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Our key belief is that competitively advantaged businesses that can invest at high 
rates of Return on Invested Capital (ROIC), run by capable management teams 
and are attractively valued, have the ability to generate attractive shareholder 
returns over our investment horizon.

The Strategy has encountered headwinds from both a challenging environment for 
quality investing and the share price impact on a number of portfolio companies 
that the market is indiscriminately treating as AI losers. This impact was especially 
pronounced over the one-year trailing period. The manager has (i) actively 
positioned the Strategy, re-underwriting and adding to investments where we 
maintain high conviction that these companies’ business moats and competitive 
advantages are underestimated and that risks from AI may be misunderstood and 
opportunities discounted; (ii) exited companies where we see increased risk of 
competition (Tata Consultancy Services, Booking.com); and (iii) added seven new 
investments since the beginning of 2025 in excellent franchises such as Nintendo, 
SAP, Games Workshop and Universal Music Group. We see a lot of 
underappreciated value in core quality holdings of the Strategy and believe that by 
finding opportunities which we can underwrite with a high degree of confidence, 
we have a high chance of generating the best risk-adjusted returns for our 
investors.

During the second quarter of 2026, the Strategy delivered positive, absolute 
performance, underperforming its benchmark, the MSCI ACWI ex USA Net Return 
Index. The main detractor of performance was the Strategy’s exposure to 
Information Technology and Financials. Strong absolute performance in 
Technology was behind benchmark returns, mainly due to not having exposure to 
companies that delivered very strong returns, particularly memory-chip producers 
and CPU manufacturers. AI optimism continues to drive enormous capital 
spending into semiconductors, data centres, and power infrastructure in the United 
States, with demand spillovers into Asia and Europe. Fixed income markets are 
beginning to price this differently than equities. The Bank for International 
Settlements' June report* notes that credit spreads on some AI-related issuers 
have started to widen, reflecting the sheer volume of debt now being raised by 
hyperscalers, AI labs, and EPC firms. Equity markets, by contrast, have moved the 
other way: technology and AI-related names have rallied sharply, and much of the 
good news already appears priced in. We are struck by this divergence, which 

makes us more cautious at the margin. Additionally, forecasting demand in a 
capital-intensive, inherently cyclical sector is difficult under the best of 
circumstances. In light of these considerations, we remain cautious about adding 
to our exposure, notwithstanding the strong rally in AI demand related businesses 
across Europe, Japan and Asia. That said, we have continued to benefit from our 
semiconductor exposure via TSMC and ASML. Financials exposure was overall 
negative across both developed and emerging markets investments and impacted 
by strong performance of more traditional, interest rate-sensitive banks, 
particularly developed market banks, which are not held in the portfolio. The 
Strategy favours banks with difficult-to-replicate business models, providing them 
with enduring competitive advantages and that are run by excellent management 
teams with a strong track record of risk management. We have found these 
characteristics in emerging markets where investments also have exposure to 
secular growth tailwinds, enabling the compounding of their intrinsic value over our 
investment horizon. 

While we have seen a combination of headwinds for the way we invest, we believe 
there to be a lot of underappreciated value in the portfolio. We need to be patient 
to see the market rewarding these companies’ cash flows.  The Strategy has used 
this environment to re-underwrite and add to positions impacted by the “AI loser” 
narrative, such as Amadeus IT, SAP, and Wolters Kluwer. In our research work we 
strive to calibrate both opportunities and risks, and focus on finding opportunities 
which we understand and can underwrite with a high degree of confidence. 

The Strategy’s behavioural work is an integral part of that process helping us avoid 
the typical mistakes such as loss aversion, while nudging capital allocation 
decisions to the best possible outcomes. One of the areas that the portfolio 
manager has worked to improve is sizing decisions and the changes we made 
nearly three years ago have been additive, based on the most recent external 
feedback from our behavioural coach. Over the last three years, position sizing 
has largely been driven by conviction, upside i.e. IRRs over five years and 
potential downside. Conviction-driven position sizing has helped us keep our 
losers small in a volatile market for running a concentrated equities portfolio. 
Keeping an eye on both the upside and downside in each investment will, in our 
view, improve our risk-adjusted returns over our investment horizon. 
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When re-underwriting smaller positions in Shimano and Tata Consultancy 
Services, for example, we decided to exit those last year and allocated to higher 
probability, higher conviction investments which have shown to drive performance 
in this Strategy. A further area of improvement that has been highlighted is the 
speed of exiting losers. While exit decisions for the Strategy have generally been 
the right ones across five years of data, the timing is an area where we look to 
further improve outcomes.  

