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OVERVIEW

GMO launched the Equity Dislocation Strategy in October 2020 to take advantage of
an extraordinarily wide valuation spread between Value and Growth stocks. In this
webcast, Ben Inker, Simon Harris, and Catherine LeGraw review performance and
discuss the Strategy’s implementation, its fit in client portfolios, the current enticing
opportunity set, and why the Strategy remains the biggest single position in our
unconstrained portfolios today.

KEY POINTS

Equity Dislocation delivered compelling returns during the periods of Value
outperformance in late 2020 and early 2021. While the Strategy gave back some
early gains as Growth once again came into favor, disciplined implementation
decisions have enabled it to meaningfully outperform a naive long Value/short
Growth construction.

= The Strategy’s implementation focuses exposure on the most misvalued stocks
using GMO’s proprietary Price to Fair Value and Economic Book Value research.

= Country, sector, and individual position weights are carefully controlled to limit
idiosyncratic risk in the portfolio.

= Clients have implemented this Strategy both as a hedge for venture capital and
Growth equity exposure as well as a compelling stand-alone return opportunity.

= We believe the opportunity is still incredibly strong. If relative valuations revert to
long-term average levels, a long global Value, short global Growth portfolio could
generate strong absolute returns.
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RELATED STRATEGIES

Please click on the links below to access strategies related to this event.

= GMO Equity Dislocation Strategy
= GMO Benchmark Free Allocation Strategy

RELATED THOUGHT LEADERSHIP

Please click on the links below to access thought leadership related to this event.

= GMO 2Q 2021 Quarterly Letter
= GMO 3Q 2020 Quarterly Letter

= Value Traps vs. Growth Traps

= Growth Bubble: Making Money on Companies That Make No Money

= The Engine Behind Equity Dislocation
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https://www.gmo.com/americas/product-index-page/alternatives/equity-dislocation-strategy/
https://www.gmo.com/americas/product-index-page/multi-asset-class/benchmark-free-allocation-strategy/
https://www.gmo.com/americas/research-library/2q-2021-gmo-quarterly-letter/
https://www.gmo.com/americas/research-library/3q-2020-gmo-quarterly-letter/
https://www.gmo.com/americas/research-library/value-traps-vs.-growth-traps/
https://www.gmo.com/americas/research-library/growth-bubble-making-money-on-companies-that-make-no-money/
https://www.gmo.com/americas/2021-gmo-conference-sessions/the-engine-behind-equity-dislocation/

