unfunded pension liabilities -Excess Cash. 

ROIIC is calculated by dividing a company's constant rate incremental operating income (plus depreciation and amortization) by the constant 
rate-weighted average-adjusted investment capital. The ratio is expressed as a percentage. 

Alpha is a term used in investing to describe an investment strategy’s ability to beat the market. Alpha is thus often referred to as excess 
return or the abnormal rate of return in relation to a benchmark, when adjusted for risk. 

  



 

 
 

Global Focus Composite 

Year 

Composite 
Total Gross 
Returns (%) 

Composite 
Total Net 
Returns (%) 

Bench-
mark 
Returns 
(%) 

Composite  
3-Yr 
Annualized 
Standard 
Deviation (%) 

Benchmark 3-
Yr Annualized 
Standard 
Deviation (%) 

Portfolios in 
Composite at 
End of Year 

Composite 
Dispersion (%) 

Composite 
Assets  
($USD 
Millions)* 

GIPS Firm 
Assets  
($USD 
Millions)* 

2023 36.0 34.7 23.8 18.7 16.7 Five or fewer N/A 187 81,325 
2022 -16.5 -17.4 -18.1 22.5 20.4 Five or fewer N/A 114 58,575 
2021 7.7 7.0 21.8 19.3 17.1 Five or fewer N/A 59 79,715 
2020 27.0 25.8 15.9 19.6 18.3 Five or fewer N/A 32 59,683 
2019 42.7 41.4 27.7 N/A N/A Five or fewer N/A 12 42.426 
2018 3.4 2.3 -8.7 N/A N/A Five or fewer N/A 4 30,529 
YTD 
2017** 3.7 3.4 7.9 N/A N/A Five or fewer N/A 2 33,155 

 

**Return is for period September 1, 2017 through December 31, 2017 

Brown Advisory Institutional claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in 
compliance with the GIPS standards. Brown Advisory Institutional has been independently verified for the periods from January 1, 1993 through December 31, 
2023. The Verification reports are available upon request. A firm that claims compliance with the GIPS standards must establish policies and procedures for 
complying with all the applicable requirements of the GIPS standards. Verification provides assurance on whether the firm's policies and procedures related to 
composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of performance, have been designed in compliance with the 
GIPS standards and have been implemented on a firm-wide basis. Verification does not provide assurance on the accuracy of any specific performance report. 
GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the 
content contained herein. 

1. *For the purpose of complying with the GIPS standards, the firm is defined as Brown Advisory Institutional, the Institutional and Balanced 
Institutional asset management divisions of Brown Advisory. As of July 1, 2016, the firm was redefined to exclude the Brown Advisory Private 
Client division, due to an evolution of the three distinct business lines. 

2. The Global Focus Composite (the Composite) includes all discretionary portfolios invested in the Global Focus Strategy. The Global Focus Strategy 
seeks to invest in a small number of quality franchises the manager believes have the ability to materially improve their cash flows over the long-
term. In choosing securities, the strategy seeks to invest in companies with one or more of the following characteristics: an entrenched 
competitive position, durable economic moats, and/or is priced at a discount to intrinsic value due to investor misconceptions. The minimum 
account market value required for inclusion in the Composite is $500,000. 

3. Sustainable investment considerations are one of multiple informational inputs into the investment process, alongside data on traditional financial 
factors, and so are not the sole driver of decision-making. Sustainable investment analysis may not be performed for every holding in the strategy. 
Sustainable investment considerations that are material will vary by investment style, sector/industry, market trends and client objectives. The 
Global Focus Strategy (“Strategy”) seeks to identify companies that it believes may be desirable based on our analysis of sustainable investment 
related risks and opportunities, but investors may differ in their views. As a result, the Strategy may invest in companies that do not reflect the 
beliefs and values of any particular investor. The Strategy may also invest in companies that would otherwise be excluded from other strategies 
that focus on sustainable investment risks. Security selection will be impacted by the combined focus on sustainable investment research 
assessments and fundamental research assessments including the return forecasts. The Strategy incorporates data from third parties in its 
research process but does not make investment decisions based on third-party data alone.  

4. The Composite creation date is June 1, 2020. The Composite inception date is September 1, 2017. 
5. The benchmark is the MSCI World Net Index rebalanced quarterly. The MSCI World Net Index captures large and mid cap representation across 

Developed Markets (DM) countries. The Index covers approximately 85% of the free float-adjusted market capitalization in each country. All MSCI 
indexes and products are trademarks and service marks of MSCI or its subsidiaries. An investor cannot invest directly into an index. Benchmark 
returns are not covered by the report of the independent verifiers.  

