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From a performance perspective, the third quarter appeared somewhat uneventful, but 
noise resonated through global markets creating significant intra-quarter volatility. Inves-
tors grappled with concerns about ongoing trade tensions between the U.S. and China, 
geopolitical unrest, and expectations for softening global growth. At the same time, the 
possibility for more accommodative monetary policy from various central banks around 
the world helped to allay concerns. Investors, who had favored growth and quality for 
much of the year, abruptly changed their tune in September, preferring value over growth 
and rewarding companies with high leverage, low margins and low returns on capital. 

The period illustrates how headline risk and macroeconomic uncertainty may sway behav-
ior in the short term without regard to the long-term value of a business. Like all Polen Cap-
ital strategies, the Polen International Small Company Growth strategy employs an invest-
ment philosophy and process to invest in high-quality, financially sound growth businesses 
that can sustain that growth over several years. The third quarter backdrop reinforces this 
belief system, and we feel it is essential to driving both capital preservation and long-term 
alpha for our clients. 

When it comes to quality companies, we mean the Portfolio’s companies must exhibit not 
just quality today, but durable quality that we believe will allow the company to shine re-
gardless of the economic environment. We believe the types of companies we seek to own 
can double their value every five to seven years and that the power of compounding over 
long holding periods can deliver compelling returns to our investors. In our experience, 
quality companies tend to surprise to the upside because they generally have stronger 
competitive advantages and the potential to compound their value for longer than most 
investors often appreciate.

Rob Forker
Portfolio Manager & Analyst

• The Polen International Small Company Growth strategy launched January 2, 2019 with
an objective aligned with our firm’s mission: preserve and grow client assets to protect
their present and enable their future.

• We will seek to achieve the strategy’s objectives through concentrated investments in
high-quality small company growth businesses outside the United States.

• During the third quarter of 2019, the Polen International Small Company Growth Com-
posite Portfolio (the “Portfolio”) returned  -1.71% on a gross of fees basis compared to
-1.19% for the MSCI All Country World ex-USA Small Cap Index (the “Index”).

• Year-to-date 2019, the Portfolio returned 23.98% gross of fees compared to the Index re-
turn of 10.27%. The Portfolio outperformed the Index by 1,371 basis points year to date.

Please reference the supplemental information to the composite performance which accompanies this commentary.



Please reference the supplemental information to the composite performance which accompanies this commentary.

To find the high-quality companies we seek, we adhere to a 
rigorous investment process. When discussing this process, 
we are often asked, “How do you cover 4,300 companies?”  
The answer is, “We don’t.” Our benchmark includes 4,300 
companies. While each of the 4,300 companies are within our 
investable universe, most fall well short of meeting our strict 
investment criteria. 

We prefer to think of our investable universe of 4,300 compa-
nies as a vast ocean and believe that we can quickly pare this 
ocean down to a much smaller, well-stocked pond. This pond 
is filled with only those companies that meet our guardrails 
and have high-quality attributes.

We define our guardrails as:

• Real organic growth
• Stable to increasing profit margins
• High and / or expanding returns (ROE & ROIC)
• Abundant free cash flow to reinvest in the business
• Strong balance sheet

Most of these companies will still fall short during our due 
diligence process—many are often exposed to cyclical factors, 
fail basic SWOT analysis, or are perceived by us to have bene-
fited from luck rather than skill to drive their financial results. 

We narrow our universe not to make it easier on ourselves but 
to ensure we are focused on the few companies that fulfill our 
guardrails and meet our definition of a great investment. This 
focus keeps us disciplined and working toward our ultimate 
goal of achieving attractive results for our clients.

Few companies meet our high-quality hurdles. Therefore, the 
Portfolio is concentrated. As of September 30, the Portfolio 
held 30 of what we believe are the best international com-
panies.  Over time, we expect this range to be between 25 to 
35 companies. This represents less than 1% of publicly traded 
companies in our Index, and the Portfolio’s active share cur-
rently stands at 98%. 

Many companies exhibit quality attributes during short peri-
ods of time, but very few can sustain quality. Competition is 
fierce, industries change, government regulations and laws 
can be rewritten. Our definition of a great business must meet 
all of our "flywheel" attributes which include:

• Effective Management
• A uniquely positioned product or service
• A repeatable sales process
• Robust earnings and cash flow
• Value creating reinvestment

The flywheel is a virtuous cycle that makes the enterprises 
stronger over time and ensures the durability of quality. This is 
a crucial aspect of our process. In our experience, companies
that produce strong cash flow and, most importantly, reinvest
cash wisely, get stronger with the passage of time. We view

the secret ingredient to be effective management—we want 
to see management creating, maintaining, and hopefully ac-
celerating the flywheel.

If any part of a company’s flywheel breaks, we see it as a prob-
lem. It signifies to us that the competitive advantage of the 
company may be deteriorating. If we find the deterioration 
to be in violation of our investment criteria, we will consider 
selling our position.

