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Performance Highlights 
In the third quarter of 2025, the Neuberger Berman Quality Equity Portfolio (the “Portfolio”) posted a positive return but 
lagged its benchmark the S&P 500® Index (“S&P500”).  

Portfolio Review 
 
In 3Q2025, despite concerns around the economy (as jobs data 
was revised lower), the S&P 500 Index continued its rally, 
hitting fresh highs on the back of the artificial intelligence 
(“AI”) boom and a long-awaited cut from the U.S. central bank 
– the Federal Reserve (“the Fed”).  S&P500 rose 8.1%, fueled 
by record high trading volumes in unprofitable stocks, and 
penny stocks. The most actively traded stocks included most of 
the Magnificent 71 along with companies involved in digital 
assets and quantum computing2.  
 
Year-to-date, underpinned by our high-quality investment 
process and philosophy, we aim to protect capital on the 
downside while participating on the upside. Overall, year-to-
date through 3Q25, the Portfolio has delivered 10.1% gross 
(7.7% net). Over one year, as of 3Q25, the Portfolio has 
delivered 13.1% gross (9.8% net) and 24.6% gross (21.0% 
net) annualized gross and net over three years.  
 
Growth continued to markedly lead value, outperforming by 
more than 5% (Russell 1000 Growth Index was up 10.5% vs. 
Russell 1000 Value Index +5.3%) in 3Q driven by non-profitable 
tech outperforming big tech by more than 16%. The Dow 
Jones Industrial Average (+5.7%) Index underperformed the 
S&P 500 (8.1%) in 3Q, a sign that market gains may be driven 
by a narrow cohort of high‑beta, growth names rather than 
broad, cyclically anchored leadership. The Dow’s 
price‑weighted, industrial- and value‑tilted composition typically 
benefits when risk appetite is balanced and fundamentals 
across sectors are improving. When the Dow lags while the S&P 
500 Index advances, it implies multiple expansion without 
commensurate earnings breadth, and a preference for 
momentum over quality and cash flow.  
 

Fundamentals of our holdings remain strong, but multiples 
compressed as quality fell out of favor. We believe that a 
disciplined approach is warranted, given the increasingly 
speculative nature of growth and thematic areas of the market 
relative to sound but “old economy” businesses. 
 
Our conservative positioning in Information Technology 
detracted 4.2% from relative performance. We do not currently 
own Nvidia, but we do have meaningful exposure to several 
companies that benefit from the trends of AI, including Arista 
Networks and Applied Materials, which we viewed as stalwart 
AI infrastructure enablers, as well as hyper-scalers Amazon, 
Microsoft, and Alphabet.  
 
The Consumer Discretionary sector followed, detracting ~1% 
from relative performance. The Healthcare sector oscillated 
from being the biggest contributor in 2Q to detracting 58bps 
from relative performance in 3Q. The Portfolio predominantly 
has services exposure in the sector, which appears less 
vulnerable to tariff risks than pharmaceutical manufacturers.  
 
Communication Services, led by Alphabet, was the biggest 
contributor to relative performance, adding 1.8%. 
 
Market Context 
 
The Fed cut the federal funds rate by 25 basis points at its 
September 2025 meeting, citing a moderation in labor-market 
momentum. Chair Powell framed the move as risk 
management: payroll gains had decelerated—holding below 
100,000 per month for several months—and the 
unemployment rate drifted higher, signaling cooler demand. 
With that backdrop, the Fed did warn about elevated 
inflationary pressures due to the tariffs' pass-through that is yet 
to come - core inflation measures consumer price index (“CPI”) 

* Prior to July 28, 2025, the Neuberger Berman Quality Equity Fund was known as the Neuberger Berman Sustainable Equity Fund. 
1 Made of the companies: Alphabet, Amazon, Apple, Meta Platforms, Microsoft, Nvidia, Tesla 
2 Goldman Sachs Portfolio Strategy Research: US Macroscope: Speculative trading activity adds fuel to narrow-breadth short squeeze, 24th July 2025 
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and personal consumption expenditures (“PCE”) - stayed above 
2%) and warranted a still‑restrictive monetary policy stance.  
 
As economic data remained mixed throughout the quarter, 10 
year yields, which we consider a barometer for the economy, 
dropped towards 4% with that handle providing a floor and 
ended the quarter at 4.15% (in 2Q yields ended at 4.3%, little 
changed from 4.2% at the end of 1Q), a real yield (after 
inflation) of 1.33% as of August 2025. 
 
Equity markets, driven by the low-quality bucket, rallied, 
recording its strongest 3Q since 2020. The S&P 500 Index was 
+8.1% on a total return basis, leading bonds (investment grade 
corporates +2.6%, L/T Treasuries +2.5%), cash (+1.1%), and 
ex-US equities (+8.0% in local currency / +7.0% in USD). Gold 
(+16.4%) was the best-performing asset class, recording 
11.6% return in September 2025. - its best month since 
November 2009.  
 
The leadership of gold, small caps and technology, media, and 
telecommunication (“TMT”) in 3Q was an unusual trio: 
historically (since 1989) gold has had a close-to-zero correlation 
with those asset classes. The S&P 500 was +3.6% in 
September, leading other asset classes except gold and 
performing in-line with ex-US equities (+3.7% in local currency 
/ +3.6% in USD), which were led by Emerging Markets. 
 
All sectors except Staples (-2.4%) saw positive total returns in 
3Q, led by TMT (Tech +13.2%, Communication Services 
+12.0%) - the two sectors which also saw the best 
performance in September (+7.2% and +5.6%).  
 
