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MARKET REVIEW 

Index Performance 1Q23 YTD 

S&P 500 Index 7.50% 7.50% 

Russel 1000® Index 7.46% 7.46% 

Russell 2000® Index 2.74% 2.74% 

Russell 3000® Growth Index 13.85% 13.85% 

Russell 3000® Value Index 0.91% 0.91% 

MSCI ACWI Index 7.44% 7.44% 

MSCI ACWI Ex-US Index 7.00% 7.00% 

MSCI EAFE Index 8.62% 8.62% 

Source: Factset. Past performance is not a reliable indicator or guarantee of future results.  Due to market volatility, the market may not perform in 

a similar manner in the future. Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available for direct investment. The 

index data provided is not representative of any Lord Abbett product. 

• Despite heightened uncertainty and market volatility, global equity markets largely generated strong returns as the MSCI 

World Index returned 7.9%. Emerging Markets, as measured by the MSCI Emerging Markets Index, returned 4.0% 

during the quarter and underperformed developed equity markets. Globally, growth stocks1 outperformed their value2 

oriented counterparts (15.2% vs 1.1%, respectively) during the period. 

• In the U.S., the turmoil in the regional banking industry dominated headlines throughout March as an accelerated deposit 

flight resulted in the regulatory shutdowns of Silicon Valley Bank and Signature Bank. In response, the U.S. Federal 

Reserve (Fed), Federal Deposit Insurance Corporation (FDIC), and U.S. Treasury stepped in to backstop all depositors 

at the failed banks to help quell contagion fears, though bank stocks remained under close scrutiny for the remainder 

of the month while government officials began the debate about whether current regulatory oversight is sufficient and 

whether FDIC limits should be increased. This culminated in a 25bp interest rate hike and softened statement language 

about possible future hikes from the Federal Open Market Committee (FOMC) despite some analysts expecting them 

to hold or even cut rates. The Fed’s new dot plot showed median policymaker rate expectations just north of 5% by 

year's end (unchanged from December), with Powell saying participants are not generally expecting rate cuts this year, 

noting that the labor market remains too tight.3 

• In the Eurozone, indicators of economic activity mostly surprised to the upside over the quarter. According to preliminary 

estimates, the S&P Global Eurozone Composite PMI improved to 54.1 in March, up from 52 in the previous month and 

above market forecasts – pointing to the strongest expansion of business activity since May 2022. Growth within the 

services sector accelerated to a 10-month high, offsetting the contraction within manufacturing production. Consumer 

sentiment edged slightly lower, though remains near the highest level seen in more than a year. According to preliminary 

reports, Eurozone inflation eased to 6.9% in March, the lowest level since February 2022 and better than consensus 

forecasts. Notably, energy prices fell 0.9% year over year, the first decline in two years, while prices of non-energy 

industrial goods increased at a softer pace. The European Central Bank (ECB) raised interest rates by 50bps to 3.5% 

in March, further pushing borrowing costs to the highest level since late 2008. Policymakers also spoke to the resilience 

of the banking sector, making note of the sector’s strong capital and liquidity positions. The central bank also mentioned 

that they were monitoring current market tensions closely, ready to respond as necessary to preserve price stability and 

maintain financial stability in the region. The ECB now sees inflation averaging 5.3% in 2023, 2.9% in 2024, and 2.1% 

in 2025.4 

• In China, economic data was mostly mixed over the period. The Caixin China General Manufacturing PMI unexpectedly 

fell to 50.0 in March, down from February's 8-month peak of 51.6 and missing market forecasts. The lower result 

emphasized increasing doubts regarding the strength of Chinese reopening momentum amid ongoing turmoil within the 
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property sector and global financial uncertainty. Both output and new orders rose at softer paces while foreign sales 

and employment fell. Meanwhile, buying activity rose modestly for the second month. Business sentiment remained 

largely upbeat, although the reading hit its lowest level in three months. China's annual inflation rate fell to 1.0% in 

February from 2.1% in the prior month, missing market forecasts of 1.9%. This was the weakest print since February 

2022, with prices of both food and non-food easing sharply, the seventh straight month at March fixing, which was 

widely expected, as the central bank continued to strike a balance as consumers stayed cautious despite the removal 

of zero-COVID policy. On the monetary front, the People's Bank of China left its key lending rates unchanged for 

between shoring up a COVID-hit economy and curbing a further fall in the yuan.4 

• In Japan, inflation fell to 3.3% y/y in February, down from January’s 41-year high of 4.3% and the lowest level since 

