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Dear Investors, 

Please see our updated performance as of September 30, 2025. 

 

We remind you, however, that our strategy is not managed to any specific equity index; instead, it focuses 

on identifying companies that we believe will pay a stable, increasing dividend and are expected to generate 

an attractive total return.  

IT’S HARD TO COMPUTE 

Data throughout the year has been consistent with an economy that continues to grow, though there are 

signs of moderation compared with the pace seen in 2023 and 2024. Using history as a guide, a backdrop 

of positive growth – even if slowing – combined with anchored inflation can support attractive equity returns 

for an extended period, as long as macro conditions remain stable (similar to the environment of the 1990s).  

US Real GDP remains on track for growth between 1.5% and 2% for the year – well above the dire forecasts 

issued back in April following Liberation Day’s tariff-related fears. While headline activity appears solid, there 

are important shifts beneath the surface. Notably, spending on AI infrastructure is now contributing more to 

US GDP growth than the entire consumer economy. AI-related investment accounted for roughly 1% of total 

economic growth in the first half of 2025 (up from near 0% between 2022 and 2024), while consumer 

spending’s contribution has fallen from about 2% in 2024 to roughly 1%i. This is an important trend we 

continue to monitor – if AI spending on additional compute capacity remains robust and consumers stay 

healthy (which is our base case), we expect the economy to remain resilient. However, if either or both face 

headwinds, a period of economic weakness could emerge. 

In recent months, both investors and the Federal Reserve have turned their attention to the labor market. 

Job growth has slowed – August’s Bureau of Labor Statistics (BLS) report indicated that nonfarm payrolls 

rose by just 22,000, with downward revisions to prior months – but overall, the data remains inconsistent with 

an imminent recession. The unemployment rate, at 4.3%, is still low by historical standards. Nevertheless, 

the Fed has shifted toward a more accommodative stance, cutting rates by 0.25% in September. 

Policymakers view lower short-term rates as insurance against further labor market deterioration. While they 

continue to see inflation as a potential risk, productivity gains – driven in part by AI – may help offset tariff-

related cost pressures. Investors expect two more rate cuts by year-end, and another two to three in 2026. 
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While the US is entering a new monetary cycle, the European Central Bank (ECB) left short-term rates 

unchanged throughout the quarter, but longer-term yields for many countries continue to rise as investors 

fret over fiscal instability and the potential for trade tariffs to stall growth. Scanning Western Europe, France’s 

10-year sovereign yield (last read 3.5%ii) remains one of the highest in the region and one that we monitor 

closely as a barometer of political and fiscal instability. Germany, seemingly at the other end of the fiscal 

spectrum, sports a 10-year yield of 2.7%, representing one of the lowest yields across the eurozone. You 

could argue on either side as to whether the 80bps yield differential between the two countries is accurately 

priced, but our view is that despite a myriad of trade and political challenges longer-term yields are 

remarkably stable in Europe.  

While higher yields are a potential headwind for debt-laden countries, they have also been a profit tailwind 

for the major banks as they have been able to roll forward maturing lower-yielding debt issued years ago into 

higher yielding securities. It is important to remember that European banks as recently as 5 years ago were 

still grappling with negative interest rates and so the inflection in yields has been well received. Our 

investments in European banks have been some of the top contributors to the global and international 

portfolios over the trailing one-year period. Despite the performance, we are reminded of the expression “too 

much of a good thing is never a good thing.” Higher long-term yields may further strengthen profit growth for 

the major financials, but we think there is a limit to how far yields can travel before other pressure points 

emerge – call it a goldilocks scenario for now. 

Perhaps the best news out of Europe this summer was the signing of a historical trade deal between the US 

and eurozone, specifying a 15% baseline tariff rate for EU exports to the US. As we have seen with each 

trade deal, the devil is in the details and the terms are surely subject to change, but the tariff rate is at least 

at a level that most investors feel can be absorbed or mitigated through pass-through and supply chain 

optimization. Unfortunately, pharmaceuticals and medical devices comprise the largest trade category 

between the EU and the United States, and the Trump administration continues to place significant verbal 

pressure on drug pricing unless certain concessions are made. In response, Swiss-based Roche and Danish-

based Novo Nordisk have both announced multi-billion-dollar investments in the United States to bolster 

local manufacturing and goodwill. The backdrop remains fluid, and it is anyone’s guess as to whether these 

sizeable and distant investments will result in anything tangible, but for now companies appear willing to play 

ball. CEOs generally remain in office longer than presidents, so time will tell! 

