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Plato style and macro insights

I. Outlook for Growth vs. Value

II. The Zombie horde rises
III. Plato’s Red Flags identify the landmines
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Value vs Growth over the long term: 1979-2019

“Over the long-term Value trounces Growth
Source: Bloomberg, MSCI
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Wealth



4

80

100

120

140

160

180

200

220

240

12/18 06/19 12/19 06/20 12/20 06/21 12/21
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The Pandemic years: 2020-2021

“Growth obliterates Value over the pandemic”
Source: Bloomberg, MSCI

Growth outperforms 
Value by 70%

Wealth
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Why was Growth so strong?

“Strong Growth performance was pure PE expansion story”
Source: Plato Investment Management, Bloomberg, MSCI 

𝑇𝑜𝑡𝑎𝑙 𝑟𝑒𝑡𝑢𝑟𝑛

= 𝑒𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝑔𝑟𝑜𝑤𝑡ℎ

+𝑝𝑟𝑖𝑐𝑒 𝑒𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝑒𝑥𝑝𝑎𝑛𝑠𝑖𝑜𝑛

+𝑑𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠

-0.6%

5.8%

1.5%

-2%

-1%

0%

1%

2%

3%

4%

5%

6%

7%

8%

1996-2022 
MSCI World Growth return 

decomposition

Earnings 
growth

PE expansionDividends

Return decomposition identity



6

60

65

70

75

80

85

90

95

100

105

12/21 01/22 02/22 03/22 04/22 05/22 06/22 07/22 08/22 09/22 10/22 11/22 12/22 01/23

MSCI World Value vs MSCI World Growth: 2022-2023 
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Post Covid: 2022-2023

“Value claws back pandemic deficit, still long way to go”
Source: Bloomberg

Value outperforms 
Growth by 22%

Wealth
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Minimise exposure to inflation/rates

“The Value style is still very cheap”
Source: Plato Investment Management

Pandemic dispersion exceeds 
tech-bubble dispersion

Z-scores

Source: Plato Investment Management
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The zombie horde rises

Can Zombie Firms Survive Rising Interest Rates? Harvard Business Review

The walking dead: how the rise of zombie firms 
is affecting the global economy, World Finance

‘Zombie’ reckoning: goodnight to the walking debt? 
Financier Worldwide

‘Zombie’ firms collapse as inflation and rates bite, AFR
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The zombie horde rises

“Active management more important than ever”
Source: Plato Investment Management, Bank of International Settlements definition of zombie firms with no age limit, MSCI All Cap universe, excluding financials. Bloomberg.,

% of zombie firms

ZOMBIES DEFINED AT 3 CONSECUTIVE YEARS OF EBIT LESS THAN INTEREST EXPENSE
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Zombie firms are horrible investments

“Time for some zombie hunting…”
Source: Plato Investment Management, Bank of International Settlements definition of zombie firms with no age limit, MSCI All Cap universe, excluding financials

Cumulative wealth

ZOMBIES DEFINED AT 3 CONSECUTIVE YEARS OF EBIT LESS THAN INTEREST EXPENSE
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Ideal environment for shorting: 100+ Red Flags

22 Red Flags
Large growth inventory days, Benford’s law violation, high 
audit fees to sales, negative cfo elevated bankruptcy 
probability, golden parachutes, extreme growth 
expectations, poor R&D conversion, high shorting costs

11 Red Flags
High deferred charges, internal control weaknesses, 
expected financing difficulties, very low operating margin, 
very low Piotroski score, elevated accrual items

11 Red Flags
Negative cashflow from operations, significant vote against 
remuneration, negative director votes, undersized board, 
large projected emissions trajectory, 6 degrees implied 
temperature rise, very large share issuance, very high 
accounting manipulation score

AVOID LANDMINES, IDENTIFY DISTRESSED COMPANIES

“6 or more red flags spell disaster”
Source: Plato Investment Management. MSCI World All Cap, 1/1997-12/2022. Not all red flags are shown due to space constraints. 

Annual return Performance of Red Flags
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Rule #1: Don’t lose money, Rule #2: Don’t forget rule 1

“Winning by not losing”
Source: Plato Investment Management, MSCI All Cap universe
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Performance

“Strong and consistent performance since launch ”

PERFORMANCE SINCE LAUNCH

Source: Plato Investment Management. A share class, Bloomberg, Januray, 2022. Past performance is not a reliable indicator of future performance.
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Strong outperformance vs. peers

Source: Bloomberg, February, 2022. Net of A class fees. Past performance is not a reliable indicator of future performance. Period is 1/9/21 (inception)  – 31/1/23

Returns (%)
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Key takeaways

• Red Flags are driving short 
alpha in Plato Global Net 
Zero

• Outlook for Value is very 
strong

• Zombies are everywhere: 
great news for short enabled
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APPENDIX