Despite signs of broadening in August, breadth was narrow: 
Consumer Discretionary (+9.5%) was the only other sector 
besides TMT that outperformed during the quarter.  
 
For the quarter, small caps (+12.4%) outperformed both mid 
(+5.3%) and large caps (+8.0%), with support from Fed cuts, 
recovering earnings growth and a more positive regime 
backdrop. Within small caps, while Value lagged Growth in 
September (+2.0% vs. +4.2%), Value edged out Growth in 3Q 
(+12.6% vs. +12.2%), making small cap value the best 
performing size/style box for the quarter, a reflection of the 
“risk on” market environment (while large cap growth still 
leads year to date).  

In terms of earnings, the economic uncertainty has led to 
reduced earnings growth expectations for 2025, with 
continued negative revisions likely. As compared to +10% in 
2024 (S&P 500 Index bottom-up consensus), consensus 2025 
earnings growth of 9% is expected to be led by Infotech, 
Communication Services, and Health Care.  
 
Overall, the markets and economic backdrop remain uncertain. 
Abrupt market rotations highlight the challenges of having a 
narrow factor-driven or style box-centric investment approach, 
relative to the advantages of our through-cycle, bottom-up, 
fundamental approach, which we believe has the potential to 
deliver alpha across different market regimes.  
 
Through a market cycle, stocks may evolve in style—for 
example, graduating from value to growth—which we believe 
favors the flexibility and breadth of our core approach. As such, 
we believe investing in the large-cap core style over a market 
cycle is advantageous because it provides an opportunity set of 
high-quality companies that span the market, avoids the perils 
of market timing, and offers a balanced, integrated approach 
to portfolio construction. Attempting to replicate the 
core/blend by combining growth and value introduces 
complexity, inefficiencies, mechanical index construction 
constraints, and market timing risks that can detract from long-
term investment outcomes. We believe this is a notable risk in 
the current market, given the extreme divergence between 
value and growth returns. We note the recent move away from 
market capitalization-weighted rules to a capping of Russell 
1000 Growth indices as an example of mechanical pitfalls to 
style-box investing. 
 
As disciplined fundamental investors, we remain committed to 
our investment philosophy and process of seeking to invest in 
high-quality companies across the growth–value spectrum with 
robust financial metrics (including strong profitability, pricing 
power, and low debt) while embracing an ownership mindset3 
and a sustainability lens to identify long-term durable 
compounders4. 
 
 
 
 
 
 

3 Through our ownership lens we focus on a business's Customers, Employees, Suppliers, Community, Regulators, Creditors and Shareholders. The objective of our 
ownership and stakeholder analysis is to identify businesses with deep competitive moats and strong stakeholder relationships with the objective of driving long-term 
shareholder value. This framework for “Ownership Lens”, analysis and engagement reflects the portfolio managers' philosophy and process. 
 
4 Companies that the team believes as per the team’s investment process and philosophy would deliver shareholder value/ returns over the investment time frame of 
the team, which is 3-5+ years. 
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BEST AND WORST PERFORMERS FOR THE QUARTER1 

Best Performers Worst Performers 

Alphabet Kyndryl 

Interactive Brokers GoDaddy 

Arista Fiserv 

1Reflects the best and worst performers for the quarter, in descending order, based on 
individual security performance and portfolio weighting. Information is based upon a 
composite account and additional information regarding the performance contribution 
calculation methodology is available upon request. Specific securities identified and 
described do not represent all of the securities purchased, sold or recommended for 
advisory clients. It should not be assumed that any investments in securities identified 
and described were or will be profitable. 

The three best performers in the Portfolio were:  
 
Alphabet is a technology holding company whose largest asset 
is Google, a global leader in search and digital advertising, 
which provides ubiquitous access to the world’s information, 
unlocking positive benefits for stakeholders and shareholders. 
In 2024 alone, Google Search, Play, Cloud, YouTube, and other 
services helped provide more than $850B in economic activity 
for millions of American businesses, nonprofits, publishers, 
creators, and developers. Android apps have helped create over 
2M jobs, and YouTube’s creative ecosystem supports another 
425,000 jobs. The Company was the biggest contributor to 
performance during the quarter. In addition to very strong 
results (Search and YouTube grew double-digits, with paid 
search growth accelerating sequentially and commercial search 
queries increasing year over year; the Cloud business also 
posted very strong growth of over 30% year on year and saw 
improved profitability despite the increase in depreciation). 
Google continues a strong pace of innovation in AI, and 
importantly, received the ruling on the remedies for the 
Department Of Justice antitrust case against Search, which was 
well received by investors as it did not seek any structural 
remedies and appears to remove a significant source of investor 
uncertainty. 
 
Interactive Brokers provides low-cost customer-oriented 
brokerage services, enabling customer success. The stock was 
one of the best performers during the quarter on the back of 
strong earnings and healthy capital markets activity.  Given the 
functionality and low cost to trade offered on the platform the 
company continues to attract new customers. Trading activity 
was above expectations, with daily average revenue trades 
growing an exceptional +47% year on year in September and 
+33% year on year in 3Q 2025. Margin balances and client 
equity were also strong at +39% year on year and 40% year on 
year, respectively, in September, which points to upward 
revisions of 3Q 2025 EPS estimates.  Account growth remained 

healthy at 32% year on year (+1 million accounts year on year) 
despite the headwind of a previously disclosed introduction 
broker withdrawal (38k accounts). Lower interest rates are a 
headwind to Interactive’s float income, but we believe the firm 
will continue to benefit from best-in-class execution and 
analytic services, a robust suite of tools, and customization 
capabilities, commanding industry-leading margins. We believe 
the firm's commitment to industry-leading low costs and 
excellence in service will continue to provide the business with 
an economic moat, which we look for when investing. 
 