In an environment where we see increased uncertainty driven by the ongoing 
technology wave and a changing risk profile of our benchmark, we rely on few key 
fundamental principles to analyse risk and uncertainty: First, we define risk as the 
permanent loss of capital, not short-term volatility. We underwrite downside 
scenarios by assessing the durability of cash flows, the strength of the business 
models that we invest in the robustness of the balance sheet, and management’s 
discipline in capital. When the range of outcomes appears to be wide and yet we 
do not see significant downside over our investment horizon, we demand a greater 
margin of safety in our estimate of the intrinsic value of a business and size 
positions accordingly. Second, we invest in durable businesses that have typically 
sustained for decades and withstood multiple different crises over their lifetimes 
and finally, we do not treat uncertainty as a reason to avoid investment.  Third, by 
explicitly considering how much we can lose in any given investment in our 
position sizing, we hope to limit losses on any given investment at an individual 
and portfolio level. Beyond these stock-specific considerations, we are mindful of 
our exposures to factors relative to our benchmark for the Strategy. We believe 
that we can offer the best risk-adjusted returns to our investors by sticking to a 
consistent, repeatable process, staying disciplined and not straying from our 
investment philosophy and process when our style is out of favour. In light of this, 
we expect the Strategy to underperform in environments when a few sectors or 
areas drive most of the benchmark performance. However, in our view, given the 
attractive opportunities we see in our portfolio today both from an upside and 
downside perspective, we see no reason to chase momentum-driven 
outperformers at relatively high valuations. 

We initiated a position in MTU Aero Engines. MTU is a specialized partner for 
critical engine technologies to all major original equipment manufacturers for aero 
engines, including GE Aerospace, Safran, Pratt & Whitney, and Rolls-Royce, and 

is the largest independent, global service provider. It operates through revenue-
sharing partnerships, with the majority of its economics derived from captive spare 
part sales over an engine’s lifecycle. We expect MTU to benefit from the chronic 
undersupply of new aircraft, which should drive continued growth in its underlying 
business. We also expect free cash flow margin to improve from low single digits 
to close to 10% over the next 4 years, accompanied by improved free cash flow 
conversion ratios which we expect to go from 50% to c.90%. We anticipate this 
improvement will be driven by a flattening of capital expenditures following a large 
2024–2026 capex program, shop visit volumes growing in line with the installed 
base and price increases, and a reduction in liability payments related to MTU’s 
partner program for the Geared Turbofan (GTF) engine, which had required 
accelerated inspections and financial liabilities for the program members. These 
liability payments are expected to end in 2027. We believe this is an attractive 
opportunity to invest in a high-quality company in a highly attractive industry, with 
an improving cash flow profile and a double-digit 5-year IRR. We funded the 
position by trimming our positions in engine manufacturer Safran and aircraft OEM 
Airbus so our overall aerospace exposure is unchanged.

We also swapped our position in PT Bank Rakyat for PT Bank Central Asia (BCA) 
in June. BCA is Indonesia’s largest private bank by assets. It delivers superior 
outcomes to private business customers through its investments in leading 
technology adoption and its broad physical and digital infrastructure. BCA’s high 
returns on assets (RoA) and equity (RoE) are the result of customers trusting it 
with low-cost deposits, which have muted interest rate sensitivity and result in an 
overall funding cost of less than 1%. It also has higher loan book growth based on 
our assumptions. Structurally, BCA has very low through-cycle credit costs, and 
subsequently high returns on assets (over 3%) and equity (around 20%), yet with 
low financial leverage. This means BCA has some of the best financial metrics 
among international banks. We have followed BCA for years as a distant rival to 
Bank Rakyat, but only recently had the opportunity to initiate a position when 
BCA’s valuation meaningfully improved versus Bank Rakyat in a broader 
Indonesian market sell-off, and without Bank Rakyat’s non-performing loan issues, 
which the company still needs to work through.

(Continued on the following page)
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We exited Booking during the quarter but keep exposure to travel technologies 
through the global distribution service (GDS) provider, Amadeus IT, which we 
believe to have better protection from AI disruption risk. Booking was a day one 
investment compounding annualized over 20% during our holding period. 
Considering the increased range of outcomes as AI is interrupting a multitude of 
industries, we feel an investment like Booking has become too hard to underwrite 
within our framework and we decided to allocate capital elsewhere. Funds were 
allocated to our North American infrastructure exposure with Canadian National 
Railway where we are starting to see a positive inflection in operational metrics 
while the stock remains attractively priced.