The overall political and regulatory uncertainty is weighing on the EU consumer and we see that through 

slowing consumer spending across the region and declining sentiment, especially in countries where there 

is internal political strife (France, Germany). As a result of the trade policy uncertainty, eurozone GDP 

expectations have been ratcheted lower but consensus still calls for real GDP growth of 1.2%iii in 2025. As 

we know from experience, economic growth and earnings growth are not always correlated and so while the 

economic backdrop remains uncertain, corporate earnings growth – led by the banking and industrial sectors 

– remains strong across Europe, pushing many country indices to all-time highs.  

Like its European counterpart, the Bank of Japan held rates steady during the third quarter, preferring not to 

stir economic conditions, which appear quite favorable heading into 2026. Second quarter GDP was 

announced at 2.2% year over year, a growth rate that exceeded expectations, and both inflation and 

unemployment remain stable – albeit the former (last read 3.3% core) remains at levels above the central 

bank target but still on a declining trajectory. While the BOJ is still wrestling with inflation, Japan’s growth 
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renaissance is being driven by renewed consumer spending and a surge in fixed investment – much of which 

is driven by investments in AI and digital infrastructure. With over 1GW of capacity, Tokyo has become the 

leading data center destination in the Asia-Pacific regioniv. Commercial real estate of all types is also surging 

due to a weaker yen attracting foreign buyers to the market – foreign real estate investment surged 45% 

during the first half of 2025v!  

After months of political uncertainty, Sanae Takaichi has been elected as Japan’s next and first female prime 

minister, a watershed moment for a country where roughly 5% of the top civil service positions are held by 

women! From our initial research, we believe she will bring a different perspective and temperament to 

Japan’s highest post – she reportedly played drums in a rock band while in college and has an affinity for 

Black Sabbath and 1980’s metal rock. Aside from her musical talents, Prime Minister Takaichi is expected 

to follow former Prime Minister Abe Shinzo’s dovish policies and enact a stimulative policy agenda raising 

some concerns that inflation may reaccelerate and further weaken the yen. We will see if her agenda rallies 

support across what has been a fractured Japanese parliament.  

BLUE CURRENT PHILOSOPHY AND OBJECTIVES 

At Blue Current, we use our broad knowledge of cash flow growth rates to invest in a niche universe of what 

we believe to be high-quality, dividend-paying companies with sustainable business models and dividend 

policies. Our primary objectives are to pay a stable and increasing dividend each quarter and to deliver 

attractive, long-term capital appreciation. 

The concentrated portfolio invests in 35 to 45 companies domiciled across developed markets that meet our 

stringent quality requirements. We focus on companies that we believe have a history of rewarding 

shareholders and have the financial ability to continue to increase their dividends over time. Furthermore, we 

focus on each company’s earnings potential and strive to purchase the stock of each of those businesses 

when it is trading at a discount to what we see as its true value. 

PORTFOLIO COMMENTS AND ATTRIBUTION 

In general, portfolio performance benefited from exposure to three sectors: Technology, Financials, and 

Industrials. Our investments in the Consumer Staples sector were generally weak during the quarter. As 

shown in the table, RELX was a material detractor during the quarter due to investor concerns that AI would 

disrupt the company’s legal business (LexisNexis). The portfolio’s allocation to international equities was 

approximately 50% during the quarter. 
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INVESTMENT OUTLOOK 

After more than a decade of underperformance versus US equities, the performance of international equities 

in 2025 has been a pleasant surprise for global fund managers (ourselves included) and so the question is 

being asked if the run can continue into 2026. Hard to answer, but those who study financial market history 

would admit that a single, stand-alone year of international outperformance would be unusually short. We do 

see several secular growth trends that could continue to benefit Europe and Asia in the year ahead, the most 

influential being the continued build-out of AI infrastructure across Europe, Asia, and emerging markets. 

Estimates vary, but it is expected that 6-7 gigawatts (GW) of new capacity will be added over the next several 

years outside the USvi and this expansion will continue to attract investment and resources. More Nvidia 

GPUs are on everyone’s holiday list, but those incremental GPUs require physical real estate, power grid 

connections, project construction, cooling, fiber optics, and a litany of secondary and tertiary services that 

will flow through the local economies. Beyond AI, the need for additional resources in aerospace and defense 

will also create manufacturing demand and its associated labor. While the timing for military rearmament is 

likely to be extended due to local budget and political challenges, we do think that defense spending will 

accelerate over the next several years and benefit both US and foreign-based companies, many of which 

are domiciled in the UK and eurozone.  