Arista Networks designs and manufactures advanced 
networking hardware and software that underpins the 
backbone of cloud computing. Their scalable architecture and 
single operating system drive lower total cost of ownership for 
customers. According to the CEO  - “…as we grow and evolve 
there are some things that remain constant, such as the set of 
core value we call the Arista Way. This is centered around one 
key principle: always do the right thing for customers, partners, 
employees, and shareholders. We will maintain our focus on 
reducing our carbon footprint while building cloud networks 
that further enable distributed workspaces around the world. 
These tenets continue to be the driving force for the decisions 
we make, as the company evolves to Arista 2.0 and beyond.”  
Roughly half of the company’s revenue comes from enabling 
the cloud. Arista delivered very strong results with revenues 
+30% year on year, with the growth rate accelerating 
sequentially (gross margin and EPS also above the high end of 
consensus). In addition, Arista raised the full-year revenue 
guidance from 17% to 25%, indicating strength all around - in 
AI, Cloud, and enterprise 
 
The three worst performers in the Portfolio were:  

Kyndryl was spun off from IBM in 2021, and is the largest and 
in our view is best on premise / mainframe infrastructure IT 
service company. The spin off from IBM allows Kyndryl to serve 
a broader customer base that utilizes all hyperscaler technology 
instead of just IBM. Kyndryl’s spin off and transformation from 
an IBM captive business model, to an open-architecture 
approach of working with all technology vendors to provide 
value to customers, is an example of stakeholder realignment 
driving value for shareholders. Kyndryl was a significant 
underperformer during the quarter, declining -28%. The 
company reported a beat on earnings before interest, tax, 
depreciation, and amortization (“EBITDA”) and earnings per 
share (“EPS”) but missed on sales expectations. The stock 
reacted very poorly to the possible pushout of revenues as FY 
2026 was supposed to be a topline growth year. However, 
management indicated that they continue to have very strong 
visibility into new customer contracts and run off of existing, 
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unattractive low margin contracts, which is expected to drive 
improved profitability. Management confirmed its initial 
expectations of top line growth in FY 2026.  In addition, the IT 
sector in general has been under pressure from multiple macro 
headwinds: 1. fears that AI would reduce the need for as many 
consultants and 2. the H1B Visa Fee would further negatively 
impact the industry. However, Kyndryl does not run a “body 
shop” model where revenues are dependent on the number of 
consultants being billed. Instead, Kyndryl has a scarce and 
highly skilled workforce that can run legacy mainframes where 
the company and its stakeholders benefit from being more 
efficient and lower cost. Kyndryl in our view is the leading IT 
company that is helping companies transition from legacy on-
premise mainframe compute to a hybrid, cloud environment.  
 
GoDaddy, is an internet infrastructure gateway for individuals 
and small businesses, covering the full spectrum of the online 
presence, which includes domain registration, hosting, website 
design and creation, and payments/ecommerce. The stock 
underperformed despite posting a slight beat and raise quarter. 
Some negatives included slightly below expectations in terms of 
A&C bookings growth (attributed to toughest comps during 
the year) and total customer count growth (down low single 
digit, due to residual pressure from elimination of deep 
discounts as those customers came up for renewal; average 
revenue per user growth, however, was strong). We believe the 
main overhang, though, is the debate on how AI will impact 
the business. The company is getting traction from their own AI 
offerings, and it is not just about generating a website, but on 
providing the full integration as well as support to a generally 
less tech-savvy microbusiness customer base. We believe that 
the Company’s valuation is attractive: at the low end of 2025 
guidance, the stock is trading at 8% free cash flow (FCF) yield 
with guidance of high–double-digit growth in FCF yield—
pairing strong compounding with an attractive entry price. 
 
Fiserv, a global provider of financial services technology and 
payments, underperformed as investor focus centered on 
Clover, its cloud-based operating system for small businesses. 
The Company was one of the biggest detractors in 3Q.  Clover 
processed year on year volume growth of 8% versus 
expectations and decelerating from 14% in 4Q24, reigniting 
worries about a potential structural slowdown rather than just 
temporary noise. Management has noted one-off headwinds 
(2024 leap-year base effects, Easter timing, and a payment 
gateway conversion expected to linger through mid-year 2026), 
but the burden of proof now sits with an inflection in the back 
half. Into the Q3 print, we see rising risk of a guidance reset as 
consensus embeds a relatively swift re-acceleration in Clover 
while macro small-business spend remains mixed. The broader 

payments complex has also underperformed, amplifying 
multiple compression. Despite this, we view valuation as 
undemanding for a franchise with diversified cash flows—over 
half of operating income stems from the highly stable recurring 
Financial Institutions segment—and a long history of 
low‑double‑digit EPS compounding. We continue to expect 
LDD EPS growth supported by cross-sell, operating leverage, 
and disciplined capital allocation, with potential upside if Clover 
stabilization improves sentiment and the sector backdrop 
normalizes. 
 
There were no new additions or full exits from the portfolio in 
2Q.  
 