6. As of September 1, 2022, the Composite benchmark was changed from the FTSE All-World Developed Index to the MSCI World Net Index. The 
change was applied retroactively from the Composite inception date. The Advisor determined that MSCI indices are more widely used for global 
products, and thereby provide more relevant data to shareholders and prospects as well as comparisons to competitors. 

7. The composite dispersion presented is an equal-weighted standard deviation of portfolio gross returns calculated for the accounts in the 
Composite for the entire calendar year period. The composite dispersion is not applicable (N/A) for periods where there were five or fewer 
accounts in the Composite for the entire period.  

8. Gross-of-fees performance returns are presented before management fees but after all trading commissions, and gross of foreign withholding 
taxes (if applicable). Net-of-fees performance returns are calculated by adjusting the gross-of-fees performance return by the highest fee for the 
institutional strategy, applied on a monthly basis. Certain accounts in the Composite pay asset-based custody fees that include commissions. For 
these accounts, gross returns are also net of custody fees. Other expenses can reduce returns to investors. The standard management fee 
schedule is as follows: 1.00% on all assets with a minimum account size of $50 million. Further information regarding investment advisory fees is 
described in Part 2A of the firm’s Form ADV. Actual fees paid by accounts in the Composite may differ from the current fee schedule. 

9. Effective July 1, 2023, the firm transitioned from using actual account fees in the calculation of net performance returns to applying the highest 
fee for the institutional strategy as outlined in Part 2A of the firm’s Form ADV. The net performance track record was revised back to Composite 
inception. 

10. The three-year annualized ex-post standard deviation measures the variability of the Composite (using gross returns) and the benchmark for the 
36-month period ended on December 31. The 3 year annualized standard deviation is not presented as of December 31, 2017, December 31, 2018 
and December 31, 2019 because 36 month returns for the Composite were not available (N/A).   

11. Valuations and performance returns are computed and stated in U.S. Dollars. All returns reflect the reinvestment of income and other earnings.  
12. A complete list of composite descriptions and broad distribution and limited distribution pooled funds is available upon request. Policies for 

valuing investments, calculating performance, and preparing GIPS Reports are available upon request. 
13. Past performance does not indicate future results.   
14. This piece is provided for informational purposes only and should not be construed as a research report, a recommendation or suggestion to 

engage in  
15. or refrain from a particular course of action or to make or hold a particular investment or pursue a particular investment strategy, including 

whether or not to buy, sell or hold any of the securities mentioned, including any mutual fund managed by Brown Advisory.    



 

 
 

16. The following exhibit reflects the management fees, performance fees, and total expense ratios of the Brown Advisory Global Focus Onshore 
Fund, L.P. and Brown Advisory Global Focus Offshore Fund, LTD, which are included in the Composite, as of the most recent fiscal year end 
(December 31, 2023): 
 

BROWN ADVISORY GLOBAL 
FOCUS ONSHORE FUND, L.P. 

Management 
Fee 

Incentive 
Allocation Expense Cap 

Total Expense Ratio to Avg Net 
Assets 

Unrestricted Restricted 
Series A 1.00% 0.00% 0.25% N/A N/A 
Series B 0.60% 10.00% 0.25% N/A N/A 
Series C 0.30% 20.00% 0.25% N/A N/A 
Series F 0.50% 0.00% 0.25% 0.74% N/A 
Series Z 0.00% 0.00% 0.25% 0.23% 0.38% 

BROWN ADVISORY GLOBAL 
FOCUS OFFSHORE FUND, LTD. 

Management 
Fee 

Incentive 
Allocation Expense Cap 

Total Expense Ratio to Avg Net 
Assets 

Unrestricted Restricted 
Class A 1.00% 0.00% 0.25% 1.03% N/A 
Class B 0.60% 10.00% 0.25% N/A N/A 
Class C 0.30% 20.00% 0.25% N/A N/A 
Class Z 0.00% 0.00% 0.25% 0.22% 0.25% 
Class F 0.50% 0.00% 0.25% 0.73% 0.76% 

Class FD 0.50% 0.00% 0.15% N/A N/A 
Class FD£ 0.50% 0.00% 0.15% 0.22% N/A 

 

 