We see tremendous economic momentum in Southeast Asia, where several countries are expected to report 

GDP growth above 4% in 2025vii (i.e. India, Singapore, Vietnan and Indonesia) and continued momentum 

into 2026. Singapore has benefited from a manufacturing surge and the continued growth of data center 

capacity expansion – note that Singapore expects to add more than 300 megawatts in the near term to the 

existing base of 1.4 GW. Via the Singapore Exchange’s dominance in FX and derivative trading, the country 

has also become a significant financial hub for the broader region. Our investment universe continues to 

expand in Southeast Asia as more companies commit to rewarding investors via dividends. 

Further east, Japan’s recently elected prime minister, Sanae Takaichi, comes into office with a pro-business 

and pro-consumer agenda, which could further the existing economic momentum. Not surprisingly, one of 

her first announced initiatives was to call for a meeting with President Trump to discuss continued defense 

spending initiatives. We will see if she can gain the full support of parliament to move forward her pro-

stimulative agenda or if the inflation hawks will push back and undermine her efforts. We believe that 2026 

will be another strong year in Japan. 
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Back at home, we are likely to see a major transition at the Federal Reserve in 2026. We believe current 

Federal Reserve Chair Jerome Powell has done an admirable job given the challenges that occurred during 

his time, but his term will end in 2026 and make no doubt that a more dovish Fed will emerge, leading to 

additional rate cuts in 2026, which should be stimulative for the economy and markets. Many of the same 

trends that have contributed to the earnings growth in 2025 will likely remain in the year ahead, these would 

include AI-related spending and the associated benefits to other sectors of the economy, and continued 

consumer spending at least at the mid to upper cohort range. The upcoming year could also be the first 

instance when we begin to see broad-based AI-related productivity enhancements that could bolster 

margins. Lastly, we are looking for green shoots of industrial activity in 2026 after a prolonged bear market 

of sub 50 PMI readings – the catalyst could be the onshoring of industrial activity from both domestic and 

foreign companies investing in the US. 

Offsetting these tailwinds, expectations are elevated entering the new year and we believe that applies to 

both the economy and earnings growth. Valuations are elevated but we still believe they can be maintained 

if earnings momentum continues in 2026. In our minds, the biggest unknown is the ramifications of trade 

tariffs in 2026 and whether we see upward pressure on inflation at a time when the Federal Reserve will be 

lowering rates (i.e. policy error). This potential will manifest itself through interest rate volatility first and stock 

market volatility second. At this early date, companies seem to be navigating the tariffs well and there has 

been no discernible impact on government inflation data (yet) but the government remains in a shutdown 

and this is occurring at a time when data integrity is being questioned (i.e. BLS) making it a difficult forecasting 

environment. President Trump’s affinity for higher asset prices may just be enough to keep the policy agenda 

in check in 2026. 

We have yet to enter a year when there wasn’t macro-economic and business uncertainty and 2026 will be 

no exception. Thank you for your interest in Blue Current. For more information on our strategy, please visit 

http://www.bluecurrentportfolios.com. 

Sincerely,  

 

                            
 

Dennis Sabo, CFA                                             Harry Jones 

Portfolio Manager                                         Portfolio Advisor 

 

 

 

 

http://www.bluecurrentportfolios.com/
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Source: Blue Current Asset Management. See GIPS® disclosure at the end of this report. 

 

Blue Current Global Dividend Strategy Composite includes all fully discretionary, fee paying accounts under 

management following a common investment objective, including those accounts no longer with the firm. Blue Current 

Asset Management offers pre-defined equity strategies using a team-managed approach. Prior to January 1, 2018, the 

GIPS Firm Definition included certain fixed income strategies; however, it was determined that these strategies were 

managed differently and did not meet the pre-defined, team-based approach required for inclusion in the GIPS Firm. 

The GIPS “firm” definition is the foundation to ensure all portfolio accounts within the division of Blue Current Asset 

Management are assigned to a composite. The Composite invests primarily in domestic or international securities the 

portfolio manager feels have the potential to deliver outperformance due to a combination of price appreciation and 

current income in the form of a dividend. The composite will typically invest in securities with a current dividend yield in 

excess of the broad equity markets with a history of consistently increasing the dividend rate and with what we believe 

to be strong fundamentals at an attractive price (i.e. low use of leverage, operating margins in excess of 5%, free 

positive cash flow yield, a price to earnings ratio at or below the market average, and earnings growth).  