In the third quarter, we added DaVita to our portfolio, 
recognizing its strong positioning within the healthcare sector 
and its ability to deliver consistent, defensive returns. DaVita 
operates in a highly concentrated market, providing essential 
dialysis services to patients with end-stage kidney disease—a 
service characterized by high demand inelasticity given the 
limited alternatives of transplant or severe health consequences. 
While patient flow was disrupted during the COVID-19 
pandemic due to elevated mortality rates among its patient 
population, management expects normalization over time. 
Operationally, DaVita has demonstrated strong execution, with 
a clear focus on improving profitability in key initiatives such as 
its international operations and value-based care programs 
aimed at better coordination of care. Additionally, the company 
has a disciplined approach to capital allocation, including a 
history of meaningful share buybacks, which further enhances 
shareholder value. At its current valuation, DaVita trades at a 
near double-digit free cash flow yield, offering what we believe 
is an attractive entry point into a defensive business that is 
largely insulated from geopolitical and tariff risks. These factors, 
combined with the essential nature of its services, position 
DaVita as a compelling long-term investment in the portfolio. 
 
In the third quarter of 2025, we initiated a new investment in 
Capital One Financial (“COF”), a leading digital-first bank 
with a peer-leading cloud-native platform that provides a 
distinct competitive advantage. COF’s innovative digital 
business model enables unmatched pricing power, offering 
checking accounts with no overdraft fees or minimums, 
alongside some of the most competitive savings rates in the 
market. This asset-light model enhances operating leverage, 
positioning the company to achieve earnings per share (EPS) 
growth faster than revenue growth. COF’s disciplined 
underwriting and prudent risk management—evident in actions 
such as stepping back from inflated auto loans in late 2022—
support its ability to navigate varying credit profiles while 
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strategically migrating its loan mix toward lower-risk assets. In 
our opinion, COF is well positioned to deliver long-term high-
single-digit to low-double-digit earnings-per-share (EPS) 
growth.  
 
Additionally, there is significant upside potential if the proposed 
Capital One/Discover deal closes, as the market has yet to price 
in the potential for a valuation re-rating. While there are risks, 
including credit exposure and regulatory changes to late fees, 
we believe Capital One’s strong fundamentals, disciplined 
execution, and innovative platform, along with the potential to 
realize synergies if the Discover deal closes, make it a 
compelling investment. 
 
We added T.J. Maxx to the Portfolio in the #Q. T.J. Maxx is the 
largest off-price retailer of apparel and home fashions in the 
U.S. and worldwide.  TJX's mission to deliver great value to 
customers everyday positions it as a structural growth story 
with sustainable competitive advantages. This is driven by its 
unique vendor relationships and flexible store model, which 
cater to the customer's need for low-priced, high-quality 
merchandise. TJX has become an essential outlet for 
manufacturers to clear inventory, thanks to its unparalleled 
buying organization that benefits sellers' cash flow and allows 
TJX to offer attractive value to customers. As a leader in the off-
price channel, TJX is well-positioned to gain market share and 
increase profitability over the long term. The company's robust 
same-store sales growth underscores the durability of its model 
and sustained relevance to consumers. Looking ahead, TJX is 
expected to achieve steady long-term mid-single-digit revenue 
growth, driven by mid-single-digit to low-single-digit same-
store sales and low-single-digit to mid-single-digit store count 
growth, along with high-single-digit to low-double-digit 
earnings per share growth.  
 
TJX's business strategy emphasizes talent development and 
internal promotions, which help to deepen its competitive 
moat. Developing talent and championing culture are global 
business priorities, with 58% of managerial positions in stores 
and field offices filled internally. The company has enhanced 
leadership training and courses for newly hired and recently 
promoted leaders. TJX's long-tenured management team 
remains focused on the company's mission to deliver great 
value to customers every day. Additionally, the company is 
committed to its stakeholders by focusing on reducing 
emissions, achieving a 29% reduction from the 2017 baseline, 
and responsible sourcing, with plans to phase out PVC by 
2025. 
 

We added Trane Technologies to the Strategy in 3Q. Trane is 
a deeply focused, pure play HVACR (heating, ventilation, air 
conditioning and refrigeration) company and is widely 
considered the best-in-class leader in the industry. Trane sells 
the latest energy efficient technology that provides tangible 
returns on earnings (ROI) through immediate cost savings to its 
customers. As an engineering and R&D focused organization at 
its core, its culture allows the company to continually adapt and 
develop sustainable products that are compliant with ever-
changing environmental regulations. In addition, Trane is 
targeting to reduce its customer carbon footprint by 1 billion 
Gigatons of CO2 by 2030. 
 
In terms of financial performance, Trane’s 3-year 12% organic 
sales growth rate has been superior to its peers, who have only 
grown at MSD growth rates over the same time period. Its 
commitment to R&D, new products, and highly valuable service 
/ maintenance business will enable growth to continue as more 
efficient / connected technology commands higher prices. 
 
As a result of its high product quality & superior management, 
Trane has best-in-class profitability out of its peer group on 
nearly every metric - margins, cash flow, return on invested 
capital (ROICs), employee efficiency – Trane reinvests this extra 
profitability into back into innovation which creates a positive 
flywheel.  
 
Unlike its peers, Trane does not pursue low-value market share 
deals and instead makes acquisitions around new technologies 
to reduce development time. Quick integration allows Trane to 
stay ahead of any regulatory / technology curve.  
 
Furthermore, CEO Dave Regnery has a strong track record of 
execution as he has prioritized maintaining a culture of people-
first and continuous innovation. In addition, Regnery is also 
relentlessly focused on cutting costs and flattening the 
organization to drive maximum performance/efficiency. Also, in 
the HVACR-focused players, Trane is the only Company that 
has sustainability related metrics integrated into its executive 
compensation. 
 
