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Performance Highlights 

The International ADR portfolio finished the quarter in positive territory, finishing behind the MSCI EAFE 

Index, on a net of fees1 basis. The portfolio also finished the calendar year behind the fast-rising 

benchmark.

Market Context 

In the fourth quarter, global equity markets continued the post-

liberation day rally, finishing the year strongly. Developed 

international markets, represented by the MSCI EAFE Index 

(Net), jumped +4.9%, while US equities, as measured by the 

S&P 500, rose +2.7%. Emerging Markets, as measured by the 

MSCI EM Index (Net), ended the period +4.8% higher. For the 

calendar year, developed international markets were up +31%, 

well ahead of US equities (+17%) but slightly behind Emerging 

Markets (+34%). 

Global equity markets finished a banner year in solid fashion, 

buoyed by central bank rate cuts, fiscal spending expectations 

and the AI investment boom. The restart of Fed rate cuts 

outside a recession has historically supported risk assets, and 

this cycle is no exception. Global money supply growth, 

reflationary policies in the US, Europe, and Japan, and strong 

US consumption underpin optimism. Risks include fragile macro 

data, fiscal slippage, and political uncertainty, but overall, the 

growth-policy backdrop favored equities grinding higher. 

European equities posted solid gains in the fourth quarter, 

supported by signs of macroeconomic green shoots. Activity 

data surprised to the upside, with PMIs improving and nudging 

consensus GDP estimates higher. While the European Central 

Bank (ECB) remained on hold at its most recent meeting, 

monetary policy remains broadly accommodative. This, together 

with optimism around fiscal stimulus in the region, notably in 

Germany, continued to support expectations for a stronger 

economic landscape next year. In the UK, Chancellor Rachel 

 
Data Source: FactSet, as of December 31, 2025. 
1The portfolio return is preliminary composite return, subject to future revision (upward or downward).  

Reeves delivered the Autumn budget late in the month. The 

budget avoided the most feared outcomes for equity markets, 

including UK banks being spared new taxes and retail business 

rate changes were better than feared. While there were 

significant tax increases, these were largely expected and 

structured to maintain credibility. UK government bond markets 

and sterling reacted calmly to the news, in stark contrast to 

budgets in some recent years.  

In Japan, third quarter economic data came in weak, driven by 

weaker exports due to US tariffs, though consumption held 

slightly positive and capex remained resilient. The weaker GDP 

print provided political momentum for new Prime Minister, 

Sanae Takaichi, to push a large December supplemental 

budget, including measures to ease household cost pressures 

and create special funds for strategic tech sectors. Despite 

recent economic weakness, the Bank of Japan remains on track 

for a rate hike in the next few months, reflecting confidence in 

medium-term recovery and additional fiscal support. 

Third quarter earnings provided a critical backstop for equities 

during the period. Broadly, results showed EPS beats in both 

the US and Europe, though stronger in the US due to FX 

tailwinds. European banks and cyclicals delivered robust 

numbers, driving the best share price reactions in two years. 

Lowered estimates created room for upside surprises, but 

dispersion remains high. Valuations are stretched in the US but 

supported by earnings momentum, while Europe trades at 

lower multiples, offering catch-up potential with the impact of 

German fiscal stimulus still to be felt. 
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Within the MSCI EAFE Index, peripheral European markets were 

the best performers during the quarter, with Austria (+18% in 

USD), and Finland and Ireland (both +14% in USD). Australia (-

1% in USD) was the only major market in negative territory. By 

sector, Utilities (+10%) led the way, while Communications 

Services (-7%) was the only sector down for the quarter, 

weighed on by telecoms exposure that otherwise had a strong 

year.  

 

 

Portfolio Positioning 

During the fourth quarter the portfolio outperformed the 

benchmark. Communication Services and Financials were the 

best performing sectors on a relative basis. The portfolio had 

zero exposure to the Communication Services sector at the end 

of the period, which was the only sector in negative territory 

during the quarter, providing an allocation tailwind for relative 

returns. In Financials, good stock selection in the banks sub-

sector was the key driver helped by European exposure 

including Erste Group and Barclays (see Best Performers).  

Industrials and IT were the worst performing sectors. In 

Industrials the overweight to the underperforming professional 

services and aerospace and defense sub-sectors was a 

headwind. While in IT, the overweight to the under-pressure 

software sub-sector and weak stock selection in 

semiconductors both detracted from returns.  

 

Geographically, the UK was the worst performing market on a 

relative basis with poor stock selection the main detractor. 

Industrials names were among the worst performers, including 

defense firm, BAE Systems, and professional services names 

RELX and Experian (see Worst Performers), both the subject of 

concerns over potential AI disruption. Japan was the best 

performing market helped primarily by good stock selection. 

