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International equities lagged the S&P 500 as 2Q25 earnings in the US came in ahead of expectations, while international earnings came in 
below expectations due to stronger local currencies relative to the US dollar. 

European stocks lagged as there were fewer AI winners. 

Major trade agreements were reached with the European Union, United Kingdom, Japan and South Korea. Base tariff of 15% for these three 
trading partners with additional commitments from each to invest in and purchase goods from the US. 

China, India, Russia met of the Shanghai Cooperation Organization Summit. India and China held bilateral talks, signaling a diplomatic thaw. 
While Russia emphasized unity with China. 

China economic growth slowed as deflationary pressure continue as demand is weak. Further government stimulus expected to reach set 
growth targets. 

Federal Reserve cut interest rates due to job creation moderating and wage growth cooling. 

OPEC surprised markets by accelerating the return of oil supply, adding barrels faster than expected. 

MSCI Emerging Market Index outperformed the S&P 500 in 3Q25 

Source: Bloomberg. Data as of 9/30/25. Past performance is no guarantee of future results. For illustrative purposes only and not representative of any specific investment. 

Foreign Investors Returned US Equities 

Source: Bloomberg and the Federal Reserve. Dataset: National Accounts (GDP), Financial Accounts (Flow of Funds) as of 6/30/25. Past performance is no guarantee of 
future results. For illustrative purposes only and not representative of any specific investment. 
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Average annual total returns (%) 
Expense ratio* 

3-month YTD 1-year 3-year 5-year 10-year 
Before 
waivers 

After 
waivers 

IS (FGFLX) 4.71 29.64 18.48 22.43 11.10 7.94 0.96 0.79 

A (FGFAX) - NAV 4.65 29.35 18.15 22.08 10.79 7.65 1.23 1.09 

A (FGFAX) - MOP -1.11 22.23 11.66 19.80 9.55 7.05 1.23 1.09 

MSCI EAFE Index 4.77 25.14 14.99 21.70 11.15 8.17 – – 

Sources: Federated Hermes, Inc.; MSCI; Morningstar, Inc. As of 9/30/25. Returns for periods over one year are annualized. 

Performance quoted represents past performance, which is no guarantee of future results. Investment return and principal value will fluctuate so that 
an investor’s shares, when redeemed, may be worth more or less than their original cost. Current performance may be lower or higher than what is 
stated. To view performance current to the most recent month-end, and for after-tax returns, contact us or visit FederatedHermes.com/us. Maximum 
offering price (MOP) figures reflect the maximum sales charge of 5.5% for A Shares. 
* The fund’s expense ratio is from the most recent prospectus. The expense ratio may reflect voluntary fee waivers and/or expense reimbursements 
determined by the fund’s Advisor and its affiliates. The voluntary waivers and/or reimbursements, if applicable, are in effect up to but not including 
the later of 2/1/26 or the date of the fund’s next effective prospectus. 

3Q25 top and bottom contributors vs. MSCI EAFE Index (%) 

Country – Top contributors 
1. United Kingdom 

2. Korea 

3. Denmark 

4. Belgium 

5. Japan 

Country – Bottom contributors 
1. Ireland 

2. France 

3. [Cash] 

4. Netherlands 
5. Singapore 

Sector – Top contributors 
1. Health Care 

2. Financials 

3. Real Estate 

4. Consumer Discretionary 

5. Utilities 

Sector – Bottom contributors 
1. Consumer Staples 

2. Materials 

3. Information Technology 

4. Communication Services 
5. [Cash] 

Security – Top contributors 
1. Argenx SE Sponsored ADR 

2. UCB S.A. 

3. Mitsubishi Estate Company, Limited 

4. CRH Public Limited Company 

5. Samsung Electronics Co. 

Security – Bottom contributors 
1. Kerry Group Plc Class A 

2. DSM-Firmenich AG 

3. Capgemini SE 

4. Barratt Redrow plc 

5. SoftBank Group Corp. 

Contributors: 
• Banco Santander – Spain’s leading bank rallied during the quarter as broader investor optimism in European banks helped lift 

Santander’s valuation. It geographic diversification (Europe, Latin America and US) provided resilience amid global volatility. 

• Argenx, SE – Biotech company exceed top-line and bottom-line expectations and raised guidance. Analyst also really like 
Argenx’s immunology pipeline. 

• UCB SA – Located in Belgium, UCG is a biotech firm specializing in treatments for neurology and immunology. Revenues in 
2Q25 were up 26% YoY while new product launches went very well. Gross margins expanded to 79% and its new product 
pipeline showed positive momentum. 

• Mitsubishi Estate – Japan’s largest developer outperformed as the commercial and residential markets in major urban areas 
showed signs of improvement. 

• Prosus – Based in the Netherlands, Prosus is a global consumer internet group. It owns stakes in Tencent and other internet 
platforms around the globe. 

Detractors: 
• Kerry Group and DSM-Firmenich – These two ingredients’ companies underperformed as the broader Consumer Staples sector 

experienced shifting consumer preferences, inventory destocking, and slower recovery in foodservice channels. 

• Barratt Redrow – A leading British property developer underperformed due missed completion targets, market challenges and 
muted investor sentiment. 

https://FederatedHermes.com/us
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Portfolio activity 
Buys 
• Kawasaki Heavy Industries – A major Japanese multinational companies that manufacturers defense, aerospace and marine related

equipment. KHI had a compelling valuation relative to IHI and MHI, Japan’s other defense related companies.

• Accor- Gives us exposure to the rebounding global travel and tourism sector.