Looking ahead, we are working through a full pipeline of research ideas, but most 
importantly, we believe that there is significant, unappreciated value in many of our 
portfolio holdings today. This is the result of the impact the "AI loser" narrative has 
had on selected investments. We believe the portfolio is exhibiting attractive 
characteristics, including a return on invested capital (ROIC) of 19.9%, three-year 
sales growth of 7.5%, and a free cash flow yield of 4.6% as of June 30, 2026. The 
quality of the Strategy can be highlighted by high ROIC and low aggregate 
company leverage. As of quarter-end, the Strategy is valued at a next twelve 
months free cash flow yield that is more attractive than the benchmark.



SECTOR
BROWN ADVISORY 

SUST. INT’L 
LEADERS REP. 

ACCOUNT
(%)

MSCI ACWI 
EX-US INDEX

(%)

DIFFERENCE
(%)

BROWN ADVISORY 
SUST. INT’L 

LEADERS REP. 
ACCOUNT

(%)

BROWN ADVISORY 
SUST. INT’L 

LEADERS REP. 
ACCOUNT

(%)

Q2’26 Q2’26 Q2’26 Q1’26 Q2‘25

Communication Services 8.23 4.29 3.94 6.78 2.92

Consumer Discretionary 18.23 7.46 10.77 19.57 16.56

Consumer Staples 2.23 5.11 -2.88 2.11 2.66

Energy -- 4.34 -4.34 0.00 0.00

Financials 19.28 24.18 -4.90 21.21 25.41

Health Care 8.63 6.88 1.75 8.99 6.72

Industrials 30.02 14.07 15.95 27.35 32.09

Information Technology 13.39 22.85 -9.46 13.99 13.63

Materials -- 6.43 -6.43 -- --

Real Estate -- 1.27 -1.27 -- --

Utilities -- 3.12 -3.12 -- --

SECTOR DIVERSIFICATION
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Information. Sector diversification excludes cash and cash equivalents. Sectors are based on the Global Industry Classification Standard (GICS®) classification system. Please see the end of this presentation 
for a GIPS Report, important disclosures and a complete list of terms and definitions. 4
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 Sector and country diversification in the 
Strategy is primarily an output of stock picking, 
with the team more focused on strong 
business models and end-market economics 
than in which sector a company is classified.

 At the same time, the Strategy seeks 
differentiated exposures but will not 
compromise philosophically. We are 
comfortable having no exposure in certain 
areas, such as energy, real estate or utilities, 
when companies in these sectors do not 
satisfy our investment criteria.

 The Strategy’s overweight position in 
Industrials is a function of several high-quality 
franchises (such as Swedish air compressor 
and vacuum pump manufacturer Atlas Copco, 
and global pest control leader Rentokil) 
categorized within this sector.

 The Strategy’s exposure to financials (its 
second-largest exposure) is via companies 
with strong, structural growth trends and 
predominantly through securities exchanges 
and differentiated financials in emerging 
markets.



QUARTER-TO-DATE ATTRIBUTION DETAIL BY SECTOR
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REPRESENTATIVE 
SUST. INT’L LEADERS ACCOUNT MSCI ACWI EX-US INDEX ATTRIBUTION ANALYSIS

SECTOR AVERAGE 
WEIGHT (%)

RETURN 
(GROSS %)

AVERAGE 
WEIGHT (%)

RETURN 
(GROSS %)

ALLOCATION 
EFFECT 

(GROSS %)

SELECTION & 
INTERACTION 

EFFECT
(GROSS %)

TOTAL EFFECT 
(GROSS %)

Communication Services 6.91 -3.29 4.69 -2.76 -0.39 -0.02 -0.40

Consumer Discretionary 19.90 11.17 8.11 1.39 -1.59 1.97 0.38

Consumer Staples 2.21 9.86 5.27 3.85 0.38 0.14 0.51

Energy -- -- 4.94 -12.33 1.46 -- 1.46

Financials 19.88 -10.66 24.08 13.24 0.03 -5.02 -4.99

Health Care 8.56 -0.24 6.97 2.42 -0.15 -0.25 -0.40

Industrials 27.35 6.13 14.56 10.18 -0.46 -1.23 -1.69

Information Technology 15.20 34.75 19.75 64.09 -1.36 -3.65 -5.02

Materials -- -- 6.98 -1.17 1.08 -- 1.08

Real Estate -- -- 1.39 2.72 0.16 -- 0.16

Utilities -- -- 3.23 0.86 0.46 -- 0.46

Total 100.00 6.05 100.00 14.50 -0.38 -8.06 -8.45
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 The main detractor of performance was the Strategy’s exposure to Information Technology and Financials. Strong absolute performance in Technology was 
behind benchmark returns, mainly due to not having exposure to companies that delivered very strong returns, particularly memory-chip producers and CPU 
manufacturers. The strategy’s semiconductor exposure via TSMC and ASML delivered strong positive contribution. 