September. Notably, the prices of fuel, light, and water fell 0.3%, the first decrease since May 2021, driven primarily by 

a decrease in the prices of electricity and gas. The Core Consumer Price Index increased 3.1% y/y, the smallest 

increase in 5 months, matching forecasts but above the Bank of Japan's 2% target for the 11th straight month. However, 

on a monthly basis, consumer prices declined by 0.6% in February, the first fall since October 2021. Manufacturing PMI 

increased to 49.2 in March from 47.7 in February, the fifth straight month of contraction in the sector but the softest 

pace in sequence, as both output and new orders shrank at the softest pace in five months. The Bank of Japan (BoJ) 

kept its key short-term interest rate unchanged at -0.1% during its March meeting by a unanimous vote. The central 

bank also made no tweaks to yield curve control. The BoJ reiterated it would take extra easing measures if needed 

while expecting short-and long-term policy interest rates to stay at their present or lower levels.4 

PORTFOLIO REVIEW  

• The Fund returned 8.73%, reflecting performance at the net asset value (NAV) of Class I shares with all distributions 

reinvested for the quarter ended March 31, 2023. The Fund’s benchmark, the S&P Developed Ex-U.S. Small Cap 

Index5, returned 6.57% during the same period.  

• The Fund’s outperformance over the quarter was primarily driven by security selection, with the largest contributors 

from the Health Care, Consumer Discretionary, and Industrials sectors. Within Health Care, the Fund’s position in 

Gerresheimer AG (1.8%), a Germany-based manufacturer of packaging products for medication and drug delivery 

devices, was the largest individual contributor to relative performance over the period. Gerresheimer is a stock that we 

have owned in the Fund for multiple years. They have benefitted from the rapid growth of the anti-obesity drug market 

in recent quarters and we believe this can become a much more meaningful portion of their business moving forward.  

• As mentioned above, security selection within the Consumer Discretionary sector also contributed to relative 

performance over the period. Leading the way was the Fund’s position in Brunello Cucinelli S.P.A. (1.5%), an Italian 

luxury fashion brand. Brunello Cucinelli has continued to benefit from a strong environment in luxury spend, as well as 

its strong brand and pricing power. They have also continued to benefit from China reopening their economy as tourism 

begins to recover. As a result, they have revised their forward earnings guidance up multiple times in recent months. 

• Conversely, security selection within the Financials sector detracted from relative performance over the period.  

Specifically, the Fund’s position in BAWAG Group AG (1.1%), a provider of private and commercial banking services 

across Western Europe, weighed on relative performance. As a mid-sized bank, the stock experienced increased 

volatility amid the turmoil within the banking industry and the general flight of banking deposits given the higher interest 

rate environment. However, we believe BAWAG will be able to endure through these recent headwinds as the company 

possesses significant excess capital, a strong balance sheet, and a stable deposit base. 

• Security selection within the Information Technology sector was also a notable drag on relative performance. Within the 

sector, shares of Spirent Communications PLC (0.5%), a U.K.-based provider of automated testing and assurance 

solutions, detracted from performance. Shares of the stock fell over the period as the company reported quarterly 

earnings results that came in below expectations. We subsequently exited the position following the report. 

For informational purposes only, the specific investments shown represent only the top contributors and detractors for the relevant performance time 

period.  The selection criteria used to determine the top contributors and detractors remains the same across performance measurement periods. 
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PORTFOLIO POSITIONING AND OUTLOOK 

• We still place most of our focus on individual companies and key themes we derive from intensive company research. 

Looking ahead, we remain optimistic on the outlook for a broad, gradual European recovery as energy concerns 

continue to abate. We also remain optimistic on the continuation of China’s economic reopening process as it is 

expected to positively impact both local and regional economies. 

• With that said, there are risks still abound; most notably, the uncertainty coming from rate hikes to address inflation and 

the continued risks from war in Europe, even if things may be getting “less bad” on a relative basis. Therefore, we have 

reduced risk where prudent, reeling in many of the portfolio’s active sector weights, understanding that the macro 

backdrop remains, at minimum, uncertain. Unlike some of the recent recoveries from economic and market downturns 

(e.g., 2003, 2009, 2020), it appears less likely that there will be a global coordinated stimulus from fiscal and monetary 

authorities, meaning that a powerful beta/junk rally is also less likely. Instead, as the current bear market ends and a 

new bull market takes shape, it will likely be quality metrics, such as strong return on equity and healthy balance sheets, 

along with long-term competitive advantages and pricing power, that prove to be key factors in which companies 

outperform. As a result, the portfolio has been tilted towards these types of resilient quality names, looking to preserve 

capital and manage risk-reward tradeoffs. 

• From a positioning standpoint, the most notable shift in composition over the quarter was a reduction in Japanese 

banks. Coming into the quarter, we had been increasing exposure to this area following the Bank of Japan’s surprise 

decision to widen the band around its 10-year yield target, a move that will allow long-term rates to rise more. However, 

as interest rates have started to show signs of peaking and the potential for an easing of global monetary policy has 

come into focus, we took down our exposure to Japanese banks and largely redeployed those assets into real estate, 

an area of the market that should benefit more in a lower rate environment. 