• Adidas – Strong brand momentum should support double-digit revenue growth for 2025. Adidas also has the potential for market share
gains in key regions like North America and China.

• Michelin- Purchased following a share price pullback driven by tariff-related concerns and broader automotive market softness. Michelin’s
strategic pivot toward higher-margin segments-including aircraft, mining and truck tires-alongside enhanced operational efficiency initiatives,
should continue to support earnings.

Sells 
• Advantest – Took profits after significant outperformance on strong AI demand trends.

• Commerzbank- Exited position in conjunction with extended performance as the thesis largely played out. See better upside potential in
other names.

• Alibaba Group – Price target reached following a large run and full valuation.

• TotalEnergies- Exited on concerns over surplus supply in the crude market and lower cash flows.

Looking ahead 
As we look ahead to 2026, international equities continue to present a compelling opportunity. Year-to-date performance has been 
strong, supported by multiple expansion and the tailwind of a weaker U.S. dollar. However, as valuations rise, earnings will need to play a 
larger role in driving total returns. While 2026 earnings expectations appear reasonable—if slightly optimistic, they’re building off a 
relatively low base, which leaves room for upside surprises. 

Monetary policy remains supportive, with both the Bank of England and the European Central Bank expected to maintain accommodative 
stances. Fiscal stimulus, particularly from Germany, adds another layer of growth potential. That said, persistent tariff uncertainty and 
political instability in key regions like France and Japan could dampen investor sentiment. The recent U.S. government shutdown adds 
further complexity, disrupting global confidence and raising questions about fiscal discipline and policy continuity. 

Overall, we remain constructive on international equities, with portfolio being positioned to benefit from attractive valuations and strong 
growth opportunities. 

Portfolio snapshot 
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Top 10 holdings Country 
% of 
fund 

AstraZeneca PLC United Kingdom 3.4 

Hitachi, Ltd. Japan 2.1 

SSE PLC United Kingdom 2.0 

Melrose Industries 
PLC 

United Kingdom 1.9 

HSBC Holdings PLC United Kingdom 1.9 

Keyence Corporation Japan 1.8 

SAP SE Germany 1.8 

Banco Santander SA Spain 1.8 

Mitsubishi Estate Co. 
Ltd. 

Japan 1.8 

Schneider Electric SE United States 1.7 

Source: Federated Hermes, Inc. As of 9/30/25. 
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Investors should carefully consider the fund’s investment objectives, risks, charges and expenses before investing. To obtain a summary prospectus or 
prospectus containing this and other information, contact us or visit FederatedHermes.com/us. Please carefully read the summary prospectus or 
prospectus before investing. 
All information is as of 9/30/25 unless otherwise indicated. 

The fund offers additional classes of shares whose performance will vary based on differences in charges and expenses. 

The fund’s Institutional Shares commenced operations on June 21, 2010. For the period prior to the commencement of operations for the Institutional Shares, the 
performance information shown is for the fund’s A Shares. The performance of the A Shares has not been adjusted to reflect the expenses of the Institutional 
Shares since the Institutional Shares have a lower expense ratio than the expense ratio of the A Shares. The performance of the A Shares has been adjusted to 
reflect the absence of sales charges and to remove any voluntary waiver of the fund’s expenses related to the A Shares that may have occurred during the period 
prior to the commencement of operations of the Institutional Shares. 

For portfolio characteristics, Morningstar ratings, standard performance and more information, please visit FederatedHermes.com/us. 

Portfolio composition percentages are based on net assets at the close of business on 9/30/25 and may not necessarily reflect adjustments that are routinely 
made when presenting net assets for formal financial statement purposes. Because this is a managed portfolio, the investment mix will change. 

A word about risk 
Mutual funds are subject to risks and fluctuate in value. 

International investing involves special risks including currency risk, increased volatility, political risks, and differences in auditing and other financial standards. 

Diversification does not assure a profit nor protect against a loss. 

The value of equity securities in the fund’s portfolio will fluctuate and, as a result, the fund’s share price may decline. Equity securities may decline in value 
because of an increase in interest rates or changes in the stock market. 

Prices of emerging market securities can be significantly more volatile than the prices of securities in developed countries, and currency risk and political risks 
are accentuated in emerging markets. 

The fund’s use of derivative instruments involves risks different from, or possibly greater than, the risks associated with investing directly in securities and other 
traditional instruments. 

Definitions 
Correlation measures the similarity between two return series on a scale of -1.0 to +1.0. Assets with a correlation of 1.0 are perfectly correlated, -1.0 demonstrates 
negative correlation and 0.0 indicates the absence of correlation. 

Gross Domestic Product (GDP) is a broad measure of the economy that measures the retail value of goods and services produced in a country. 

MSCI Emerging Markets (EM) is an index which captures large and mid-cap representation across 24 Emerging Markets (EM) countries. The index covers 
approximately 85% of the free float-adjusted market capitalization in each country. 

MSCI Europe, Australasia and Far East Index (EAFE) is an equity index which captures large- and mid-cap representation across Developed Markets countries 
around the world, excluding the U.S. and Canada. The index covers approximately 85% of the free float-adjusted market capitalization in each country. 

S&P 500® is an unmanaged capitalization weighted index of 500 stocks designed to measure performance of the broad domestic economy through changes in 
the aggregate market value of 500 stocks representing all major industries. 

Indexes are unmanaged and cannot be invested in directly. 

Past performance is no guarantee of future results. 

51146 (10/25) 
Federated Securities Corp., Distributor 

FederatedHermes.com/us 
© 2025 Federated Hermes, Inc. 
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