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Market Environment
International equities rebounded sharply in the second quarter of 
2026, recovering from first-quarter losses as the arc of the US-
Iran conflict shifted from disruption toward an interim resolution. 
For the quarter, the MSCI ACWI (All Country World) ex USA Index 
advanced 14.4% while the Victory Trivalent International Equity 
strategy outperformed the benchmark. All six regions were positive, 
with emerging equities leading the Index. Korea and Taiwan 
surged 87.6% and 48.9%, respectively, propelled by the AI-driven 
semiconductor boom. Spain rose 15.1%, led by positive results from 
its major banks alongside gains in infrastructure and construction. 
Japan gained 14.2%, driven by a sustained rally in electric 
appliances and semiconductor-related stocks as AI demand fueled 
earnings upgrades. On the downside, Indonesia lagged the broader 
Index, falling 26.2% as political uncertainty and concerns over a 
potential MSCI reclassification to Frontier Market status weighed on 
investor sentiment and drove sustained foreign outflows. Norway 
declined 14.1%, as the sharp reversal in oil prices following the US-
Iran interim peace deal weighed on its energy-dominated market. 
China fell 6.6% as tepid Chinese consumer spending, regulatory 
pressure on e-commerce platforms, and a rotation of funds toward 
AI-driven markets lowered sentiment.  

Eight of the eleven economic sectors posted positive gains in 
the quarter. Technology surged 63.6%, powered by the global 
AI investment boom, with AI-related capital expenditure driving 
earnings upgrades. Financials gained 13.2%, reflecting strong 
quarterly earnings from European and Japanese banks and positive 
capital markets activity. Energy retreated 12.3%, reversing much of 
its first-quarter outperformance as the US-Iran interim peace deal 
and the gradual reopening of the Strait of Hormuz drove a sharp 
decline in oil prices. 

Portfolio Review
Security selection was positive as excess returns were generated in 
four of six regions and seven of the eleven economic sectors. From 
a style perspective, the multi-factor exposure had a positive impact 
on performance, with business momentum generating the strongest 
signal. Notable outperformance was generated in Technology and 
Industrials. In Technology, SK Hynix, the Korean semiconductor 
company, surged on a combination of strong earnings beat and 
rapidly rising memory prices. Additionally, Elite Material, the 
Taiwanese technology company, rose on continued strong demand 
for its Copper Clad Laminate destined for AI servers and high-speed 
switches. Within Industrials, Fujikura, the Japanese manufacturer of 
optical fiber and connectors used in data centers started the quarter 
with very strong performance as demand for its fiber optic wires 
and connectors for high-density optical infrastructure in AI data 
centers continued to rise. The stock gave back some gains as the 
company guided for lower than expected profits due to production 
capacity limitations. Additionally, ABB, the Swiss electrification 
and automation company, gained as continued demand for AI 
datacenters and utilities led to improvements in order growth and 

operating margins.

On the downside, relative underperformance was centered in 
Consumer Discretionary as two Chinese names detracted from 
overall performance. Chinese jewelry designer Laopu Gold fell on 
weaker gold prices and concerns that sales growth was decelerating 
amid softer consumer spending in China. Additionally, China’s 
leading e-commerce and cloud computing company, Alibaba, fell 
on underwhelming e-commerce performance and concerns that 
elevated AI investment will weigh on near-term margins. Relative 
performance was also weaker in Materials as precious and base 
metals prices declined sharply. Norwegian aluminum producer 
Norsk Hydro declined on lower aluminum prices as Middle East 
tensions subsided. Lastly, Endeavour Mining sold off as the price of 
gold fell 13% over the quarter.    

