
   

EQUITY RESEARCH  

I S S G O V E R N A N C E . C O M / E V A  1  o f  5  

Buyer Beware: Global ex U.S. Large Cap  
September 22,  2022  

Buyer Beware: Global ex U.S. Large Cap  
Poor Quality, Expensive Valuation, Low ESG Scores 
In contrast to our ‘Better World’ screens that identify high-Quality or cheap-Value 
names with strong ESG scores, this week we offer the next edition of our ‘Buyer 
Beware’ series focused on Global ex U.S. Large Cap companies. To make the list, 
companies must have poor Quality, expensive Valuation, and low-ranked ESG 
Performance scores.  
 

The 14 companies listed below meet the criteria outlined in the sidebar (right) as of 
today. This list includes some names from previous lists which we are no longer 
updating (over 12 months old). We provide updates to our more recent reports: 
August 2021, November 2021, and May 2022. Names on those lists that still meet 
the criteria are labelled as such.  
 

Figure 1: Buyer Beware Names 

 
 
Performance data from Factset, 991000 is the MSCI World ex USA ticker for Factset 

 
ISS ESG 
 

ESG Rating Decile Rank: This factor indicates decile rank relative to industry group 
(companies) and covered entities (countries) based on assessment of Environmental 
(E), Social (S), and Governance (G) performance. A decile rank of 1 indicates a high 
relative performance, while a 10 indicates a low relative ESG performance. The 
screen includes 8th, 9th, and 10th decile companies. 
 

EVA & PRVit 
Our PRVit framework compares the operational Quality, or Risk-adjusted 
Profitability, of a firm to the Value investors are paying in the market. Our Quality 
score incorporates the profitability level and trend and adjusts for the volatility of 
the earnings and the vulnerability of the firm (leverage, cash flow generation). Our 
Valuation score looks at wealth multiples (an EVA-centric version of price-to-book) 
and also looks at the market-implied expectations for future value creation. When 
the Quality of the firm is ahead of the Value, the company receives a high PRVit score 
and is attractive. In this report, we have showcased the opposite: companies where 
Valuation is well ahead of the operational Quality the company has produced.  
 
The screen includes only the lowest Quality, the most expensive Valuation, and the 
most unattractive Quality/Value trade-off companies. 

 

Notes 
 

PRVit compares the Quality of a firm's Risk-
adjusted Profitability to the Value paid in 
the market. The factor is scored 0 to 100 
where 100 is the most attractive. This 
screen looks at the most un-favorable 
names (scores below 30). 
 
ISS ESG Performance Score is a composite 
score of different environmental, social, and 
governance factors that assess corporate 
sustainability performance and impact. 
 
Criteria 

• Global ex U.S. universe 

• Market Cap > $5B (USD) 

• PRVit < 30 

• Quality < 30 

• Value Score (V) > 70 

• ESG Rating Decile > 7 (worst 3 deciles of 
ESG performance) 

 
Updated scores and performance for our 
August 2021, November 2021, and May 2022 
reports are on pages 2-3. 
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 Global Director of Quantitative Research 

 (617) 571-0362 
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 ISS EVA Equity Research Team 

 (212) 645-3800 

 evaanalytics@issgovernance.com 
 

 About ISS EVA 

 We are an independent equity research 

 provider offering investing insights 

 through the use of our proprietary 

 Economic Value Added (EVA) framework. 

 Our experienced team of global analysts 

 offers both fundamental and quantitative 

 company analysis on our +24,000 stock 

 universe. 
 
 Visit our website www.EVAexpress.com 

  

https://www.issgovernance.com/eva
https://eva.issgovernance.com/downloadFile/69C7242B-1305-EC11-9127-005056BB576A
https://eva.issgovernance.com/downloadFile/13205199-7D4C-EC11-B635-005056BBD983
https://eva.issgovernance.com/downloadFile/1417ADF9-36D6-EC11-B639-005056BBD983
https://eva.issgovernance.com/downloadFile/69C7242B-1305-EC11-9127-005056BB576A
https://eva.issgovernance.com/downloadFile/13205199-7D4C-EC11-B635-005056BBD983
https://eva.issgovernance.com/downloadFile/1417ADF9-36D6-EC11-B639-005056BBD983
mailto:casey.lea@issgovernance.com
mailto:evaanalytics@issgovernance.com
http://www.evaexpress.com/
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Buyer Beware – August 2021 Update 
The companies in Figure 2 are from our August 2021 report. We have provided updated scores (PRVit, Quality, Value, and ESG) as well 

as the market returns since the report was published. Overall, 83% of the names underperformed the MSCI World ex USA Index, and 

the average return for the group was -42.6%, -3535bps below the index. SUNAC SERVICES HOLDINGS is the only name to now score 

favorably in the PRVit model on significantly cheaper Valuation (being down 87%). GEELY AUTOMOBILE has moved up to a ‘hold’ in 

PRVit (40 to 60 is ‘hold’). BILIBILI, GUANGZHOU AUTO, HAPVIDA, and SKC continue to look unattractive but no longer meet the 

screening criteria due to Valuation. HAIDILAO has an improved ESG decile rating, so it now misses the ESG criteria. ZAI LAB no longer 

fits due to market cap decline. PRESIDENT CHAIN STORE no longer fits due to Quality improvement.   

Figure 2: August 2021 Buyer Beware Picks with Current Scores 

 
 
Buyer Beware – November 2021 Update 
The companies in Figure 3 are from our November 2021 report. We have provided updated scores (PRVit, Quality, Value, and ESG) as 

well as the market returns since the report was published on November 23rd. Overall, 71% of the names underperformed the MSCI 

World ex USA Index, and the average return for the group was -8.35%, 138bps ahead of the index. Only SAUDI BRITISH BANK and 

SHANDONG GOLD MINING continue to meet the criteria. 