Consistent with all Polen Capital strategies, the majority of 
capital is deployed in sectors that are best characterized as 
quality. These include the technology (including communica-
tions), healthcare, and the consumer sectors—approximately 
75% of the businesses we own today are within these sectors. 
Approximately 20% of the Portfolio is in industrials and the 
remaining ~5% is in financials. It is important to note that we 
believe many of the industrial companies could be classified 
as technology or consumer given their underlying business 
drivers. The strategy does not own businesses in the energy, 
utilities, materials, real estate or legacy telecommunications, 
and we feel it is unlikely we will own any businesses in these 
commodity-oriented sectors.   

In analyzing geographic exposure, regional allocation data 
will generally exhibit country of domicile, but we prefer to 
think about revenue by region to more accurately showcase 
where capital has been deployed. To this end, the Portfolio 
derives approximately ~43% of revenues in Europe, ~34% in 
the Americas, ~20% in Asia, and ~3% in Africa & Middle East. 
The Portfolio derives ~13% of revenue from emerging markets 
versus ~23% for the Index. This underweight is not intentional 
nor illustrative of a top-down view; rather, it is a byproduct of 
our investment process.

During the third quarter, the Index declined 1%. Returns for 
major indices in Europe ranged -4% to +1%, the Americas 
-4.5% to +1%, and Asia -8% to +4%. Asia had the largest dis-
persion with Japan up almost 3% and Taiwan up about 4%,
but Hong Kong and South Korea were each down roughly 7%.
Emerging markets underperformed developed markets by ap-
proximately 300 basis points during the quarter.

From a geographic standpoint, Asia Pacific and North Amer-
ica were additive to Portfolio returns while Western Europe 
and South America detracted from returns. From a sector per-
spective, the communications sector and financials contrib-
uted to returns while healthcare and consumer discretionary 
detracted. 

As it relates to style, quality was a headwind during the quar-
ter, but remains a performance tailwind year-to-date.  In fact,
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quality has shown to be a powerful tailwind for results within 
the international small cap category over longer-term time 
periods.

Foreign exchange was a modest headwind during the quar-
ter, detracting by approximately 15 basis points. Over time, 
we will consistently highlight the effect of foreign exchange 
on the portfolio. As a reminder, the strategy does not hedge 
currency.

We are encouraged by the strategy’s strong performance 
since inception but re-emphasize that our investment time 
horizon is 3 – 5 years. The hard work we do today and our 
adherence to our investment process should yield compelling 
returns years, not just months, from now. 

During the third quarter, the leading contributors to the Port-
folio were Kakaku.com, Inc. and CTS Eventim AG.

Kakaku.com was up ~28% during the period. Kakaku.com is a 
Japanese technology company that owns and operates differ-
ent websites. Its two main assets include Kakaku.com, a price 
comparison website for consumers that is similar to Yelp in 
the U.S., and Tabelog.com, a restaurant review, reservation, 
and advertising website similar to OpenTable in the U.S. Both 
websites benefit from well-recognized and respected brands, 
dominant market share position, enviable network effects, 
and are capital lite and highly cash generative. We feel that 
the company is led by a strong management team with an 
impressive track record of capital allocation. Kakaku.com con-
tinues to benefit from increased monthly users to its web-
sites, growth in fee-paying restaurants within Tabelog.com, 
consistently high margins, and strong earnings and cash flow 
growth.

CTS Eventim was up ~21% in the period. The company has 
dominant market share and holds the leading market position 
in ticketing. This is most apparent in Germany, Italy, Switzer-
land, and Austria. In our view, CTS Eventim is best positioned 
to benefit from the long secular growth tailwind for live en-
tertainment. Last, the shift from offline to online ticketing ap-
pears to have had positive impacts to EBITDA. More recently, 
CTS Eventim has executed thoughtful acquisitions that we be-
lieve will accelerate the company’s initiatives in both France 
and Russia.

The two bottom contributors for the quarter were Compu-
Group Medical SE and Thule Group AB.

CompuGroup was down approximately 25% during the pe-
riod. The firm develops software for doctors and commands 
retention rates in the high 98 – 99% range depending on the 
product. This high visibility on cash flow allows the firm to 
re-invest in new geographies and develop products in the fu-
ture.  For example, CompuGroup is working on video confer-
encing solutions for doctors in key markets such as Germany 
and France. While some of the stock’s underperformance in

Please reference the supplemental information to the composite performance which accompanies this commentary.

the last 60 trading days can be attributed to fundamentals, 
we do not view those reasons as impactful to the long-term 
prospects of the company.

Thule Group was down roughly 23% during the period. Thule 
Group is a Swedish-headquartered company that makes car-
riers, luggage, backpacks, and baby strollers. The company 
has strong brand recognition and appears to have successfully 
de-emphasized/discontinued commodity-oriented offerings 
in favor of enhanced focus on higher value products. The CEO 
is impressive, in our view, and has a strong track record of cap-
ital allocation. To that end, the company has added bolt-on ac-
quisitions that further strengthen the enterprise and bolsters 
its positioning by both product and geography. Underper-
formance during the quarter may be attributable to Chinese 
tariffs, manageable inventory issues, and some end-market 
weakness in select areas like the European RV market and the 
Russian economy. We monitor these risks and many more but 
believe that the company has a strong brand that resonates 
with consumers in a variety of categories. Over the long-term, 
we believe this high-quality company should compound its 
value at an attractive level.