 

The Blue Current Global Dividend Strategy Composite was created and incepted on 1 January 2009. The U.S. Dollar 

is the currency used to express performance. Returns are presented gross and net of management fees and include 

the reinvestment of all income. Net of fee performance was calculated using the highest allowable annual management 

fee of 1% applied monthly. The annual composite dispersion presented is a gross asset-weighted standard deviation 

calculated for the accounts in the composite the entire year. Policies for valuing investments, calculating performance, 

and preparing GIPS Reports are available upon request. Past performance is not indicative of future results.  

 

The investment management fee schedule for the composite is 1% on the first $5 million, 0.7% on the next $5 million, 

0.65% on the next $10 million, 0.55% on the next $30 million, 0.45% on the next $50 million. Fees for assets over $100 

million are at a rate customized to the client. Actual investment advisory fees incurred by clients may vary. The 

benchmark MSCI World Index includes 1650 stocks located across 23 developed countries and captures approximately 

85% of the free float-adjusted market capitalization in each country. MSCI uses the maximum withholding tax rate 

applicable to institutional investors in calculating MSCI net dividends. Withholding taxes may vary according to the 
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investor’s domicile. Composite returns are calculated net of withholding tax and represent investors domiciled primarily 

in the United States. The MSCI Indices uses withholding tax rates applicable to GHI Country holding companies. The 

benchmark MSCI World High Dividend Yield Index is based on the MSCI World Index, its parent index, and includes 

large and mid-cap stocks across 23 Developed Markets countries. The index is designed to reflect the performance of 

equities in the parent index (excluding REITs) with higher dividend income and quality characteristics than average 

dividend yields that are both sustainable and persistent. The index also applies quality screens and reviews 12-month 

past performance to omit stocks with potentially deteriorating fundamentals that could force them to cut or reduce 

dividends. MSCI uses the maximum withholding tax rate applicable to institutional investors in calculating MSCI net 

dividends.  

 

Blue Current claims compliance with the Global investment Performance Standards (GIPS®) and has prepared and 

presented this report in compliance with the GIPS standards. Blue Current has been independently verified for the 

periods January 2009 to December 2024. The verification reports are available upon request. A firm that claims 

compliance with the GIPS standards must establish policies and procedures for complying with all the applicable 

requirements of the GIPS standards. Verification provides assurance on whether the firm's policies and procedures 

related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of 

performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide 

basis. The Blue Current Global Dividend Strategy Composite has had a performance examination for the periods 

January 2009 to December 2024. Verification does not provide assurance on the accuracy of any specific performance 

report. Note: Blue Current firm AUM has been amended. Ashland Partners & Company verified for the periods January 

2009 to December 2016 and ACA Performance Services has verified performance from January 2017 to December 

2024. The firm's list of composite descriptions and broad distribution pooled funds is available upon request. GIPS® is 

a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant 

the accuracy or quality of the content contained herein.  

 

Blue Current Asset Management is an Atlanta, GA-based division of SCS Capital Management, LLC (“SCS”). SCS is a 

registered investment adviser based in Boston, MA. Blue Current manages separate account strategies with defined 

investment objectives styles. All employees who work within the Blue Current division of SCS may also manage assets 

for SCS outside of the Blue Current division.  

 

For additional information, please refer to bluecurrentportfolios.com. 
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Disclosure and Risk Summary 
The views expressed in this document, and the description of data supporting these views, are those of SCS Capital Management, LLC (together 

with its affiliates, “SCS”). The materials contained herein do not constitute an offer to sell or a solicitation of an offer to buy any security. Securities 

may not be offered, sold or delivered to any prospective investor who does not satisfy certain minimum financial and sophistication criteria, or in any 

jurisdiction in which such offer is not authorized. SCS does not provide tax, accounting or legal advice and prospective investors should consult their 

professional advisers as to the tax or legal consequences of any potential investment. 

 

The information in this document is as of the date indicated and is subject to change without notice. In preparing this document, SCS has relied upon 

certain information provided by third parties without independent verification of the accuracy or completeness of such information. The information 

contained herein is confidential, is intended only for the recipient and may contain information that is proprietary, constitutes a trade secret and/or is 

subject to copyright. By receipt of this document, the recipient agrees that it will not distribute this document, in whole or in part, to others, except to 

the recipient’s professional advisers for purposes of advising the recipient, without the prior written consent of SCS. 

 
Forward Looking Statements 

Certain statements contained in this document may be forward-looking statements. By their nature, forward-looking statements involve a number of 

risks, uncertainties and assumptions that could cause actual results or events to differ materially from those expressed or implied by the forward-

looking statements.  Forward-looking statements that reference past trends or activities should not be taken as a representation that such trends or 

activities will necessarily continue in the future. Any economic or market forecast presented herein reflects the judgment of SCS as of the date of this 

material and is subject to change.  