Figure 3: November 2021 Buyer Beware Picks with Current Scores 
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Buyer Beware – May 2022 Update 
The companies in Figure 4 are from our May 2022 report. We have provided updated scores (PRVit, Quality, Value, and ESG) as well 

as the market returns since the report was published on May 17th. Overall, only 28% of the names underperformed the MSCI World 

ex USA Index, and the average return for the group was +8.38%, 1214bps ahead of the index.  

Figure 4: May 2022 Buyer Beware Picks with Current Scores 

 

https://www.issgovernance.com/eva
https://eva.issgovernance.com/downloadFile/1417ADF9-36D6-EC11-B639-005056BBD983
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About ISS EVA 

We are an independent equity research provider offering investing insights through the use of our proprietary Economic Value Added (EVA) framework. 
EVA converts accounting profits into economic profits and charges businesses for the use of Invested Capital. EVA is superior to traditional measures of profit because 
it is comparable across companies, industries, and countries, links to a consistent, transparent valuation framework, and provides a unique, unbiased view of Quality, 
Value, and Growth. 

Our experienced team of analysts offers both fundamental and quantitative company analysis through written research, bespoke research, a stock selection model, 
an online analytical tool offering +24,000 companies as viewed through the EVA framework, custom screening, and portfolio analysis. 

Key EVA Concepts 
The value of a firm = Capital + Present Value of EVA 
If EVA is increasing then the intrinsic value of the firm is too, suggesting that market value should follow (and vice versa). 

EVA = NOPAT - Capital Charge 
EVA is profit after all costs, including the cost of giving shareholders a decent return. 

EVA Margin = EVA / Sales 
A true economic profit margin covering income and asset efficiency. Our EVA Income Statement examines EVA’s line-item drivers and offers key insights into business 
profitability. 

EVA Momentum = Δ EVA / Sales 
An incremental EVA growth rate indicator and key valuation signal and screening measure. The more positive the Momentum, the greater the growth in 
EVA, and upward pressure on shareholder returns. Inflections in EVA Momentum are an early and more reliable indicator of stock price inflections. 

EVA Shock = Δ EVA Momentum 
Changes in EVA Momentum is a powerful signal within our framework, with significant relationship with stock price performance. 

Market Implied Momentum (MIM) 
The annual EVA improvement required for 10 years to justify the prevailing market enterprise value, expressed as a percent of sales; represents a market implied, 
long-range EVA margin improvement target. 

Future Growth Reliance (FGR) = (Market implied value of future EVA growth) / Enterprise Value 
Measures the % of a company’s total enterprise value represented by expectations for future growth in EVA. FGR is key to understanding embedded 
expectations today and versus history. A low FGR versus history coupled with improving EVA trends indicates that the market is not pricing in the improving business 
model. 

Additional Resources 
evaExpress.com (link): Our online offering provides a comprehensive suite of fundamental and quantitative tools utilizing the EVA framework 
EVA for Investors (link): A full introduction to the key EVA concepts and metrics 
  

https://www.issgovernance.com/eva
http://www.evaexpress.com/
http://www.evadimensions.com/sites/default/files/fileupload/equityresearch/eva_for_investors_-_2019.pdf
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Analyst Certification - The Research Analyst(s) who prepared this report hereby certify that the views expressed herein accurately reflect the analyst(s) personal 
view(s) about the subject company and their securities and that they have not been and will not be directly or indirectly compensated for expressing specific 
recommendation(s) or view(s) in the report. 

Disclaimers – The opinions expressed in this report are those of the EVA business unit (“ISS EVA”) of Institutional Shareholder Services Inc. (“ISS”). This report is for 
informational purposes only and reflects our current views. This report has not been submitted to, nor received approval from, the United States Securities and 
Exchange Commission or any other regulatory body. While ISS EVA exercised due care in compiling this report, ISS EVA makes no warranty, express or implied, 
regarding the accuracy, completeness or usefulness of this report and assumes no liability with respect to the consequences of relying on this report for investment 
or other purposes. In particular, the research, analyses and conclusions provided are not intended to constitute an offer, solicitation or advice to buy or sell securities. 

ISS Corporate Solutions, Inc. (“ICS”), a wholly owned subsidiary of ISS, provides advisory and analytical services to corporate issuers. Issuers mentioned in this report 
may have purchased self-assessment tools and publications from ICS, or ICS may have provided advisory or analytical services to issuers mentioned in this report. No 
employee of ICS played a role in the preparation of this report. If you are an ISS institutional client, you may inquire about any issuer's use of products and services 
from ICS by emailing disclosure@issgovernance.com. 

In February 2021, Deutsche Börse AG (“DB”) completed a transaction pursuant to which it acquired an approximate 80% stake in ISS HoldCo Inc., the holding company 
which owns ISS. The remainder of ISS HoldCo Inc is held by a combination of Genstar Capital (“Genstar”) and ISS management. Policies on non-interference and 
potential conflicts of interest related to DB and Genstar are available at https://www.issgovernance.com/compliance/due-diligence-materials. 

Registered Trademarks - EVA®, EVA Momentum® and PRVit® are registered trademarks, and VARPTM and Value-At-A-Reasonable-PriceTM are trademarks of 
Institutional Shareholder Services Inc. and EVA Dimensions, LLC. Russell 3000 is a registered trademark of The Frank Russell Company. S&P is a registered trademark 
of The McGraw-Hill Companies. 

EVA is a registered services mark of Institutional Shareholder Services Inc. (in the field of financial data, valuation analytics and investment management) and of Stern 
Stewart & Co. (in the field of financial and incentive consulting).  

© 2022 Copyright Institutional Shareholder Services Inc. All rights reserved. 
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