
ANNUALIZED RETURNS (USD, %) (QUARTER-END)
Quarter-

End YTD 1-Year 3-Year 5-Year 10-Year
Since 

Inception

Quality Spectrum Strategy (net) -7.69 -7.69 3.75 15.09 15.87 - 13.91

Quality Spectrum Strategy (gross) -7.35 -7.35 5.32 16.55 17.22 - 15.20

50% ACWI 50% 3Mo TBill Blend -1.07 -1.07 12.02 10.81 6.72 - 7.40

Value Add vs. 50% ACWI 50% 3Mo TBill Blend -6.62 -6.62 -8.27 +4.27 +9.14 - +6.50

MSCI ACWI -3.20 -3.20 20.01 16.58 9.49 - 11.39

Value Add vs. MSCI ACWI -4.49 -4.49 -16.26 -1.49 +6.38 - +2.52
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MAJOR PERFORMANCE DRIVERS

Equity markets were weak in the first quarter with MSCI World falling 3.6%. The portfolio lagged the broader markets, posting a negative total return for the quarter.

Two themes have significantly influenced equity markets this year. The first is the reality of a more muscular U.S. foreign policy stance as evidenced by operations in 
Venezuela and Iran, increasing geopolitical and economic tail risk. The second is rising concern over AI’s potential to disrupt existing businesses and ongoing concerns 
about the Capex flows within the AI ecosystem.

Energy stocks were the stand-out beneficiaries of the first, the gyration in geopolitics, echoing the move in the oil price and beating the broader markets by an 
extraordinary 40 points over the quarter. 

Other asset-heavy businesses thrived during the quarter as well. The Iran war, the HALO (heavy assets, low obsolescence) trade, and expectations earlier in the quarter for 
strong cyclical growth in 2026 all contributed to that market leadership, while the asset-light characteristics that typically define our investment universe were out of 
favor. 

The second concern led to a splintering within the AI trade, with semiconductor supply-chain companies performing well while hyperscalers and software-related 
businesses came under pressure. 

Continued policy risk around managed care, concerns tied to private credit, and weakness in luxury and travel after war in Iran added to the quarter’s crosscurrents.

Within that environment, the long side of the portfolio returned -13.1% as long positions within Information Technology, Health Care, and Communication Services 
contributing the most to the negative returns. No sector exposures on the long side posted positive returns. Short positions in Financials, Information Technology, and 
Consumer Discretionary boosted returns for the portfolio. Overall, the short side gained about 5.8%. The long side averaged about 171% in exposure for the quarter, while 
the short side averaged about 71%.

Quarterly Investment Review

RISKS

Risks associated with investing in the Strategy may include: (1) Market Risk - Equities: the market price of equities may decline due to factors affecting the issuer, its industries, or 
the economy and equity markets generally. Declines in stock market prices generally are likely to reduce the net asset value of the Fund's shares; (2) Short Investment Exposure Risk: 
a Fund will incur a loss as a result of a short sale if the price of the security, currency or other instrument increases between the date of the short sale and the date on which the Fund 
replaces the borrowed security, currency or other instrument. Conversely, the Fund will realize a gain if the price of the security, currency or other instrument declines between those 
dates. The amount of any gain will be decreased, and the amount of any loss increased, by the amount of the premium, dividends or interest the Fund may be required to pay in 
connection with a short sale. Short selling exposes a Fund to unlimited risk with respect to that security, currency or other instrument due to the lack of an upper limit on the price to 
which an investment can rise; and (3) Focused Investment Risk: the Fund invests its assets in the securities of a limited number of issuers, and a decline in the market price of a 
particular security held by the Fund may affect the Fund's performance more than if the Fund invested in the securities of a larger number of issuers. This is not a complete list of 
risks associated with investing in the Strategy. Please contact GMO for more information.