From our ownership lens, one of the keys to success for Trane 
has been its strong human capital relationships. The company 
invests significantly in its employees by educating and training 
them better than its competitors. In addition, Trane’s 
employees are paid above industry average, enabling better 
production / efficiency. Trane only has 9% employee churn and 
less than 5% employee churn of “key employees.” 
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We exited Costco during the quarter. The rationale was 
valuation, we believe the stock left little room for error in terms 
of execution. In our fundamental assessment, the multiple was 
stretched despite strong Company fundamentals.   
 
We exited Danaher in 3Q as the Company’s transformation 
from an industrial portfolio to a pure healthcare portfolio was 
complete. While we still like the bioprocessing space, we 
believe policy uncertainty will continue to weigh on the 
Company and the healthcare sector in the medium term. Based 
on rich valuation in our view combined with changing 
fundamental dynamics of the Company, along with limited 
visibility in the US and in China, we decided to exit our position. 
 
Engagement & Stewardship 

Our Quality Ownership philosophy emphasizes engagement 
and stewardship, fostering meaningful dialogues with company 
managements to manage material risks and opportunities. 
These engagements and efforts give us insights into a 
company’s management, governance, and accountability, 
enabling us to build a high conviction portfolio, ultimately 
driving shareholder value over the long-term. 

To drive shareholder value in our engagements, we have 
emphasized four key areas: 1) Resource Efficiency 2) Human 
Capital Leadership 3) Product Leadership and 4) Governance. 

After wrapping up a robust proxy voting season in 2Q, we 
participated in a number of multi-stakeholder convenings. The 
flagship conference was Climate Week NYC, hosted by the 
Climate Group, an international non-profit. Climate Week NYC 
organized over 1,000 events in NYC, with a renewed sense of 
pragmatic optimism for how the energy transition continues to 
make progress both in the US and globally. 

We believe that climate-awareness and proactive transition 
planning is synonymous with resource efficiency and 
operational excellence, and therefore a key component to our 
focus on high quality business practices.    

Similar to previous years, we actively participated in Climate 
Week. Through panel discussions, senior leadership meetings, 
working groups, and networking opportunities, we had a rare 
opportunity to meet with geographically diverse leaders in the 
sustainability universe.  

We engaged in both corporate-led events and investor-focused 
sessions, with activities spread across NYC. We hosted and 
sponsored a Climate Week event with Ceres, Interfaith Center 

on Corporate Responsibility (“ICCR”), and the Center for 
Climate and Energy Solutions to align investor expectations for 
the energy transition. The session shared lessons from 
transition‑plan engagements, highlighted common barriers and 
practical tools (including updated Transition Plan Index use 
cases), and explored sector‑specific dynamics that shape 
engagement priorities, withdrawal criteria, and collaboration to 
drive real‑economy emissions reductions. 

Physical climate risk featured prominently as extreme weather 
intensified. Companies in real estate, energy, and 
transportation emphasized asset resilience and adaptation, 
while investors and corporations increasingly integrate 
physical‑risk data, scenarios, and modeling into financial 
decisions, making resilience planning essential across sectors. 

Data center energy and water use were another focus as AI and 
cloud scale. In AI–energy sessions, including at Amazon, the 
discussion centered on renewable procurement, efficiency, and 
integrated water stewardship. Amazon’s approach is 
location‑specific—pursuing water‑free cooling where feasible, 
maximizing efficiency, and prioritizing non‑potable/recycled 
sources and community water infrastructure—while meeting 
rising AI power needs via renewables and potential carbon‑free 
options (e.g., SMRs). We continue engaging hyperscalers to 
scale decarbonization and water strategies while safeguarding 
affordability. 

We also examined responsible technology use—AI and social 
media—amid risks such as bias, privacy erosion, 
misinformation, deepfakes, cybersecurity, and workforce 
displacement. With best practices still evolving, our focus 
remains on governance and accountability: board oversight, 
clear AI policies, robust risk management (impact assessments, 
red‑teaming, ongoing monitoring), fairness for consequential 
uses, content integrity, privacy controls, workforce training, and 
stakeholder engagement. In our view ethical leadership in 
technology directly contributes to franchise durability and 
longevity while reducing risks, thus contributing to shareholder 
value. 

At ICCR’s Climate Policy Advocacy Roundtable (Chatham House 
rules), participants addressed how to advance Paris‑aligned 
corporate advocacy across fragmented policy regimes. 
Companies across sectors discussed aligning trade‑association 
activity with public commitments and net‑zero plans, and 
tailoring strategies to market‑specific realities. We continue to 
encourage consistent, proactive engagement and policy 
alignment across jurisdictions. 
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An Environmental Defense Fund (“EDF”) sustainable‑finance 
session underscored the centrality of China, risk mispricing in 
emerging markets, and the growing role of national 
development banks, with debate on carbon markets, nuclear’s 
role, and emissions targets. Additional programming covered oil 
and gas methane, including satellite‑based flaring analysis and 
breakouts on policy, finance, and capacity building. 