 Financials exposure was overall negative across both developed and emerging markets investments and impacted by the strong performance of more traditional, 
interest rate-sensitive banks, particularly developed market banks, which are not held in the portfolio. The Strategy favours banks with difficult-to-replicate 
business models, providing them with enduring competitive advantages and that are run by excellent management teams with a strong track record of risk 
management. We have found these characteristics in emerging markets where investments also have exposure to secular growth tailwinds, enabling the 
compounding of their intrinsic value over our investment horizon.



QUARTER-TO-DATE TOP FIVE CONTRIBUTORS TO RETURN
REPRESENTATIVE SUSTAINABLE INTERNATIONAL LEADERS ACCOUNT TOP FIVE CONTRIBUTORS AS OF JUNE 30, 2026

Source: FactSet® as of 06/30/2026. 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. Past performance is not indicative of future results. The portfolio information provided is based on a representative Sustainable International Leaders account and is provided as Supplemental 
Information. Top five and bottom five contributors exclude cash and cash equivalents. Commentary regarding an investment’s contribution to return and relative performance has been assessed on a gross performance basis. Contribution 
Analysis shown is calculated on a gross of fees basis. Total strategy composite performance can be found on slide 9. Please see the end of this presentation for a GIPS Report, important disclosures and a complete list of terms and 
definitions. 

SYMBOL NAME DESCRIPTION AVERAGE 
WEIGHT (%)

TOTAL PORT. 
RETURN 

(GROSS,%)

PORT. GROSS 
CONTRIBUTION 

TO RETURN 
(GROSS, %)

TSM Taiwan Semiconductor Manufacturing 
Co., Ltd. Sponsored ADR

Manufactures, distributes and tests integrated circuits, 
silicon wafers, diodes and related semiconductor 
components

4.98 41.57 1.66

6861 Keyence Corporation Manufactures and sells sensors and measuring 
instruments 4.00 42.43 1.52

B929F4 ASML Holding NV
Develops, manufactures and markets EUV & DUV 
lithography systems, metrology and inspection systems 
& related software solutions

3.67 49.80 1.42

BCRWZ1 Compagnie Financiere Richemont SA Manufactures, wholesale and retails jewelry, watches 
and leather goods 3.77 31.60 1.05

B058TZ Safran SA Designs, manufactures and markets aircraft, defense 
and communication equipment 3.23 22.25 0.71
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 Taiwan Semiconductor Manufacturing benefits from its leadership in advanced node manufacturing, which allows it to gain market share and benefit from strong 
demand for high-performance computing and AI infrastructure. As we have moved through 2026, TSMC has continued to raise its capex plans, supported in part by 
demand from Nvidia and other leading AI customers.

 Keyence continues to deliver accelerating growth across all regions, with particular strength in Asia, where its semiconductor and consumer electronics segments 
drove performance. Sentiment was also supported by increased transparency in reporting to foreign investors, approval of share repurchases, and greater 
consideration of M&A opportunities. This is an evolution of what has historically been a very conservative capital allocation policy and comes as Japanese companies 
increase their efforts to become more shareholder-friendly. The team met with Keyence in Japan during the quarter.

 ASML continues to benefit from the build-out of AI infrastructure and remains a critical enabler of leading-edge semiconductor manufacturing. ASML’s dominant 
position in Extreme Ultraviolet (EUV) lithography, where it holds a monopoly in the equipment required for leading-edge semiconductor manufacturing, positions it well 
to benefit from continued AI-driven capacity expansion and meaningful long-term revenue growth.

 Richemont delivered strong sales momentum for its core brands, Cartier and Van Cleef & Arpels, and across regions, with the unsurprising exception of the Middle 
East, where sales contracted moderately due to the impact of the war in Iran.

 Safran continues to perform strongly, supported by robust aerospace aftermarket demand and higher original equipment deliveries. Management indicated that the 
company is tracking toward the upper end of FY26 guidance, supported by continued strength in maintenance, repair, and overhaul demand, with little impact from 
geopolitical events due to optimism regarding a sustained ceasefire and its effect on jet fuel prices, as well as structural support from demand still outstripping supply 
for spares and service capacity. Additionally, engine retirements remain below historic levels, which is a positive driver for aftermarket returns.