 

Risks 

All investments risk loss of capital and there is no guarantee that an investment will achieve its investment objective. Equity investments carry market 

risk, meaning stock prices may decline due to factors such as negative company news, industry developments, or broader economic downturns. 

Strategies that focus on dividend-paying stocks may face additional risks, including higher exposure to specific sectors, leading to concentration risk 

as compared to the broader equity market. Investing internationally introduces further risks. Holdings in non-U.S. stocks may be affected by political 

instability, currency fluctuations, liquidity issues, inflation, economic shifts, social unrest, changes in government policy, and differing accounting 

standards. This strategy may also invest in American Depositary Receipts (ADRs), which are subject to the same currency and economic risks as 

the underlying foreign securities. Dividend payments are not guaranteed and may vary. Focusing on dividend-paying stocks can potentially lead to 

underperformance relative to portfolios that do not consider dividend history. Additionally, companies known for paying dividends may not benefit as 

much during broad market rallies. Rising interest rates or economic weakness could lead such companies to cut or eliminate their dividends 

unexpectedly. While dividend yield contributes to overall performance, it should not be the sole factor in investment decisions. 

 

Performance and Fees 
Performance presented prior to February 1, 2025 represents the track record achieved by the Blue Current division of Edge Capital Group LLC 

(“Edge”) and is considered to be predecessor performance. Edge merged with SCS Capital Management LLC on February 1, 2025. The Blue Current 

investment team continues to manage substantially the same strategy and accounts post-merger. Performance for the most recent time period 

presented may be based on estimated returns and is subject to change. Performance of individually managed accounts will vary based on constraints, 

timing, funding levels and other factors and may be lower or higher than any performance shown herein. Unless otherwise indicated, performance 

shown is net of fees and expenses incurred at the underlying fund or account level and includes the reinvestment of dividends and other earnings. 

Past performance may not be indicative of future results. 

 
Hypothetical Performance 

Hypothetical performance results have many inherent limitations, some of which are described below. No representation is being made that any 

account will or is likely to achieve gains or losses similar to those shown. In fact, there are frequently sharp differences between hypothetical 

performance results and the actual results subsequently achieved by any particular investment program. One of the limitations of hypothetical 

performance results is that they are generally prepared with the benefit of hindsight. In addition, hypothetical trading does not involve financial risk, 

and no hypothetical trading record can completely account for the impact of financial risk in actual trading. For example, the ability to withstand losses 

or to adhere to a particular trading program in spite of investment losses are material points which can also adversely affect actual results. There are 

numerous other factors related to the markets in general or to the implementation of any specific investment program which cannot be fully accounted 

for in the preparation of hypothetical performance results and all of which can adversely affect actual results. 

 

Index Performance  

Index returns are sourced from Bloomberg Financial Markets, eVestment, Factset or the index’s proprietary website. Indices are presented for 

informational purposes to show general trends in the markets for the period shown and are not intended to imply that a portfolio is constructed to 

match the index either in composition or level of risk. A variety of factors may cause an index to be an inaccurate benchmark for a particular portfolio 

and an index may not necessarily reflect the actual investment strategy of a portfolio. Indices reflect reinvestment of dividends and distributions but 

are unmanaged, not investable, and have no management fees or expenses. A description of any index presented in these materials is available 

from SCS upon request.  
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PAST PERFORMANCE CANNOT BE CONSTRUED AS AN INDICATOR OF FUTURE RESULTS BECAUSE OF, AMONG OTHER THINGS, 

POSSIBLE DIFFERENCES IN MARKET CONDITIONS, INVESTMENT STRATEGY, AND REGULATORY CLIMATE. THERE IS NO ASSURANCE 

THAT THE FUND WILL ACHIEVE ITS INVESTMENT OBJECTIVE. INDEX INFORMATION (I) IS INCLUDED MERELY TO SHOW THE GENERAL 

TREND IN THE EQUITY MARKETS FOR THE PERIODS INDICATED AND IS NOT INTENDED TO IMPLY THAT THE FUND’S PORTFOLIO WILL 

BE SIMILAR TO THE INDICES IN EITHER COMPOSITION OR RISK AND (II) HAS BEEN OBTAINED FROM SOURCES BELIEVED TO BE 

ACCURATE. 

 
This presentation is solely for the recipient. By accepting this report, the recipient acknowledges that distribution to any other person is unauthorized 

and any reproduction of this report, in whole or in part, without the prior consent of SCS Capital Management LLC, is strictly prohibited. 
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