• Lastly, international small cap stocks have largely underperformed their larger capitalized counterparts for much for the 

last year. However, it should be noted that the relationship between small cap and large cap performance is very 

correlated to the direction of credit spreads and we have begun to see spreads contract despite recessionary concerns. 

That said, as global central banks near the end of their tightening cycle and financial conditions start to become more 

accommodating, we believe this could create a great backdrop for international small cap stocks. 
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Performance as of 03/31/2023 

 1Q23 YTD 1 Year 3 Years 5 Years 10 Years 

Net Asset Value – Class I 8.73% 8.73% -3.83% 14.76% 0.63% 5.43% 

S&P Developed Ex-U.S. Small Cap Index 6.57 6.57 -8.90 13.70 1.47 5.86 

Morningstar Foreign Small/Mid Blend5 7.20 7.20 -6.70 14.01 1.23 5.28 

Expense Ratios: 1.01% 

Performance data quoted reflect past performance and are no guarantee of future results. Current performance may be higher or lower than 

the performance quoted. The investment return and principal value of an investment in the Fund will fluctuate so that shares, on any given 

day or when redeemed, may be worth more or less than their original cost. You can obtain performance data current to the most recent 

month end by calling Lord Abbett at (888) 522-2388 or referring to our website at lordabbett.com. 

1As represented by the MSCI World Growth Index as of 03/31/23. 

2As represented by the MSCI World Value Index as of 03/31/23. 

3Factset 

4Trading Economics 

5The S&P Developed ex US Small Cap Index measures the performance of the small-cap segment of global developed equity markets, excluding the 

United States, ranked by total market capitalization. 

6Morningstar Foreign Small/Mid Blend: Foreign small/mid-blend portfolios invest in a variety of international stocks that are smaller. These portfolios 

primarily invest in stocks that fall in the bottom 30% of each economically integrated market (such as Europe or Asia ex-Japan). The blend style is assigned 

to portfolios where neither growth nor value characteristics predominate. These portfolios typically will have less than 20% of assets invested in U.S. 

stocks. 

A Note about Risk: The Fund invests primarily in foreign small and mid-cap company stocks, which tend to be more volatile and less liquid than U.S. or 

large cap company stocks. Foreign securities generally pose greater risks than domestic securities, including greater price fluctuations and higher 

transaction costs.  Foreign investments may be affected by changes in currency rates or currency controls.  With respect to certain foreign countries, there 

is a possibility of nationalization, expropriation or confiscatory taxation, imposition of withholding or other taxes, and political or social instability that could 

affect investments in those countries.  These risks can be greater in the case of emerging country securities.  Small and mid-cap companies may have 

more limited product lines, markets, or financial resources and typically experience a higher risk of failure than large cap companies.  The Fund is subject 

to the risks associated with derivatives, which may be different from and greater than the risks associated with investing directly in securities and other 

investments.  These factors can affect Fund performance. 

The Fund’s portfolio is actively managed and is subject to change. 

The portfolio weights shown in parenthesis in the Portfolio Review & Positioning section are based on the average portfolio weight during the quarter for 

each security. 

The performance table above is based on Class I shares. Average Annual Total Returns are based on changes in the net asset value and assume 

reinvestment of all distributions, and do not reflect deduction of any front-end sales charges which are not applicable for Class I shares. Returns for less 

than one year are not annualized. 

Indexes are unmanaged, do not reflect the deduction of fees or expenses, and are not available for direct investment. 

MSCI Index information: MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI 

data contained herein. The MSCI data may not be further redistributed or used as a basis for other indices or any securities or financial products. This 

report is not approved, reviewed or produced by MSCI. 

The views and information discussed in this commentary are as of March 31, 2023, are subject to change, and may not reflect the views of the firm as a 

whole. The views expressed in market commentaries are at a specific point in time, are opinions only, and should not be relied upon as a forecast, 

research, or investment advice regarding a particular investment or the markets in general.  
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The information provided is not directed at any investor or category of investors and is provided solely as general information about Lord Abbett’s products 

and services and to otherwise provide general investment education.  None of the information provided should be regarded as a suggestion to engage in 

or refrain from any investment-related course of action as neither Lord Abbett nor its affiliates are undertaking to provide impartial investment advice, act 

as an impartial adviser, or give advice in a fiduciary capacity. If you are an individual retirement investor, contact your financial advisor or other fiduciary 

about whether any given investment idea, strategy, product or service may be appropriate for your circumstances. 

Investors should carefully consider the investment objectives, risks, charges, and expenses of the Lord Abbett Funds. This and other important 

information is contained in the fund's summary prospectus and/or prospectus. To obtain a prospectus or summary prospectus on any Lord 

Abbett mutual fund, contact your investment professional, Lord Abbett Distributor LLC at (888) 522-2388 or visit us at lordabbett.com. Read the 

prospectus carefully before you invest. 

NOT FDIC INSURED-NO BANK GUARANTEE-MAY LOSE VALUE 


