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THB International Micro Cap Fund ─ Class W
Quarterly Report – March 2019

Portfolio Commentary

Source: THB Asset Management
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Companies by Market Capitalisation

Market Commentary

1. Performance figures are presented in AUD on a net, pre-tax basis and assume the reinvestment 
of distributions. Past performance is not an indicator of future performance. Figures in the tables may 
not sum correctly due to rounding. 
2. Fund inception date was 23 August 2018 however inception performance for this class is calculated 
from 7 September 2018.

3. The MSCI World ex-USA Small Cap Total Return Index (AUD) captures small cap representation across 
22 of 23 Developed Markets (DM) countries (excluding the United States). With 2,559 constituents, 
the Index covers approximately 14% of the free float-adjusted market capitalisation in each country. 
Source: MSCI

Net Performance – 31 March 2019

Fund1
MSCI World 

ex USA 
Small Cap®

MSCI World 
ex USA 

Micro Cap®

1 Month1 0.5% 0.1% (0.1%)

3 Months 11.9% 9.9% 7.2%

Since Inception2 (10.0%) (4.2%) (6.6%)

Fund Details

Benchmark
MSCI World ex USA Small Cap 
Total Return Index (AUD)3

Inception Date2 23 August 2018

Fund Size A$57.8 million

The MSCI World ex USA Smallcap® Index (Index) returned +9.9% in 
AUD in Q1 with all sectors and countries generating positive returns.

Information Technology (+19.1%) was the best performing sector, 
followed by Energy (+16.7%) and Communication Services (+13.1%). 
Consumer Staples (+6.0%) was the worst performing sector, followed 
by Financials (+6.5%) and Materials (+7.9%).

United Kingdom (+14.8%) was the best performing country, followed 
by Finland (+14.4%) and Canada (+14.1%). Japan (+7.3%), Spain 
(+7.5%) and Belgium (+9.5%) were the worst performing countries in 
the Index. 

Many of the concerns that contributed to the broad international 
selloff late last year were replaced with optimism regarding a 
potential U.S./China trade resolution, steps taken by the Chinese 
government (including tax cuts) to combat slowing growth, and a 
more dovish stance from the Federal Reserve that left interest rates 
unchanged and scaled back projections for further rate hikes in 2019. 
These largely overshadowed European fiscal concerns as a final 
resolution over Brexit has yet to be reached.

The THB International Micro Cap Fund - Class W returned +11.9% (net 
of fees) in Q1, outperforming the Index by +2.0%.

Positive contribution came from stock selection in Japan, Australia, 
and Canada as well as overallocation to Germany. Detractors from 
performance included stock selection in United Kingdom and Finland, 
as well as an overallocation to Japan. From a sector perspective, 
positive contribution came mainly from stock selection in Industrials 
and Health Care, as well as an overallocation to Information 
Technology. Stock selection in Consumer Discretionary, Materials 
as well as underallocation to Energy were the primary detractors to 
performance. 

THB’s top five performing stocks (from a contribution standpoint) 
were Appen Ltd., (Australia, Information Technology, +0.8%), Value 
Commerce Co., Ltd. (Japan, Communication Services, +0.8%), Digital 
Arts Inc. (Japan, Information Technology, +0.6%), Eckert & Ziegler 
Strahlen-und Medizintechnik AG (Germany, Health Care, +0.6%), and 
ZCL Composite (Canada, Energy, +0.4%).

The bottom five performing stocks (from a contribution standpoint) 
were Quixant PLC (United Kingdom, Consumer Discretionary, 
-0.1%), Nozawa Corp (Japan, Materials, -0.1%), G5 Entertainment 
(Sweden, Communication Services, -0.1%), Maeda Kosen Co Ltd 
(Japan, Industrials, -0.1%) and Gakkyusha Co. Ltd (Japan, Consumer 
Discretionary, -0.1%).

Current valuations remain very attractive on a relative and absolute 
basis and THB believes the current environment presents a great 
buying opportunity for high quality, well capitalised international 
micro cap equities.
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During Q1, three of the portfolio companies were acquired in all 
cash transactions. ZCL Composites Inc was acquired by ShawCor Ltd 
for a 35% premium. Gluskin Sheff + Associates Inc was acquired by 
ONEX Coro for a 30% premium. CGI Nordic Holdings made an offer 
for Acando AB for a 44% premium.

Acando (ACAN)

Acando, headquartered in Stockholm, Sweden, is a leading IT 
and strategy consulting company serving the Northern European 
market. Due to its established position in the industrial sector, the 
company has successfully monetised the industrial transformation 
megatrend with its leading digital solutions which account for 
50% of its revenues. Long-term demand is expected to remain 
favourable across Acando’s markets, driven by accelerating 
digital transformation, digital content in products and services, 
and completely new application areas for technology in business 
processes. The company reported a record 2018 fiscal year with 
both revenue and operating profits reaching new highs. In March 
2018, the company received a take-out offer by a strategic buyer for 
a cash consideration of SEK 41.45 per share, a premium of 44.2%. 
The acquirer, CGI - a Canadian based company, is among the largest 
independent IT and business consulting services firm in the world. 
The transaction supports THB’s view that the microcap universe 
remains undervalued and inefficient given the high take-out 
premium and high-quality of the business. 