 

For the full calendar year, the portfolio trailed the fast-rising 

benchmark. Health Care was the weakest sector on a relative 

basis during the period. The overweight has had a negative 

allocation impact given the sectors underperformance amid US 

policy uncertainty, which was compounded by weak stock 

selection in the pharmaceuticals sub-sector. Real Estate was the 

largest contributor to relative returns for the year. The portfolio 

is underweight the sector, which trailed the broader market, 

providing an allocation benefit. Geographically, the UK has 

been the main headwind year-to-date due to weak stock 

selection. Italy has been the best performing market on a 

relative basis helped mostly by Industrials and bank exposure. 

 
 

BEST AND WORST PERFORMERS FOR THE QUARTER* 

Best Performers Worst Performers 

Siemens Energy BAE Systems 

Erste Group RELX 

LVMH Alibaba 

Barclays Experian 

AstraZeneca Monday.com 
 

*Reflects the best and worst portfolio performers for the quarter, in 
descending order, based on individual security performance and portfolio 
weighting. Positions may include securities that are not held in the portfolio 
as of 12/31/2025. Information is based upon a composite account which may 
vary from individual client accounts 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. 
 
 

Best Performers  

Siemens Energy – the German Industrial firm reported solid 

quarterly results and raised guidance at its capital markets day 

fueled by structural growth trends in electrification and energy 

security.  

Erste Group – the Austrian bank delivered consensus beating 

quarterly earnings helped by strong growth in its key Eastern 

European markets. 

LVMH – the France based global luxury goods giant reported 

better than expected third quarter earnings with sequential 

improvement in all regions offering investors encouragement 

the company can return to growth in 2026.  

Barclays – the UK bank delivered another solid quarter of 

performance with underlying profit comfortably beating 

consensus estimates. Management also announced a new 

quarterly buyback program.  

AstraZeneca – the UK pharmaceutical giant rose with the 

broader sector following Pfizer’s agreement with the US 

government to provide most favored nation pricing for 

Medicaid and other new drugs, which could help firms avoid 

deep cuts to prices on existing drugs. 
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Worst Performers 

BAE Systems – the UK defense firm fell with the broader 

sector due to profit taking as investors weighed the impact of a 

potential for a Russia-Ukraine peace deal. 

RELX – The UK headquartered information services specialist 

announced solid quarterly results, however, the stock was weak 

due to market concerns around the threat of AI disruption 

despite acceleration in growth of all four divisions & 

management’s reassurance that the firm is a broader 

beneficiary of AI, particularly in its legal business which is 

growing high single digits from low double digits just a few 

years ago. 

Alibaba – the Chinese e-commerce and cloud computing giant 

weakened due to concerns that margins may be squeezed as it 

continues to invest in cloud and AI related products and 

services. 

Experian – the Irish listed credit monitoring and risk specialist 

fell with other information services stocks due to fears over the 

impact of AI on the broader sector. The firm recently reiterated 

that, due to the proprietary nature of its data, AI solutions bring 

both revenue growth at an accelerating pace and cost saving 

opportunities. 

Monday.com – the Israeli software solutions provider sold off 

during period due to concerns over the threat of AI disruption 

to its business. The stock was sold during the period given 

concerns over the potential for platform encroachment 

whereby customers may adopt AI assistants to enhance 

workflow processes.   

 

Outlook 

International equities completed the year with the largest 

annual outperformance over US equities since the early 90’s, 

with the MSCI EAFE Index rising 32% and the S&P 500 up 

18%. While multiple expansion and the weaker dollar were the 

primary drivers of International markets in 2025, we 

believe earnings growth can play a bigger role in 2026. A 

reacceleration of industrial growth, fiscal and monetary support 

in Europe, together with fiscal support and structural reform in 

Japan, could underpin the market’s forecast of double-digit 

earnings growth. Further multiple expansion as the potential 

recovery in Europe unfolds, along with additional weakness in 

the US dollar should the Fed continue to cut interest rates, may 

support the case that the strong outperformance of 

international markets versus the US in 2025 can be sustained 

over the coming years.  

Within non-U.S. markets, the value and momentum factors 

maintained their leadership, widening the performance gap 

versus quality and growth. Notably, the MSCI EAFE Value Index 

appreciated by 42% during the year, followed by MSCI EAFE 

Momentum at 34%. In contrast, MSCI EAFE Quality and 

Growth delivered strong absolute returns of 21% but 

significantly underperformed the other style factors. Our 

strategy tracked the value-led market reasonably well through 

the first half of the year; however, the third quarter and 

beginning of the fourth quarter presented significant 

headwinds to relative performance, resulting in 

underperformance relative to the benchmark over the full 

calendar year. We were encouraged by how the year ended, 

however, with solid relative performance in the second half of 

the fourth quarter as the momentum factor appeared to lose 

some steam. 