Market Outlook
The second quarter of 2026 brought a strong recovery in 
international equities, as tensions stemming from the US-Iran 
conflict began to ease toward resolution. Looking ahead, geopolitics 
and technology remain dominant forces shaping markets. The US-
Iran interim peace deal signed in mid-June triggered a sharp relief 
rally, with oil prices retreating. Sustained de-escalation would help 
ease inflationary pressures and support consumer-facing sectors. 
Conversely, re-escalation may revitalize energy price volatility and 
further complicate the monetary policy landscape. The European 
Central Bank has signaled a tightening bias, and most major central 
banks are opting to move gradually as they balance softening 
growth against persistent inflation. While the Middle East conflict has 
dampened consumer spending, AI capital expenditure continues to 
support global economic activity. However, volatility in the AI trade 
itself warrants monitoring, as concerns about excess capacity 
have triggered sharp single-session moves in equities. Uncertainty 
surrounding valuation, supply bottlenecks, and monetization 
will remain key factors to watch. From a regional perspective, as 
energy importers, Europe and the UK were especially vulnerable 
to the energy supply shock. However, fiscal stimulus and improving 
fundamentals serve as tailwinds for European equities. Japanese 
equities continue to be supported by favorable economic conditions 
and corporate governance reforms, leading to improved return on 
equity. The BOJ’s policy path will remain a key variable for yen-
sensitive exporters. In Hong Kong, economic activity has responded 
to the reduction of interest rates, and a potential rebound in the 
property market could further improve consumer confidence and 
spending. While geopolitical developments, supply chain pressures, 
and greater interest-rate volatility remain risk factors, strong market 
fundamentals support a constructive outlook. We remain guided by 
our disciplined, bottom-up approach and will evaluate upcoming 
earnings results and corporate outlooks to further refine portfolio 
positioning as the picture clarifies.
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For more information about separate accounts and mutual funds, contact Victory Capital 
Management at 877-660-4400 or visit vcm.com.

TRIVALENT INTERNATIONAL EQUITY

DISCLOSURES
All investing involves risk, including the possible loss of principal. An investment should be 
made with an understanding of the risks involved with owning a particular security or asset class.
The Trivalent International Equity Composite includes all portfolios of $100,000 or more that are 
managed according to the Trivalent International Equity strategy. The strategy focuses on foreign 
companies that are characterized by improving business momentum and attractive valuations. 
Prior to October 2012, the minimum size for inclusion in the composite was $1 million. Prior to 
July 2020, the name of the composite was Trivalent International Core ACWI ex-U.S. Equity. The 
composite creation date is December 2009, and the composite inception date is January 2010.
The benchmark of the composite is the MSCI ACWI ex USA Index (Net). The MSCI ACWI ex USA 
Index (Net) captures large and mid cap representation across 22 of 23 Developed Markets (DM) 
countries (excluding the US) and 24 Emerging Markets (EM) countries. With 2,163 constituents, 
the index covers approximately 85% of the global equity opportunity set outside the US. The 
benchmark returns are provided to represent the investment environment existing during the 
time periods shown and are not covered by the report of independent verifiers. For comparison 
purposes, the index is fully invested, which includes the reinvestment of income. The returns 
have been taken from a published source and do not include any transaction fees, management 
fees, or other costs.
The information in this article is based on data obtained from recognized services and sources 
and is believed to be reliable. Any opinions, projections, or recommendations in this report are 
subject to change without notice and are not intended as individual investment advice. This 
information should not be relied upon as research or investment advice regarding any security 
in particular.