Finally, we were pleased to participate in the NYSE 
Sustainability Advisory Council – Asset Management session, a 
forum that brings together sustainability heads from NYSE-
listed companies and leaders across asset management to 
bridge the information gap between issuers and investors. The 
2025 agenda focused on improving the quality and flow of 
financially material sustainability information, helping 
companies navigate evolving regulations, and responding to 
investor demand for decision-useful, comparable data. 
Discussions emphasized practical steps to sharpen both 
required and voluntary disclosure around the most business-
relevant issues, strengthen two-way communication between 
corporates and the buy side, and align reporting with emerging 
climate and sustainability standards. As a supporter of the UN’s 
Sustainable Stock Exchanges Initiative, the NYSE is leveraging 
this council to help listed companies enhance disclosures for 
stockholders and broader stakeholders—work that directly 
supports our objective of accessing clearer, more consistent 
inputs for quality-focused investment decisions. 

Outlook & Positioning 
 
As of this writing, a resurgence in the “AI Trade” has driven the 
S&P 500 Index to a new record. Following a 32% rally in 2024, 
AI-exposed equities have rallied by an additional 17% this year 
as of August end.  
 
In our view, given the continued overhang of tariff policy 
uncertainty and unclear impact of tariffs on inflation, growth, 
and monetary policy, we believe the current V-shaped recovery 
has been unusually abrupt. This is evident in AAA-rated 
corporate bonds such as those of Microsoft and Johnson and 
Johnson, yielding below the treasuries, evidence of extremes in 
markets. Looking forward into 2026, we believe continued 
volatility in markets is likely and is an appropriate fundamental 
response to the likely continuing flux of potential policy 
outcomes.  
  
Geopolitical uncertainty continues to shape the backdrop, with 
gold surpassing $4,000 to reach new highs. While pockets of 
the market—particularly AI-adjacent and unprofitable 
technology—carry elevated valuations, we still see compelling 

opportunities for disciplined capital deployment. A recent 
example is Berkshire Hathaway’s agreement to acquire 
OxyChem, Occidental Petroleum’s high-quality, low-cost 
chemical business, for $9.7 billion—an attractive 8x trough 
EBITDA. OxyChem’s full-cycle free cash flow profile and cost 
advantages complement Berkshire’s existing chemicals exposure 
through Lubrizol, reinforcing our focus on durable, cash-
generative assets at cycle lows. More generally, we believe the 
current market – which is frothy in parts - provides an 
opportunity for more discerning investors like us to find value. 
We note that the surge of growth outperforming value, as 
measured by the trailing 12-month performance of the Russell 
Large Cap Growth index vs. the Russell Large Cap Value index, 
is the 4th most extreme rally in growth since 1978 (echoing the 
run-up to the Dot Com bubble). 
 
Having said that, implied market pricing of long-term S&P 500 
earnings growth and the valuations of the largest TMT stocks 
are both modestly above their respective historical averages but 
remain well below the levels reached in the Tech Bubble and 
2021. Our portfolio continues to prioritize investing in resilient 
businesses where management controls outcomes rather than 
being beholden to macro forces. By avoiding companies overly 
exposed to cross-border cost arbitrage, we believe our holdings 
are better positioned to mitigate risks from evolving tariff 
policies. Our analysis indicates that the portfolio's direct 
negative earnings risk from proposed tariffs is approximately 
half that of the S&P 500 Index average, with lower exposure 
across every sector for the portfolio as compared to the 
benchmark. This underscores the opportunity for discerning 
stock selection to add value in navigating market cycles. 
 
We are invested in a specific set of businesses that we believe 
will deliver growth and value to shareholders and that is 
illustrated in the revenues and earnings for our set of stocks, as 
distinct from “buying the market”. Our current portfolio 
holdings have delivered strong growth and profitability, as 
demonstrated by a 15% earnings compound annual growth 
rate (CAGR) over the last 5 years vs. 7% for the market and an 
11% return on assets vs. 4% for the market. Furthermore, we 
believe the portfolio is positioned to continue to deliver both 
revenue growth and earnings growth at a premium to the S&P 
500 Index into the rest of 2025. 
 
Lastly, we want to reiterate our longstanding approach to 
quality investing. We believe that financially material 
sustainability considerations provide an invaluable framework 
for analyzing intangible assets that drive long-term shareholder 
value, which provides us with a distinct advantage in identifying 
deep and enduring competitive moats. In addition, our 
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approach to engagement both supports our investment 
conviction, and ensures that we are actively voicing our 
interests as long-term shareholders and supporting long-term 
management decision-making. Please see Table 1 for selected 
key performance indicators that we believe reflect an active 
portfolio relative to the broad benchmark. 
 
We look forward to continuing to serving your investment 
needs. 
 
To learn more about Neuberger Berman Quality Equity, its 
investment process, and its philosophy, please click here. 
 

 

https://www.nb.com/qualityequity
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Table 1: Selected KPI & Financial Statistics: Exposure to Quality Attributes 

  KPIs Portfolio Benchmark Relative to the 
benchmark 

Resource 
Efficiency 

Science Based Target (SBT) (%) 62 61 + 

Net Zero (%) 54 61 - 
Carbon Intensity - Scope 1+2:  
Metric Tons CO2/ $mm of revenue  41 102  + 

    

Human 
Capital 

3+ Women on Board (%) 95 90 + 

Female Executives (%) 27 24 + 

UN Compact Signatory (%) 32 28 + 

    

Governance 
Executive Leadership Tenure (years) 11 8 + 

ESG Linked Compensation (%) 62 54 + 

Sustainability committee reporting directly to board (%) 84 86 - 

    