The main challenges for relative performance for the year by 

sector were in Health Care, IT and Financials. Overweights to 

Health Care (+17%) and IT (+24%) were a headwind due to 

those sectors underperforming the broader market, while the 

underweight to Financials (+52%) was a headwind given the 

sector was the top performer in the benchmark. Stock selection 

also weighed on returns in each sector, however. In Health 

Care our holdings span pharmaceuticals, MedTech, and life 

sciences tools and services, yet many have faced earnings 

pressure from currency translation effects, tariff uncertainties, 

and U.S. policy initiatives aimed at drug pricing reform. Novo 

Nordisk, has been particularly challenged. Despite it being in a 

duopoly in the GLP-1 weight loss category, recent quarters have 

seen execution missteps and competitive pressure from Eli 

Lilly’s Zepbound. The company has responded with a CEO 

transition and a substantial cost-reduction initiative. We view 

the recent launch of an oral version of Wegovy and other 

potential positive pipeline developments as opportunities for 

the new CEO to get the company back on track, while the 

equity trades at a depressed valuation.   

As previously noted, our underweight in Financials has been a 

performance drag, given the sector’s very strong year. Within 

our holdings, European banks continue to be standout 

contributors, including UniCredit (Italy), Erste (Austria) and 

Barclays (UK), among the top performers during the 

year. Although European banks have re-rated over the course 

of 2025, valuations remain attractive relative to history, global 

bank peers, and the broader market while the 

sector is experiencing its healthiest fundamentals in more than 

two decades. However, our exposure to capital markets has 

been less favorable, particularly with London Stock Exchange 

Group, where market concerns around AI disruption put 
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significant pressure on the stock. Similar sentiment has affected 

our holdings in the software sub-sector in IT which weighed 

on relative returns. Also in IT, the portfolio’s semiconductor 

equipment exposure underperformed due to a combination of 

tariff concerns and continued weakness in auto, industrial 

and consumer-related end markets.   

Recent investor behavior appears increasingly theme-oriented, 

often at the expense of fundamental analysis. While thematic 

exposures such as AI, defense, electrification, and infrastructure 

have been winners – with the portfolio receiving some tailwinds 

in these areas – we remain circumspect about unfounded AI 

fears derating quality businesses with consistent growth and 

margin profiles. Furthermore, capital has chased non-US dollar, 

domestically oriented, service businesses, driving valuations 

higher for companies whose long-term growth prospects we 

view as lower and less predictable.   

Moving ahead, the focus remains on owning businesses where 

geopolitical developments or structural changes in the global 

economy in recent years have improved their quality, but we 

believe markets are underestimating the sustainability of the 

growth opportunity. Many of these are Industrial businesses in 

Germany and France which are the largest portfolio 

overweights from both a sector and country perspective. In our 

view, these firms are best positioned to benefit from fiscal 

stimulus in Germany and power generation-related capex in 

both Europe and the US.  We are combining these businesses 

with proven quality companies that have derated due to 

concerns such as tariffs, weak consumer sentiment or perceived 

AI disruption, despite retaining durable competitive moats. We 

believe this combination should be rewarded over time.  Our 

quality and valuation discipline remains intact, and we continue 

to rigorously test our models and assumptions. Where 

fundamentals diverge from market valuations, we stand ready 

to reallocate capital in a disciplined and selective manner. 
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Please be advised that all information (unless otherwise indicated) is as of December 31, 2025, and is subject to change without prior notice. 

 

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 the Firm. 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. 

Statements contained herein are based on current expectations, estimates, projections, opinions and/or beliefs of Neuberger Berman. Such statements involve known and unknown risks, 

uncertainties and other factors, and undue reliance should not be placed thereon. Moreover, certain information contained herein constitutes “forward-looking” statements, which often 

can be identified by the use of forward-looking terminology such as “may,” “will,” “seek,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” “target,” 

“plan” or “believe” or the negatives thereof or other variations thereon or comparable terminology. Such statements are necessarily speculative in nature, as they are based on certain 

assumptions. It can be expected that some or all of the assumptions underlying such statements will not reflect actual conditions. Accordingly, there can be no assurance that any estimated 

projections, forecast or estimates will be realized or that the forward-looking statements will materialize. Due to various risks and uncertainties, including those set forth herein, actual 

events or results or the actual performance of any security referenced herein may differ materially from those reflected or contemplated in such forward-looking statements.  

