
ANNUALIZED RETURNS (QUARTER-END) Quarter-End YTD 1-Year 3-Year 5-Year 10-Year
Since 

Inception

Systematic Global Macro Trust (net) 6.78 6.78 -2.66 1.65 0.91 1.50 5.95

Bloomberg AusBond Bank Bill + 1.07 1.07 4.46 3.56 2.15 1.99 3.28

Value Add +5.71 +5.71 -7.11 -1.91 -1.24 -0.49 +2.68
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Systematic Global Macro Trust

Performance returns (AUD)

RISKS

Risks associated with investing in the Trust 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) Market Risk - Fixed Income 
Investments: the market price of a fixed income investment can decline due to a number of market-related factors, including rising interest rates and widening credit spreads or 
decreased liquidity stemming from the market's uncertainty about the value of a fixed income investment (or class of fixed income investments); and (3) Credit Risk: the risk that the 
issuer or guarantor of a fixed income investment or the obligor of an obligation underlying an asset-backed security will be unable or unwilling to satisfy its obligation to pay principal 
and interest or otherwise to honor its obligations in a timely manner. For a more complete discussion of these and other risks, please consult the Trusts Product Disclosure 
Statement.

Inception Date: 9-Feb-06

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 indicative of future results. The 
investment return and principal value of an investment will fluctuate so that an investor's shares, when redeemed, may be worth more or less than their original cost. Current 
performance data may be lower or higher than the performance data provided herein. Net returns are presented after the deduction of management fees and incentive fees 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. The GMO Systematic Global Macro Trust ARSN 090 799 385 (“the Trust”) is issued by GMO Australia Limited ABN 30 071 502 639, AFS Licence No. 236 656. 
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MAJOR PERFORMANCE DRIVERS

GMO’s Systematic Global Macro portfolio had a strong quarter, up 6.78%, with equity and currency positioning dominating returns.

Performance Drivers

From Tariffs to Tech: New Equity Market Dynamics
Several new and continuing themes drove equity market returns in the first quarter. Geopolitical tensions were clearly dominant in the news, especially the introduction of 
tariffs and the potential for resulting trade wars, which gave pause to some markets. AI continued to lead the technology sector, as several announcements around 
DeepSeek rattled U.S.-based technology stocks. Perhaps most strongly, though, the spectre of a potential U.S. recession emerged, causing a significant turn in U.S. equity 
markets in the later part of the quarter.

Within equities, key positions were: 
– Long the Hong Kong Hang Seng Index
– Long MSCI EAFE Value vs. MSCI EAFE Growth stocks
– Short the Indian Nifty Index

With the backdrop of the DeepSeek storyline, Hong Kong stocks were lifted by the Chinese technology sector. Big Chinese companies, often priced at a discount to U.S. 
peers, soared over the quarter (for example, Xiaomi is up over 50% in 2025). In turn, the broader Hang Seng Index rose with the Chinese tech companies. 

Hang Seng Tech

Hang Seng

Nasdaq 100

Exhibit 1: China vs. US Technology Stocks
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MAJOR PERFORMANCE DRIVERS CONT.

Our MSCI EAFE Value vs. MSCI EAFE Growth trade benefited from the global sell-off in overpriced growth stocks, with value outperforming by 10% in the first quarter.

India, however, was driven down by a slowdown in Indian corporate earnings and a weakening economy. Broker forecasts for Indian earnings have been plunging since 
late 2024. The possibility of a trade war added to the concern and foreign investors retreated from India – possibly as part of a broader rotation towards China. As 
mentioned, our short positions in India profited from this. 

Norwegian Krone: Benefiting from an Inflation Surprise
The strongest single performer in the portfolio over the quarter was our long positioning in the Norwegian krone. While we see the currency as fundamentally cheap with a 
small carry benefit, the key trigger this quarter was a spike in Norwegian inflation, a full 1% above expectations. This in turn led to rate cuts being called into question by 
the markets and the krone surged as a result.

A Pullback in Cocoa
The first quarter also saw a substantial pullback in cocoa prices. Cocoa prices surged last year, starting 2024 around $4,000/ton and reaching a high of over $12,000/ton 
amid supply concerns over planting and weather. With such an escalation of prices, producers responded by increasing plantings, but demand from confectionary 
companies decreased. This in turn has pushed prices back down. 