Financials 

Return on Assets - 5 year average (%) 10.6 12.9 - 

EPS growth (%) 13.5 17.1 - 

Total Debt to EBITDA 1.40 1.80 + 

Price to Earnings (FY1) 22.4 25.1 + 

Price to Book 5.70 5.50 - 
 

The metrics listed above are all objective measures sourced from third-parties as indicated below and are an aggregation of the metrics associated with all of the 
companies in the portfolio, for example, approximately 95% of companies in the portfolio have 3 or more women on the Company’s Board of Directors as compared 
to approximately 90% of companies in the S&P 500 Index have 3 or more women on the Company’s Board of Directors.  The Quality Equity Portfolio Management 
team (the “team”) employs a fundamental research driven approach to stock selection and portfolio construction, with a focus on long term sustainability issues that, 
in the judgement of the team, are financially material.  Key performance indicators (KPIs) refer to measurements used to assess various aspects of a company’s 
operations and performance. ESG KPIs, specifically, are a tool used by the team to assist in evaluating financially material environmental, social, and governance 
considerations relevant to a company, including whether an investment in a company would be consistent with the Fund’s Sustainable Investing Criteria. The metrics 
listed above include certain of, but not all, metrics used by the team to measure how a company is progressing towards achieving certain ESG and financial objectives 
and creating long term value for shareholders. KPIs for the ESG metrics represent the average, and KPIs for financial metrics are the cap weighted average, of the 
companies held in the portfolio and S&P 500 Index, respectively; SBT and Net Zero targets reflect company stated ambition. Benchmark is the S&P 500 Index, all data 
is as of 3Q 2025; See Additional Disclosures and definitions at the end, which are an important part of this presentation.   
1. Source: all metrics under Resource Efficiency, Human Capital, and Governance are sourced directly from Bloomberg, except “Carbon Intensity – Scope 1+2: 

Metric Tons CO2/ $mm of revenue” under Resource Efficiency (see footnote 3) 
2. Source: all metrics under Financials are sourced directly from FactSet. 
3. Source: S&P TruCost 
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Definitions:  

Science based target (%): Indicates whether the company has disclosed its ambition and engagement related to setting science-based greenhouse gas (GHG) 
emissions reduction targets. Emissions targets are considered science-based if they align with the goals of the Paris Climate Agreement to limit warming to well 
below 2 degrees Celsius above pre-industrial levels. 

Net Zero (%): Indicates whether the company has disclosed its ambition and engagement related to achieving Net Zero greenhouse gas (GHG) emissions. Net Zero 
refers to a state in which GHG emissions released into the atmosphere are balanced by removal of emissions from the atmosphere. 

Carbon Intensity - Scope 1+2: Metric Tons CO2/ $mm of revenue 

3+ Women on Board (%): Number of women serving as members of the board.  

Female executives (%): Percentage of executives of the company, or members of equivalent management/executive body, who are women. Executives are as 
defined by the company, or those individuals that form the company executive committee/board or management committee/board or equivalent. 

UN Compact Signatory: Indicates whether the company is a signatory of the United Nations Global Compact (UNGC). Field part of Environmental, Social or 
Governance (ESG) group of fields. 

Executive Leadership Tenure (years) : Total tenure of the current chief executive officer (CEO), or equivalent, in years. Only includes tenure as chief executive 
officer or equivalent position. Where the chief executive officer or equivalent left and rejoined the company, only includes tenure since most recent appointment. 
Field is part of the Environmental, Social and Governance (ESG) group of fields. 

ESG linked compensation: Indicates whether executive compensation is linked to Environmental, Social and Governance (ESG) goals. 

Sustainability committee reporting directly to board: Indicates whether the company has a corporate social responsibility (CSR)/sustainability (or equivalent) 
committee that reports directly to the board. 

Return on assets: Calculated by dividing a company’s net income by total assets, ROA is an indicator of how well a company utilizes its assets, by determining 
how profitable a company is relative to its total assets. Information is calculated on a trailing twelve month and trailing 5 and 10 year basis. 

Price-to-book ratio: The ratio is used to compare a stock's market value to its book value, assessing total firm value. The ratio is calculated by taking the market 
value of all shares of common stock divided by the book value of the company. (Book value is the company’s total assets, less intangible assets and liabilities.) A 
lower price to book ratio could mean that the respective stock is undervalued.  

Price-to-earnings ratio (P/E): The price-to-earnings ratio is calculated by dividing the price of the security by the earnings per share. The higher the PE ratio the 
more the investor is willing to pay for earnings. A higher PE ratio would imply that earnings will grow higher in the future.  

Earnings per share (EPS) growth: Earnings per share figures are calculated by dividing a company’s total earnings by the number of common shares outstanding 
(negative EPS indicates negative earnings for a period). A weighted average of shares outstanding over the reporting period is used to calculate. EPS can be 
determined for the previous year (actual, trailing EPS), for the current year (current, estimated EPS), or for the coming year (forward, estimated EPS).  