Victory Capital Management Inc. (VCM) is a diversified global investment adviser registered under 
the Investment Advisers Act of 1940 and comprises multiple investment franchises: Integrity Asset 
Management, New Energy Capital Partners, Pioneer Investments, RS Investments, Sycamore 
Capital, Trivalent Investments, Victory Income Investors, and the Victory Capital Solutions 
Platform. RS Investments and Sophus Capital became a part of the VCM GIPS firm effective 
January 1, 2017; Victory Income Investors, effective July 1, 2019; THB Asset Management, 
effective March 1, 2021; New Energy Capital effective November 1, 2021; and Amundi Asset 
Management US, Inc. (renamed to “Pioneer Investments”), effective April 1, 2025. Effective July 
1, 2025, Newbridge Asset Management, Sophus Capital and THB Asset Management are no 
longer part of the GIPS firm. Effective December 1, 2025, Munder Capital Management is no 
longer part of the GIPS firm.
Request a GIPS® Report from your Institutional Relationship Manager or visit www.vcm.
com.
Victory Capital claims compliance with the Global Investment Performance Standards (GIPS®).
*Contributors and Detractors Source: FactSet. The top contributors and detractors are presented 
to illustrate examples of the portfolio’s investments and may not be representative of the portfolio’s 
current or future investments. Holdings are as of quarter end and may change at any time. 
Advisory services and SMAs offered by Victory Capital Management Inc. (VCM). Mutual funds 
distributed by Victory Capital Services, Inc., an affiliate of VCM. 
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A N N U A L I Z E D   R E T U R N S

Composite Performance (%) QTR YTD 1-YR 3-YR 5-YR 10-YR
Since 

Inception 1.10.10
Trivalent International Equity (Gross) 16.48 17.38 34.45 24.13 12.53 11.54 9.18

Trivalent International Equity (Net) 16.30 17.03 33.64 23.39 11.86 10.83 8.42

MSCI ACWI ex USA Index (Net) 14.49 13.68 27.66 18.80 8.78 9.92 6.86
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Past performance cannot guarantee future results. Returns for periods greater than one year are annualized. Returns are expressed in U.S. dollars. Composite and benchmark returns are net of 
transaction costs and gross of non-reclaimable withholding taxes, if any, and reflect the reinvestment of dividends and other earnings. 
Performance prior to November 1, 2014, occurred while the portfolio management team was affiliated with a prior firm. Such members of the portfolio management team were responsible for investment 
decisions at the prior firm and the decision-making process has remained intact. Gross-of-fees returns are presented before management and custodial fees but after any transaction costs. The 
composite net-of-fees returns reflect net-of-model fees and are calculated in the same manner as gross-of-fee returns using the Time Weighted Rate of Return method. Actual fees may vary depending 
on, among other things, the applicable fee schedule and portfolio size. The firm’s fees are available on request and may be found on Part 2A of its Form ADV.

Representative Account
Top 5 Contributors* (%)

Contribution to Relative Return 
(Gross of fees)

SK hynix Inc. 3.21

Taiwan Semiconductor Manufacturing Co., Ltd. 1.39

Samsung Electronics Co., Ltd. 1.07

IBIDEN CO., LTD. 1.01

ASML Holding NV 1.00

Representative Account
Top 5 Detractors* (%)

Contribution to Relative Return 
(Gross of fees)

Alibaba Group Holding Limited -0.19

Laopu Gold Co. Ltd. Class H -0.12

Toyota Motor Corp. -0.11

BYD Company Limited Class H -0.10

Shionogi & Co., Ltd. -0.10

Representative Account 
Top 10 Holdings

Country Sector

Taiwan Semiconductor Manufac-
turing Co., Ltd. Taiwan Information Technology

SK hynix Inc. Korea Information Technology

ASML Holding NV Netherlands Information Technology

Samsung Electronics Co., Ltd. Korea Information Technology

Novartis AG Switzerland Health Care

Banco Santander, S.A. Spain Financials

Standard Chartered PLC United Kingdom Financials

AstraZeneca PLC United Kingdom Health Care

ABB Ltd. Switzerland Industrials

Sumitomo Mitsui Financial Group, 
Inc. Japan Financials

Source: FactSet.
Holdings are subject to change and should not be construed as investment advice or a recommendation to buy, sell, or hold any security.
Information relating to portfolio holdings is based on the representative account in the composite and may vary for other accounts in the strategy due to asset size, client guidelines, and 
other factors. Holdings are as of quarter end and may change at any time. This material should not be construed as a recommendation to buy or sell securities.

Total % of Portfolio  20.58%
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