Exhibit 4 summarises many of the key dynamics that we have seen in the cocoa market. The blue line is the price of cocoa adjusted for inflation. The red line is what is 
referred to as the stock-to-grind ratio – the ratio of cocoa stored in inventory (stock) to the cocoa used, or "ground." Effectively, the stock-to-grind ratio is the percent of a 
year’s demand held in storage, and it’s often seen as a shorthand way to show supply/demand imbalances. As reserves dwindle, the stock-to-grind ratio decreases. With 
the supply crisis last year, we saw the stock-to-grind ratio (as forecast by the International Cocoa Organisation, or the ICCO) fall to around 27%. As of their February 
release, the ICCO is forecasting that the stock-to-grind ratio over this production season will be 31.8%, based on a forecasted 8% increase in production and a forecasted 
5% decrease in demand. 

Exhibit 2: Foreign Flows Indian Stock Market

Exhibit 3: Norway Inflation YoY%
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Exhibit 4: Cocoa Price vs. Supply and Demand

Exhibit 5: Future 3-Year Returns vs. Spread in Forecasts

Current Estimated Return is 8.4%

MAJOR PERFORMANCE DRIVERS CONT.

Outlook

This quarter, we saw a strong resurgence in the performance of our models, as several key positions in highly dislocated markets (both long and short) were highly 
rewarded. Clearly, we would like to see this continue. Looking forward, we see an environment with strong opportunities that give us confidence it will, albeit with many 
uncertainties.

On the positive side, when we look at our universe of markets, we see a large number of valuation dislocations in most asset classes, often in the larger and more liquid 
areas. In the past, historically wide valuation dislocations have been a strong predictor of future returns.   

The macro landscape also has a large number of uncertainties, however, with the most glaring one being heightened geopolitical and trade tensions. Tariff wars are 
already creating short-term volatility within markets, which has been a point of concern for us and our clients. 
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MAJOR PERFORMANCE DRIVERS CONT.

While we believe it is extremely difficult to predict how these geopolitical tensions will play out, we note that the portfolio is not biased towards (or against) countries with 
high revenue exposure to the U.S. (i.e., countries that are potentially susceptible to the impacts of a trade war).   

  

Further, the portfolio is running at a beta of around zero and is slightly short equities. We will be watching this ongoing situation closely and, as always, will continue to 
review and monitor the changing environment as it evolves. 

Exhibit 7: U.S. Revenue Exposure vs. SGM Active Weight

Exhibit 6: Trade Policy Uncertainty

5740
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MAJOR PERFORMANCE DRIVERS CONT.

Key Positioning

1. Short Equities: We remain short equities due to high valuation multiples that can only be justified if earnings growth is strong in the future. However, ROE, which has 
historically been a strongly mean reverting series, is cyclically very high at nearly 16%. If it reverts to its historical median of 12%, the P/E would be nearly 30x, which is 
approaching the tech bubble peak. It seems very likely that earnings will soften going forward and equities will struggle to outperform cash until valuations improve.

2. Long MSCI EAFE Value, Short MSCI EAFE Growth: This is a deep value trade that we've had on for some time but believe still has a long way to run. Growth stocks need 
to fall 25% relative to value stocks for the trade to fully play out.

3. Short U.S. Tech Stocks vs. Broad U.S. Market: U.S. tech has had a great run over the last five years, but a weak start to 2025 may signal a turning point in this tech 
bubble. 

4. Tactical Rotation to Long U.S. vs. EAFE Stocks: U.S. stocks are vulnerable due to high valuations, but our shorter-term sentiment models are quite positive on the 
market. Earnings have been strong, but that’s mainly explained by excessive fiscal stimulus at the wrong time of the economic cycle. The last time the economy was 
running this hot was when Bill Clinton was president in 2000. At the time, there was a 2.4% budget surplus, as you would expect. This year, there’s a nearly 7% budget 
deficit and government debt/GDP is over 100%. The dire fiscal situation leaves the U.S. with a difficult choice: reign in the deficit now and risk falling into a recession or do 
nothing and risk a debt crisis and a worse recession sometime in the future. In either scenario, earnings will fall, and there could well be a new financial crisis given high 
market valuations. 