Debt-to-EBITDA: Net debt is a liquidity metric used to determine how well a company can pay all of its debts if they were due immediately. Net debt shows how 
much cash would remain if all debts were paid off and if a company has enough liquidity to meet its debt obligations. Net debt is calculated by adding a company’s 
short term and long term debt and subtracting its cash or cash equivalents. The net debt-to-EBITDA ratio is a debt ratio that shows how many years it would take for 
a company to pay back its debt if net debt and EBITDA are held constant. 
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Disclaimer 

This material is not intended to constitute research and is merely intended to articulate the thoughts of the Portfolio’s portfolio managers regarding the activity of 
the Portfolio. The portfolio managers’ views may differ from those of other portfolio managers as well as the views of Neuberger Berman Investment Advisers LLC. 
This material should not be construed as an offer to sell or the solicitation of an offer to buy any security. This material is based upon information that we consider 
reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. Portfolio characteristics are subject to change without notice. 
Opinions expressed are current opinions as of the date hereof only. No part of this material may be copied or duplicated in any form, by any means, or redistributed 
without Neuberger’s prior written consent. This material is not intended to address every situation, nor is it intended as a substitute for the legal, accounting or 
financial counsel of your professional advisors with respect to your individual circumstances. Indices are unmanaged, and the figures for any index shown include 
reinvestment of all dividends and capital gain distributions and do not reflect any fees or expenses. Investors cannot invest directly in an index. We strongly 
recommend that these factors be considered before an investment decision is made. Past performance is not indicative of future results, which may vary. 
 
The information in this material may contain projections, estimates, market outlooks or other “forward-looking statements” regarding future events, including 
economic, asset class and market estimates, outlooks or expectations, and is only current as of the date indicated.  Due to a variety of factors, there is no assurance 
that such events, outlook, market behavior, and expectations will be achieved, and actual results may differ significantly from any views expressed. Information is 
based on current views and market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons. 
This Portfolio is available only through a wrap fee or similar program sponsored by a third-party financial intermediary (“Financial Intermediary”) that has engaged 
Neuberger Berman Investment Advisers LLC (“NBIA”) to manage certain of the Financial Intermediary’s client accounts on a discretionary basis or to provide the 
Financial Intermediary with recommendations in the form of model portfolio.  Please refer to the GIPS® compliant composite presentation, which reflects NBIA’s 
calculations with respect to the Portfolio that are not specific to any Financial Intermediary or client account (“Composite”).  Portfolio information is based on the 
Composite and is subject to change without notice. Specific client account performance is reflected in the official books and records maintained by the Financial 
Intermediary or other custodian selected by the Financial Intermediary or client (“Custodian”). When the client account is held by the Custodian, foreign or 
otherwise, other than NBIA and/or its affiliates (“Neuberger Berman”), Neuberger Berman shall have no responsibility, liability, duty or obligation with respect to the 
selection of the Custodian, custody arrangements or the acts of the Custodian, information provided by the Custodian, omissions or other conduct of the Custodian, 
including investment by the Custodian of cash in the account, pricing, reporting functions, foreign exchange execution services, the security of data maintained by 
the custodian, whether electronically stored or otherwise, or the Custodian's failure to obtain and maintain adequate insurance for the account, including but not 
limited to that which is offered by the Securities Investor Protection Corporation or the Federal Deposit Insurance Corporation, nor for any fees, charges or expenses 
that may be owed to the Custodian.    
Specific securities identified and described do not represent all of the securities purchased, sold or recommended for advisory clients. It should not be assumed that 
any investments in securities identified and described were or will be profitable. The Portfolio’s application of Sustainable Investing Criteria is designed and utilized 
to help identify companies that demonstrate the potential to create economic value or reduce risk; however as with the use of any investment criteria in selecting a 
portfolio, there is no guarantee that the criteria used by the Portfolio will result in the selection of issuers that will outperform other issuers, or help reduce risk in the 
portfolio. The use of the Portfolio’s Sustainable Investing Criteria could also affect the Portfolio’s exposure to certain sectors or industries and could impact the 
Portfolio’s investment performance depending on whether the Sustainable Investing Criteria used are ultimately reflected in the market.   
Compared to smaller companies, large-cap companies may be less responsive to changes and opportunities. At times, the stocks of larger companies may lag other 
types of stocks in performance. The stocks of mid-cap companies are often more volatile and less liquid than the stocks of larger companies and may be more 
affected than other types of stocks by the underperformance of a sector or during market downturns. Compared to larger companies, mid-cap companies may have a 
shorter history of operations, and may have limited product lines, markets or financial resources.  
 
The S&P 500® Index consists of 500 stocks chosen for market size, liquidity, and industry group representation. It is a market value-weighed index (stock price times 
number of shares outstanding), with each stock's weight in the Index proportionate to its market value. The "500" is one of the most widely used benchmarks of 
U.S. equity performance. As of September 16, 2005, S&P switched to a float-adjusted format, which weights only those shares that are available to investors, not all 
of a company’s outstanding shares. The value of the index now reflects the value available in the public markets. 
The S&P 500® Equal Weight Index (EWI) is the equal weighted version of the widely used S&P 500. The index includes the same constituents as the capitalization 
weighted S&P 500, but each company in the S&P 500 EWI is allocated a fixed weight - or 0.2% of the index total at each quarterly rebalance. 
Any third-party mark(s) appearing above is/are the mark(s) of its/their respective owner(s). 
This material is general in nature and is not directed to any category of investors and should not be regarded as individualized, a recommendation, investment advice 
or a suggestion to engage in or refrain from any investment-related course of action. Investment decisions and the appropriateness of this material should be made 
based on an investor's individual objectives and circumstances and in consultation with his or her advisors.  The information contained herein is confidential and 
should not be reproduced or redistributed in whole or in part without the written permission of Neuberger Berman, except as may be required by law or regulation.   
Neuberger Berman Investment Advisers LLC is a registered investment adviser and an affiliate of Neuberger Berman BD LLC, a registered broker-dealer and member 
FINRA/SIPC.  The “Neuberger Berman” name and logo are registered service marks of Neuberger Berman Group LLC.  
 
© 2025 Neuberger Berman Group LLC. All rights reserved.  2655051 