QUARTER-TO-DATE BOTTOM FIVE CONTRIBUTORS TO 
RETURN
REPRESENTATIVE SUSTAINABLE INTERNATIONAL LEADERS ACCOUNT BOTTOM FIVE CONTRIBUTORS AS OF JUNE 30, 2026
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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. Past performance is not indicative of future results. The portfolio information provided is based on a representative Sustainable International Leaders account and is provided as Supplemental 
Information. Top five and bottom five contributors exclude cash and cash equivalents. Commentary regarding an investment’s contribution to return and relative performance has been assessed on a gross performance basis. Contribution 
Analysis shown is calculated on a gross of fees basis. Total strategy composite performance can be found on slide 9. Please see the end of this presentation for a GIPS Report, important disclosures and a complete list of terms and 
definitions. 

SYMBOL NAME DESCRIPTION AVERAGE 
WEIGHT ( %)

TOTAL PORT. 
RETURN (GROSS, 

%)

PORT. GROSS 
CONTRIBUTION 

TO RETURN 
(GROSS, %)

B4TX8S AIA Group Limited Provides life and health insurance services 4.62 -16.16 -0.77

BG36ZK B3 SA - Brasil, Bolsa, Balcao Provides exchange trading, clearing and other trade 
services 2.83 -19.13 -0.56

7974 Nintendo Co., Ltd. Develops, manufactures and distributes video gaming 
systems & related software platforms 1.00 -26.15 -0.36

WKL Wolters Kluwer N.V.
Provides professional information and software solutions 
for clinicians, nurses, accountants, lawyers and tax, 
finance, audit, risk, compliance and regulatory sectors

2.58 -10.81 -0.30

B01C1P PT Bank Central Asia Tbk Provides commercial banking services 0.35 -11.97 -0.27
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 Similar to our other Emerging Market (EM) investments, AIA Group’s share price was impacted by the challenging macro environment, which was pricing in a 
path of monetary tightening that led to FX weakening of EM currencies against the USD. AIA Group's fundamentals remained strong, with growing premiums 
across the majority of regions and particularly strong momentum in its largest market, China.

 B3’s share price was weak during the quarter despite strong underlying fundamentals. Both cash equities and derivatives delivered strong volume growth. The 
potentially tighter monetary environment negatively impacted sentiment. B3 also had a CEO transition during the quarter, with the new CEO, Christian Egan, 
approved in May. B3 continues to diversify its product portfolio and retains exposure to structural growth opportunities in Brazil. The company maintains a virtual 
monopoly across 90% of its business lines.

 Nintendo faced some pressure on profitability from hardware economics and external factors such as higher memory costs and tariffs. These are the dynamics 
which allowed us to initiate a position in Nintendo during the first quarter of 2026. We expect the long-term margin profile to benefit from the company’s transition 
toward a more durable, platform-centric ecosystem.

 Wolters Kluwer continues to be penalized as “AI loser.” The health care segment, a core part of this narrative, grew 5% during the quarter with AI adoption and 
good renewal in its core Health Care product UpToDate. While we are monitoring the risk from developments of agentic tools for software and data analysis, we 
see significant long-term value across Wolters Kluwer’s portfolio, supported by high non-deferrable revenues and substantial switching costs across large parts 
of its business, positioning it well against new AI entrants.

 For PT Bank Central Asia, increased macroeconomic and political impacts have been affecting the investment environment in Indonesia. In our view, the share 
price was mainly impacted by macroeconomic volatility, given the potential repercussions of higher oil prices on credit growth and asset quality in oil-importing 
countries such as Indonesia. This was paired with MSCI’s review of Indonesia's EM status. Meanwhile, BCA reported strong results, with mid-teens loan growth 
and maintained 8-10% 2026 loan book growth guidance. The weakness in this quarter allowed us to initiate a position in BCA.



QUARTER-TO-DATE ADDITIONS/DELETIONS
REPRESENTATIVE SUSTAINABLE INTERNATIONAL LEADERS ACCOUNT PORTFOLIO ACTIVITY AS OF JUNE 30, 2026

Source: FactSet® as of 06/30/2026. 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. References to specific securities are for illustrative purposes only and do not represent all of the securities purchased, sold or recommended for advisory clients. Sectors are based on the Global Industry Classification Standard 
(GICS) classification system. The portfolio information provided is based on a representative Sustainable International Leaders account and is provided as Supplemental Information. Please see the end of this presentation for a GIPS 
Report, important disclosures and a complete list of terms and definitions. 