Composite Inception Date: 30-Nov-19

Performance Returns: Performance for the year of inception is less than a full calendar year. Returns shown for periods greater than one year are on an annualized basis. To obtain 
performance information to the most recent month-end, visit www.gmo.com. Performance data quoted represents past performance and is not predictive of future performance. 
Net returns are presented after the deduction of a model advisory fee and incentive fee if applicable. These returns include transaction costs, commissions and withholding taxes on 
foreign income and capital gains and include the reinvestment of dividends and other income, as applicable. Fees paid by accounts within the composite may be higher or lower than 
the model fees used. Gross returns are presented gross of management fees and any incentive fees if applicable. These returns include transaction costs, commissions, withholding 
taxes on foreign income and capital gains and include the reinvestment of dividends and other income, as applicable. If management and incentive fees were deducted performance 
would be lower. For example, if, before fees, the strategy were to achieve a 10% annual rate of return above its hurdle rate each year for ten years, and an annual advisory fee of 1% 
and incentive fee of 20% of net returns above the hurdle rate were charged during that period, the resulting average annual net return (after the deduction of management and 
incentive fees) would be approximately 7.20%. GMO LLC claims compliance with the Global Investment Performance Standards (GIPS®). A Global Investment Performance 
Standards (GIPS®) Composite Report is available at www.gmo.com by clicking the GIPS® Composite Report link in the documents section of the strategy page. 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. Actual fees are disclosed in Part 2 of GMO's Form ADV and are also available in each strategy’s Composite Report. The portfolio is actively-managed, is not managed 
relative to a benchmark and uses an index for performance comparison purposes only and, where applicable, to compute a performance fee. 
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MAJOR PERFORMANCE DRIVERS CONT..

A continued shutdown of the Strait of Hormuz could conceivably lead to a broader economic downturn and potentially a stagflationary environment that could benefit 
Quality in relative terms. Conversely an easing of tensions would favor the sectors we do not currently own and that have recently outperformed. Within AI, we believe the 
market has sold off too broadly across companies where an AI disruption narrative can be constructed. We also believe the divergence between hyperscalers and 
semiconductors is overdone, since the same macro drivers support both categories.
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AMSTERDAM BOSTON LONDON SAN FRANCISCO* SINGAPORE SYDNEY TOKYO**

*GMO’s West Coast Hub is comprised of members of Investment, Global Client Relations, and other teams located in and around the Greater San Francisco area
**Representative Office

ABOUT GMO
Founded in 1977, GMO is a global asset manager committed to delivering superior performance and advice to our clients. We are privately owned, which allows us to singularly focus 
on our sole business – achieving outstanding long-term client investment outcomes. Offering multi-asset, equity, fixed income, and alternative strategies, we invest with a long-term, 
valuation-based philosophical approach.

PRODUCT OVERVIEW

GMO’s Focused Equity team believes that high quality companies have a sustainable competitive advantage that allows them to be excessively profitable for many years 
into the future, while low quality “junk” companies lack sustainable competitive advantages and generally have risky business models. The GMO Quality Spectrum 
Strategy contains a concentrated long book of high quality companies and levers the long portfolio by shorting a diverse portfolio of “junk” companies, with an emphasis 
on valuation. The Strategy expects to generate equity-like returns over time, with the long quality/short junk element designed to provide a bulwark against market 
drawdowns.

IMPORTANT INFORMATION
Comparator Index(es): The MSCI ACWI (All Country World) Index (MSCI Standard Index Series, net of withholding tax) is an independently maintained and widely published index 
comprised of global developed and emerging markets. MSCI data may not be reproduced or used for any other purpose. MSCI provides no warranties, has not prepared or approved 
this report, and has no liability hereunder. Please visit https://www.gmo.com/americas/benchmark-disclaimers/ to review the complete benchmark disclaimer notice.

The above information is based on a representative account in the Strategy selected because it has the fewest restrictions and best represents the implementation of the Strategy. 

For private bank intermediaries in Singapore and Hong Kong, these materials are intended for institutional and Accredited/Professional Investors Use Only. 
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