Despite all the doom and gloom, it seems likely that the U.S. could do reasonably well relative to other markets in the next quarter. The U.S. has underperformed MSCI 
EAFE stocks by around 10% YTD, which may lead to bargain hunting. Of the two scenarios noted above, it seems unlikely that the budget deficit will be meaningfully reined 
in this year. Despite the disruption caused by the DOGE, the impact on the budget has been small. The DOGE website (doge.gov) only lists $140 billion worth of savings, 
and they are only recommendations. That’s a small number compared to a $2 trillion deficit. Tariffs will increase taxes, but the budget promises tax cuts, so the excessive 
fiscal stimulus will roll on. In the short term, that’s probably good for profits. 

At the same time, other markets are struggling. Pessimism about deindustrialization is spreading in Germany. China has turned from a key consumer of German industrial 
goods to a competitor, now dominating industries like solar panels and wind turbines. Moreover, China has plans to dominate the global auto industry. It seems likely that 
much of the world’s legacy auto manufacturers will go the way of Volvo and MG, which were bought out by Chinese auto giants and shifted production to China. That’s 
probably good for consumers, but it's souring sentiment in Europe and will eventually have a big impact on Japan. 

5. Short Cocoa: As discussed earlier, the price of cocoa remains very elevated. There has been a supply shock, but our predicted response of increasing supply and 
decreasing demand seems to be materializing. We remain short cocoa and think the trade still has a long way to run.

Exhibit 8: MSCI World P/E

21.5, PE

28.2, PE@12% ROE
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MAJOR PERFORMANCE DRIVERS CONT.

Conclusion

The GMO Systematic Global Macro portfolio had a strong start in the first quarter of 2025 and the opportunity set looks compelling going forward. Risk indeed abounds, 
but that creates opportunities for active managers, especially compared to passive investments where the outlook is poor due to stretched valuations. The portfolio is 
roughly beta-neutral, so is well positioned if uncertainty triggers a market selloff with portfolio positioning focused on relative valuation.

PRODUCT OVERVIEW

The GMO Systematic Global Macro Fund’s investment objective is long-term total return. The Fund takes both long and short positions in a range of global equity, bond, 
currency, commodity markets, and over-the-counter (OTC) markets using exchange-traded OTC futures and forward foreign exchange contracts, as well as by making 
other investments.

The Systematic Global Macro team’s investment process systematically applies value and sentiment strategies across global markets. We believe that markets are 
inefficient but, in the long term, that economic reality will prevail and markets will revert toward fair value; however, the timing of this is uncertain. We aim to profit from 
mean reversion by buying markets that we believe are depressed in price and shorting markets that we believe are trading at inflated values. To deal with the uncertainty 
of timing, we model investor sentiment.

PERFORMANCE ATTRIBUTION 1-Month Contribution (Gross,%)

Equities 2.8

Fixed Income 0.1

Commodities 0.4

Currencies 2.9

Other -0.1

Cash 1.1

Total Return (Gross) 7.3

POSITIONING Sub Category Long (%) Shorts (%) Totals (%)

Stock Markets North America 25 -6 19
Europe 1 -31 -29
Asia and Oceania 24 -28 -4
Total 51 -65 -14

Fixed Income North America 4 0 4
Europe 11 0 11
Asia and Oceania 3 0 3
Total 17 0 17

Currencies North America 18 0 18
Europe 38 -35 3
Asia and Oceania 2 -9 -7
South America and Africa 10 0 10
USD 0 -24 -24

Commodities Energy 4 -7 -3
Metals 7 -3 4
Agriculture 20 -28 -9
Total 30 -38 -8

The performance analysis above is calculated based on gross of fee returns and local close valuations.
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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.
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IMPORTANT INFORMATION

An investor should consider the fund's investment objectives, risks, charges and expenses before investing. This and other important information can be found in the funds 
prospectus. To obtain a prospectus please visit www.gmo.com. Read the prospectus carefully before investing. 

Benchmark(s): The Bloomberg AusBond Bank Bill Index is an independently maintained and widely published index comprised of short-term Australian bills.

GMO UK Limited Authorised and Regulated by the Financial Conduct Authority Registered no 4658801 England. GMO Netherlands is registered with the AFM. 
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