SYMBOL ADDITIONS SECTOR

B09DHL MTU Aero Engines AG Industrials

B01C1P PT Bank Central Asia Tbk Financials 

SYMBOL DELETIONS SECTOR

BKNG Booking Holdings Inc. Consumer Discretionary

670909 PT Bank Rakyat Indonesia (Persero) Tbk Class 
B Financials 
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 We initiated a position in MTU Aero Engines. MTU is a specialized partner 
for critical engine technologies to all major original equipment manufacturers 
for aero engines, including GE Aerospace, Safran, Pratt & Whitney, and 
Rolls-Royce, and is the largest independent, global service provider. It 
operates through revenue-sharing partnerships, with the majority of its 
economics derived from captive spare part sales over an engine’s lifecycle. 
We expect MTU to benefit from the chronic undersupply of new aircraft, 
which should drive continued growth in its underlying business. We also 
expect free cash flow margin to improve from low single digits to close to 
10% over the next 4 years, accompanied by improved free cash flow 
conversion ratios which we expect to go from 50% to c.90%. We anticipate 
this improvement will be driven by a flattening of capital expenditures 
following a large 2024–2026 capex program, shop visit volumes growing in 
line with the installed base and price increases, and a reduction in liability 
payments related to MTU’s partner program for the Geared Turbofan (GTF) 
engine, which had required accelerated inspections and financial liabilities for 
the program members. These liability payments are expected to end in 2027. 
We believe this is an attractive opportunity to invest in a high-quality 
company in a highly attractive industry, with an improving cash flow profile 
and a double-digit 5-year IRR. We funded the position by trimming our 
positions in engine manufacturer Safran and aircraft OEM Airbus so our 
overall aerospace exposure is unchanged.

 We also swapped our position in PT Bank Rakyat for PT Bank Central Asia 
(BCA) in June. BCA is Indonesia’s largest private bank by assets. It delivers 
superior outcomes to private business customers through its investments in 
leading technology adoption and its broad physical and digital infrastructure. 
Its high returns on assets (RoA) and equity (RoE) are the result of customers 
trusting it with low-cost deposits, which have muted interest rate sensitivity 
and result in an overall funding cost of less than 1%. It also has higher loan 
book growth based on our assumptions. Structurally, BCA has very low 
through-cycle credit costs, and subsequently high returns on assets (over 
3%) and equity (around 20%), yet with low financial leverage. This means 
BCA has some of the best financial metrics among international banks. 

 BCA continued: We have followed BCA for years as a distant rival to Bank 
Rakyat, but only recently had the opportunity to initiate a position when 
BCA’s valuation meaningfully improved versus Bank Rakyat in a broader 
Indonesian market sell-off, and without Bank Rakyat’s non-performing loan 
issues, which the company still needs to work through.

 We exited Booking during the quarter but keep exposure to travel 
technologies through the global distribution service (GDS) provider, 
Amadeus IT, which we believe to have better protection from AI disruption 
risk. Booking was a day one investment compounding annualized over 20% 
during our holding period. Considering the increased range of outcomes as 
AI is interrupting a multitude of industries we feel an investment like Booking 
has become too hard to underwrite within our framework and we decided to 
allocate capital elsewhere. Funds were allocated to our North American 
infrastructure exposure with Canadian National Railway where we are 
starting to see a positive inflection in operational metrics while the stock 
remains attractively priced.



PORTFOLIO CHARACTERISTICS
SUSTAINABLE INTERNATIONAL LEADERS REPRESENTATIVE ACCOUNT AS OF JUNE 30, 2026

1 Ex. Financials excludes Banks and Insurances Companies.
2 Median Figure as of 03/31/2026 representing the most recent data available.
Source: FactSet® and Brown Advisory calculations as of 06/30/2026. Past performance is not indicative of future results. Portfolio information is based on a representative Sustainable International Leaders 
account and is provided as Supplemental Information. Portfolio characteristics include cash and cash equivalents. Please see the end of this presentation for a GIPS report, important disclosures and a 
complete list of terms and definitions.