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 Global Investment Performance Standards (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 recommendations made 

in the future will be profitable or will equal the performance of the securities mentioned herein.     

Investing in foreign securities involves greater risks than investing in securities of U.S. issuers, including currency fluctuations, potential political instability, restrictions on foreign investors, 

less regulation and less market liquidity. 

An ADR, or American Depositary Receipt, is a security issued by a U.S. bank representing a specific number of shares of a foreign stock traded on a U.S. stock exchange and held in trust 

by that bank. ADRs allow U.S. investors to buy shares in foreign-based companies in U.S. dollars from domestic stock exchanges. 

The MSCI EAFE (Net) Index (Europe, Australasia and Far East) is a free float-adjusted market capitalization index that is designed to measure the equity market performance of developed 

markets, excluding the US & Canada. The MSCI EAFE Index consists of the following 21 developed market country indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany, 

Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, and the United Kingdom. Net total return indexes reinvest 

dividends after the deduction of withholding taxes, using (for international indexes) a tax rate applicable to non-resident institutional investors who do not benefit from double taxation 

treaties. 

The MSCI Emerging Markets (Net) Index is a free float-adjusted market capitalization-weighted index that is designed to measure the equity market performance of emerging markets. The 

index consists of the following 24 emerging market country indexes: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, Kuwait, Malaysia, 

Mexico, Peru, the Philippines, Poland, Qatar, Saudi Arabia, South Africa, Taiwan, Thailand, Turkey, and the UAE. Net total return indexes reinvest dividends after the deduction of 

withholding taxes, using (for international indexes) a tax rate applicable to non-resident institutional investors who do not benefit from double taxation treaties. In June 2016, the benchmark 

was changed from the MSCI Emerging Markets (Gross) Index to the MSCI Emerging Markets (Net) Index. The benchmark was changed to better reflect how account returns are calculated. 

The S&P 500 Index consists of 500 stocks chosen for market size, liquidity, and industry group representation. It is a market value weighted 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 weighs 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. Please note that the index does not take into account any fees and expenses of investing in the individual securities that they track, and 

that individuals cannot invest directly in any index. Data about the performance of this index are prepared or obtained by the Manager and include reinvestment of all dividends and capital 

gain distributions. 

The Russell 2000 Index measures the performance of the small cap segment of the US equity universe. The Russell 2000 Index is a subset of the Russell 3000®Index and it includes 

approximately 2,000 of the smallest securities based on a combination of their market cap and current index membership. The Index is reconstituted annually to ensure larger stocks do 

not distort the performance and characteristics of the true small-cap opportunity set. 

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 evaluation of the appropriateness of this material should be made based on an investor's 
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individual objectives and circumstances and in consultation with his or her advisors. Nothing herein constitutes investment, legal, accounting or tax advice, or a recommendation to buy, 

sell or hold a security. Information is obtained from sources deemed reliable, but there is no representation or warranty as to its accuracy, completeness or reliability. All information is 

current as of the date of this material and is subject to change without notice. Neuberger Berman products and services may not be available in all jurisdictions or to all client types. 

Diversification does not guarantee profit or protect against loss in declining markets. The use of tools cannot guarantee performance. Unless otherwise indicated, returns shown reflect 

reinvestment of dividends and distributions. Indexes are unmanaged and are not available for direct investment. Investing entails risks, including possible loss of principal. Past performance 

is no guarantee of future results. No recommendation or advice is being given as to whether any investment or strategy is suitable for a particular investor. 

Representative portfolio information (characteristics, holdings, weightings, etc.) is based upon the Composite, as of the date indicated, and is subject to change without notice. The 

Composite includes NBIA’s calculations with respect to all wrap fees or similar client accounts of Financial Intermediaries that are managed on a discretionary basis by NBIA in the 

International ADR Portfolio investment style. The Composite is not specific to any Financial Intermediary or client account. For non-UMA accounts, client accounts are individually managed 

and may vary significantly from composite performance and composite portfolio information. For UMA accounts, accounts are not individually managed and portfolio allocations, actual 

account holdings, characteristics and performance will vary from composite performance and composite portfolio information, depending on the size of an account, cash flows within an 

account, client-imposed investment restrictions on an account, the timing of client investments, market, and other factors that may be outside of NBIA’s control. 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. 

Neuberger Berman Investment Advisers LLC is a registered investment adviser. The “Neuberger Berman” name and logo are registered service marks of Neuberger Berman Group LLC.  

M-000912 © 2026 Neuberger Berman Group LLC. All rights reserved. 

 