ValueCommerce (2491)

ValueCommerce, headquartered in Tokyo, Japan, is a performance 
marketing company that provides total solutions in e-commerce 
from customer attraction to retention and conversion. The growth 
in e-commerce has been disrupting the retail industry and driving 
demand for improved ad performance and customer conversion 
solutions. ValueCommerce has grown to be a pioneer in the 
affiliate marketing (pay-for-performance ads) having built one of 
the largest advertising networks in Japan. The company has a close 
collaboration with Yahoo Japan Group by providing both pay-per-
click ads and its proprietary CRM tool for the stores on Yahoo! 
Shopping, one the Japan’s largest online shopping malls. Its financial 
performance reflects the strong market growth with revenues 
increasing from ¥12M to ¥21M and EBITDA margins expanding from 
12% to 20% over the past 5 years (FY2013 -FY2018). 

Stocks in Focus
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For more information contact: 
Natalie Hall on +61 2 9328 6445 or  
nataliehall@brookvine.com.au

This document has been prepared and issued by Thomson Horstmann & Bryant Inc. (THB) and is intended for the general information of ‘wholesale clients’ (as defined in the Corporations Act 2001) only. THB is 
exempt  from holding an Australian Financial Services Licence pursuant to ASIC Class Order 03/1100 ‘Relief for US SEC regulated financial service providers’ in respect of the financial services it provides to Wholesale 
Clients, and is not licensed to provide financial services to retail clients, in Australia. THB is regulated by the Securities and Exchange Commission of the United States of America under US laws, which differ from 
Australian laws. Equity Trustees Limited (Equity Trustees) (ABN 46 004 031 298, AFSL 240975) is a subsidiary of EQT Holdings Limited (ABN 22607 797 615), a publicly listed company on the Australian Securities 
Exchange (ASX:EQT). Equity Trustees is the Responsible Entity of the THB International Micro Cap Fund (ARSN 623 620 744). This document is neither an offer to sell or a solicitation of any offer to acquire interests in 
any investment. The information contained in this document is of a general nature only. Accordingly, reliance should not be placed on this information as the basis for making an investment, financial or other decision.  
In preparing this document, THB has not taken into account the investment objectives, financial situation and needs of any particular person. Before making any investment decision, you should consider whether the 
investment is appropriate in light of those matters. Whilst every effort is taken to ensure the information in this document is accurate, THB provides no warranty as to the accuracy, reliability and completeness of the 
information in this document and you rely on this information at your own risk. To the extent permitted by law, THB disclaims all liability to any person relying on the information contained in this document in respect 
of any loss or damage (including consequential loss or damage) however caused, which may be suffered or arise directly or indirectly in respect of such information. Past performance is not a reliable indicator of 
future performance. The return of capital or any particular rate of return from the Fund is not guaranteed. You should obtain and consider the Fund’s Product Disclosure Statement (PDS) before deciding whether to 
acquire, or continue to hold, an interest in the Fund. Applications can only be accepted on an application form attached to a current Product Disclosure Statement. Neither THB, Equity Trustees nor any of its related 
parties, their employees or directors, provide and warranty of accuracy or reliability in relation to such information or accepts any liability to any person who relies on it.

THB Asset Management (THB) is an employee-owned boutique investment management firm based in Connecticut specialising in smaller 
company strategies. THB’s International Micro Cap strategy is based on the belief that there are inefficiencies in the micro cap segment of 
the market due to lack of analyst coverage, limited investable options, resource constraints and difficulty in identifying value. THB utilises a 
disciplined, fundamental approach that blends both qualitative and quantitative methods to construct a well-diversified, low-risk portfolio of 
companies that possess attractive operating metrics, yet with comparable valuation to the MSCI World ex USA Small Cap® Index.

Investment Strategy

Portfolio Statistics4 Top 10 Holdings5

1. Portfolio statistics are reported in USD. Source: THB Asset Management
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Sector Allocation5Country Allocation5

4.Portfolio statistics are reported in USD.
5. Portfolio holdings and allocations are subject to change and should not be considered as investment recommendations to trade individual securities. The securities identified and described do not represent 
all of the securities purchased, sold or recommended for client accounts. The reader should not assume that an investment in the securities identified were or will be profitable. There is no assurance that any 
securities discussed herein will remain in the portfolio at the time you receive this report, or that securities sold have not been repurchased. There can be no assurance that investment objectives will be achieved. 
A full list showing every holding’s contribution to the overall account’s performance during the measurement period and calculation methodology is available upon request.

Source: THB Asset Management

Source: THB Asset Management Source: THB Asset Management

Stock Sector/Country
Portfolio 
Weight

Digital Arts Inc Technology/Japan 1.9%

Appen Ltd Technology/Australia 1.8%

ValueCommerce Co Ltd Communications/Japan 1.7%

Solutions 30 SE Technology/France 1.6%

GB Group Plc Technology/UK 1.6%

Hypoport AG Financials/Germany 1.4%

Biotage AB Health Care/Sweden 1.4%

Eckert & Ziegler AG Health Care/Germany 1.3%

Tokyo Rakutenchi Co Ltd Real Estate/Japan 1.2%

Treatt Plc Materials/UK 1.2%

As at 31 March 2019

Fund Benchmark

Weighted Avg Market Cap US$515m US$2,585m

Price/Sales 1.5x 0.9x

Price/Book 2.8x 1.5x

Dividend Yield 2.1% 2.6%

Number of Securities 150 2,541

Standard Deviation 15.0% 12.6%

Sharpe Ratio 1.0 0.5

Beta 1.1

Tracking Error 5.6

Information Ratio 1.5