SUSTAINABLE INTERNATIONAL 
LEADERS REPRESENTATIVE 

ACCOUNT

MSCI ACWI EX-US
INDEX

ROIC (LFY ex. financials1) Median (%) 19.9 9.7

3 YR. growth CAGR Median (%) 7.5 6.5

FCF Yield ex. financials1 (NTM Median) (%) 4.6 5.0

Active Share 92.3 --

Net Debt to EBITDA (ex. financials1) Median2 0.7 1.0
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COMPOSITE PERFORMANCE 
AS OF JUNE 30, 2026
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Source: FactSet® as  of 06/30/2026. All returns greater than one year are annualized. Past performance is not indicative of future results and you may not get back the amount invested. The 
composite performance shown above reflects the Sustainable International Leaders composite, managed by Brown Advisory Institutional. Brown Advisory Institutional is a GIPS Compliant firm and 
is a division of Brown Advisory LLC. Please see the Brown Advisory Sustainable International Leaders Composite GIPS Report at the end of this presentation.
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TOP 10 EQUITY HOLDINGS 
SUSTAINABLE INTERNATIONAL LEADERS REPRESENTATIVE ACCOUNT AS OF JUNE 30, 2026

TOP 10 HOLDINGS % OF PORTFOLIO

Taiwan Semiconductor Manufacturing Co., Ltd. Sponsored ADR 4.9

Deutsche Boerse AG 4.8

Howden Joinery Group PLC 4.7

Compass Group PLC 4.4

Compagnie Financiere Richemont SA 4.2

AIA Group Limited 4.0

Keyence Corporation 4.0

Canadian National Railway Company 3.7

AstraZeneca PLC 3.2

London Stock Exchange Group plc 3.2

Total 41.1

Source: FactSet® as of 06/30/2026. Top 10 Equity Holdings% of Portfolio weight calculations include cash and cash equivalents which was 1.7% as of 06/30/2026 and is provided as a Supplemental 
Information. 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. References to specific securities are for illustrative purposes only and do not represent all of the securities purchased, sold or 
recommended for advisory clients. Portfolio information is based on a Sustainable International Leaders Representative account and is provided as Supplemental Information. Please see the end of 
this presentation for a GIPS Report, important disclosures and a complete list of terms and definitions. Figures in chart may not total due to rounding.
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GEOGRAPHIC DIVERSIFICATION
REPRESENTATIVE SUSTAINABLE INTERNATIONAL LEADERS ACCOUNT AS OF JUNE 30, 2026

Source: FactSet® as of 06/30/2026. 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. Numbers may 
not total 100% due to rounding. The geographic composition is by country of domicile. Calculations include cash and cash equivalents which was 1.8%. Portfolio information shown is based on 
representative Sustainable International Leaders and provided as Supplemental Information. Please see the end of this presentation for a GIPS report, important disclosures and a complete list of terms 
and definitions. 
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SECTOR DIVERSIFICATION
GLOBAL INDUSTRY CLASSIFICATION STANDARD (GICS) AS OF JUNE 30, 2026
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Source: FactSet ® as of 06/30/2026. . The portfolio information provided is based on a representative Sustainable International Leaders account and is provided as Supplemental Information. Sector 
diversification excludes cash and cash equivalents. Sectors are based on the Global Industry Classification Standard (GICS) classification system. Please see the end of this presentation for a GIPS 
Report, important disclosures and a complete list of terms and definitions. 
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For institutional investors and professional clients only.
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.

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. Past 
performance is not a guarantee of future performance and you may not get back the amount invested. 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 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. 

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 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 funds 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. 

The MSCI ACWI ex USA Index captures large and mid cap representation across 22 of 23 Developed Markets (DM) countries (excluding the US) and 24 Emerging Markets 
(EM) countries. With 1,970 constituents, the index covers approximately 85% of the global equity opportunity set outside the US (as of February 27, 2026).

FactSet ® is a registered trademark of FactSet Research Systems, Inc..

Global Industry Classification Standard (GICS®) and “GICS” are service makers/trademarks of MSCI and Standard & Poor’s.

Figures shown on sector diversification and quarterly attribution by detail slides may not total due to rounding.

The use of Second party screening is account specific and not inherent in the strategy’s investment approach, but may be used as requested by clients on a
case by case basis.

GIPS® is a registered trademark owned by CFA Institute.

CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein.

DISCLOSURES
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The Average Weight of a position or sector refers to the daily average for the period covered in this report of a stock’s value as a percentage of the portfolio. 

Allocation Effect measures the impact of the decision to allocate assets differently than those in the benchmark.

Active Share is calculated by taking the sum of the absolute value of the differences of the weight of each holding in the manager's portfolio versus the weight 
of each holding in the benchmark index and dividing by two.

Selection and Interaction Effect reflects the combination of selection effect and interaction effect. Selection effect measures the effect of choosing securities 
that may or may not outperform those of the benchmark. Interaction effect measures the effect of allocation and selection decisions (i.e., did we overweight the 
sectors in which we underperformed).

