
 

 

Euro bias rewards investors 

 
Investors who have been overweight on European stocks with a high exposure to Emea sales 
have benefited from rising stock prices compared to other regional operating exposures. 

 European stocks with the most domestic sales exposure have strongly outperformed 

 Asian and Latin American sales exposure has hurt European stocks 

 Returns from European stocks with North American sales exposure turned negative in June  
 
European focus a clear winner thus far 
Uncertainty continues to overhang global 
markets ahead of a potential US rate rise and 
concerns over the health of Chinese and 
emerging market economies. These factors 
and the ECB’s €1 trillion stimulus programme 
have resulted in interesting stock return 
variations across European equities in recent 
months.  
 

 
 
European stocks with greater Emea sales 
exposure have consistently outperformed 
peers with exposure to other regional markets 
over the last two years. Markit Research 
Signals’ Emea sales exposure factor shows 
that European stocks with the greatest 
domestic exposure (decile 1) have on 
average outperformed those with the least 
exposure in the last 12 months (decile 10).    
 
Across a universe of developed European 
names, a long-short strategy based on buying 
stocks most exposed to Emea sales and 
shorting those with the least exposure would 

have delivered 14.0% of cumulative returns 
over the last 24 months.  
 
This strategy was especially successful 
during the month of August 2015, which saw 
a strong sell off in global equities on the back 
of a continued sell off in Chinese markets. 
This implies that investors are relatively more 
concerned with the ability of companies to 
sustain foreign based earnings – rewarding 
those with increased local sales exposure.   
 
Regional differences 
Across all factors in the Markit Research 
Signals library, the sales exposure factor 
featured predominantly in both the top and 
bottom five return spreads delivered in 
August 2015. This was across a developed 
Europe equity universe and dependent on the 
regional exposure.  
 

 
 
While European names most exposed to 
Emea delivered strong returns, their peers 
most exposed to Latin America, Asia-Pacific 
and North America drastically 
underperformed.  
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European stocks that have the most exposure 
to Apac have materially underperformed by a 
cumulative 32% in the last 24 months (when 
employing the same long-short strategy).  
 

 
 
A similar trend has been seen with Latin 
American exposure. The factor exposed to 
North American sales has only recently 
ventured into negative territory. The long-
short strategy in North and Latin America has 
delivered negative cumulative returns of 
25.7% and 6.5%, respectively. over the last 
24 months ending August 2015. Cumulative 
spread returns for North America, however. 
only turned negative in June 2015 after 18 
months of outperformance.  
 

 
 

Investors flock to Europe focused ETFs 
Broad European tracking ETFs have seen 
strong inflows year to date of $19.8bn, the 
largest year recorded thus far. Strong inflows 
have continued in the second half of the year 
with $2.5bn and $3.5bn recorded in July and 
August, respectively. 
 

 
 
To find out more about Markit Research 
Signals or any other product featured, please 
contact us.  
 
To read this article on our commentary 
website, please click here.  
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