Total Effect reflects the combination of allocation, selection and interaction effects. Totals may not equal due to rounding.

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. ROIC ex financials excludes Banks and Insurance companies, and 
outliers excluded from the benchmark. 

Free Cash Flow (FCF) yield is a measure of financial performance calculated as operating cash flow minus capital expenditures. FCF yield calculations 
presented use the median NTM (Next Twelve Months) and exclude Banks and Insurance companies, and outliers excluded from the benchmark.

Free Cash Flow (FCF) is a measure of financial performance calculated as operating cash flow minus capital expenditures. Free cash flow (FCF) represents 
the cash that a company is able to generate after laying out the money required to maintain or expand its asset base. Free cash flow is important because it 
allows a company to pursue opportunities that enhance shareholder value. Without cash, it's tough to develop new products, make acquisitions, pay dividends 
and reduce debt.

Sales growth rate is based on reported company revenue for the past three years at the end of the current quarter, provided as a historical average.

Net debt-to-EBITDA (earnings before interest depreciation and amortization) ratio is a measurement of leverage, calculated as a company's interest-bearing 
liabilities minus cash or cash equivalents, divided by its EBITDA. The calculation presented excludes Banks and Insurance companies, and outliers excluded 
from the benchmark. 

Return On Equity (ROE) is the amount of net income returned as a percentage of shareholders equity. Return on equity measures a corporation's profitability 
by revealing how much profit a company generates with the money shareholders have invested. ROE is expressed as a percentage and calculated as: Return 
on Equity = Net Income/Shareholder's Equity.

Compound Annual Growth Rate (CAGR) is the rate of return that would be required for an investment to grow from its beginning balance to its ending 
balance, assuming the profits were reinvested at the end of each period of the investment’s life span. 

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.

Earnings Per Share (EPS) is a measure of a company's profitability, calculated by dividing quarterly or annual income (minus dividends) by the number of 
outstanding stock shares. The higher a company's EPS, the greater the profit and value perceived by investors.

TERMS AND DEFINITIONS
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SUSTAINABLE INTERNATIONAL LEADERS 
COMPOSITE

Brown Advisory

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 Sustainable International Leaders Composite (the Composite) includes all discretionary portfolios invested in the Sustainable International Leaders strategy. The Sustainable International Leaders strategy aims to achieve capital appreciation by investing 
primarily in international equities. The strategy intends to invest in equity securities of companies that the portfolio manager believes are leaders within their industry or country, as demonstrated by an ability to deliver high relative return on invested capital 
over time. 

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 Sustainable International Leaders 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 October 6, 2021. The Composite inception date is September 1, 2021. 
5. The benchmark is the MSCI ACWI ex U.S. Net Index rebalanced quarterly. The MSCI ACWI ex U.S. Net Index captures large and mid cap representation across Developed Markets (DM) countries (excluding the U.S.) and Emerging Markets (EM) countries. 

The Index covers approximately 85% of the global equity opportunity set outside the U.S. 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. Composite dispersion 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. 

7. 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 as outlined in Part 2A of the firm’s Form ADV, applied on a monthly basis. Certain accounts in the Composite may 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: 0.80% on the first $50 million; 0.55% on the next $50 million; 0.45% on the next $50 million; and 0.40% on the balance over 
$150 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.

8. 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.

9. 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, 2021, December 31, 2022, and December 31, 2023 because 36 month returns for the Composite were not available (N/A). 

10. Valuations and performance returns are computed and stated in U.S. Dollars. All returns reflect the reinvestment of income and other earnings. 
11. A complete list of composite descriptions and broad distribution and limited distribution pooled funds is available upon request.
12. Policies for valuing investments, calculating performance, and preparing GIPS Reports are available upon request.
13. Past performance is not indicative of 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 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. 

 
 

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, 2025. 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.

**Return is for period September 1, 2021 through December 31, 2021.

Year

Composite Total 
Gross Returns 

(%)
Composite Total 
Net Returns (%)

Benchmark 
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)*
2025 16.9 16.0 32.4 14.1 11.6 Five or fewer N/A 47 83,812
2024 3.0 2.2 5.5 18.2 16.0 Five or fewer N/A 34 88,323
2023 17.1 16.1 15.6 N/A N/A Five or fewer N/A 33 78,241
2022 -16.5 -17.2 -16.0 N/A N/A Five or fewer N/A 17 58,575

2021** -1.6 -1.9 -1.4 N/A N/A Five or fewer N/A 1 79,715
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