In terms of activity, we made some changes to the Portfolio in 
the quarter. Turnover on an annualized basis is ~25%, which 
is consistent with our time horizon. We initiated positions in 
Scout24 AG and Netcompany Group A/S, and sold our posi-
tion in Halma Plc.

Scout24 is a high-quality company that we believe holds a 
sustainable competitive advantage due to network effects. 
It operates online classifieds businesses in real estate and 
auto in Germany and several other European countries. As 
the dominant player, evidenced by its market share, it has 
uniquely positioned products that generate a high ROI for its 
subscribers. Within the framework of our investment pro-
cess, the high ROI for subscribers drives the flywheel. Agents 
and dealers cannot effectively conduct their business with-
out Scout24. The company has high visibility on revenue, 
with over 80% being subscription-based, and this visibility al-
lows for ongoing investment to make the enterprise stronger 
and drive further market share gains. Return on equity is high 
and we believe is likely to rise over time. Leverage is modest 
at less than 3x net debt to EBITDA and free cash flow (FCF) 
conversion is over 100%.

Netcompany is, in our view, a quality company that will com-
pound its value at a ~20% rate for the foreseeable future. It 
has a strong position in the IT services industry in Northern 
Europe. The company’s total addressable market appears 
vast and is expanding, and we expect to benefit from numer-
ous secular tailwinds including governments and companies
shifting their IT spend towards services that help with digi-
talization and business process re-engineering. Netcompany 
has leveraged its unique go-to-market, best-in-class delivery 
track record, and strong talent pool to continue to win proj-
ects.



With Halma, we sold for two primary factors— the market 
capitalization of the company is nearly $10 billion after its 
performance year to date and our view on valuation is that 
it is advantageous to deploy that capital to more promising 
investments. This aligns to one of our sell disciplines: identi-
fication of a more attractive alternative.

We also trimmed positions NICE Ltd., TMX Group, Ltd., Am-
plifon S.P.A., SimCorp A/S, and TOMRA Systems ASA. The 
factors that generally influence a trim/sell decision are threat 
to competitive advantage, deterioration in fundamentals, ex-
pected return and portfolio construction discipline.

The decision to trim Nice was driven by the company’s ap-
preciation to a nearly $10 billion market capitalization, and 
its expected return became less compelling to us after its 
~45% appreciation year to date. We trimmed our weighting 
in TMX Group due to construction discipline and risk man-
agement. TMX Group is a high-quality company, but it has a 
wider range of outcomes than other companies in the port-
folio and its position size had grown outsized, in our view. 
TMX Group relies on volume (volatility) and strong capital 
markets for a portion of their revenues. We trimmed the po-
sition in TMX Group back to a more “normal” weight. We 
reduced our weighting in Amplifon because the stock had 
appreciated nearly 65% year to date, and we identified Net-
company as an attractive alternative for the Portfolio. Last, 
we trimmed Simcorp and Tomra and redeployed the capital 
to fund an attractive alternative in Scout24.

We feel the opportunity for long and prolonged growth 
among international small-cap companies is abundant. The 
macroeconomic and geopolitical overhangs that have re-
cently roiled markets will likely persist for some time. Rather 
than trying to predict the outcomes of these risks, we prefer 
to focus on company-specific qualities that we believe can 
weather these conditions regardless of their outcomes. 

The last ten years have been punishing for international 
stocks—the ten-year annualized return for international 
stocks is 6.5% versus the S&P 500 producing nearly double 
that rate of return. But, we note that international stocks 
outperformed U.S. stocks in the 1970s, 1980s, and 2000s 
and underperformed U.S. stocks in the 1990s and the latest 
decade. With current valuations, we feel the opportunity is 
ripe for deploying a disciplined investment process to find 
high-quality durable growth companies unrecognized by the 

market. In what is a highly inefficient investment category, 
we believe we have the potential to produce compelling al-
pha for our clients.

Ultimately, finding the attractive businesses we seek re-
quires a strong and discerning investment team. For us, 
building a team with members that have diverse back-
grounds and experiences and whose investment philoso-
phies are aligned was critical to achieving our mission for 
clients. Hence, our team includes the following members: 

I, Rob Forker, am the lead portfolio manager of the Interna-
tional Small Company Growth strategy. I joined Polen Capital 
after ten years at Loomis Sayles. During my time at Loomis 
Sayles, I researched global companies as part of central re-
search and as a member of the Global Opportunities Fund.  
My focus at Loomis was to identify quality companies that 
compounded their value over time. I received my B.A. and 
M.B.A. from the University of Virginia. I am also a member
of the Boston Economic Club.

Troy Renauld joined Polen Capital as a research analyst from 
Bright Rock Capital. At Bright Rock Capital, Troy focused 
on quality companies and his philosophical alignment has 
been additive to the team. He has also been studying and 
teaching principles of investing in high-quality companies 
for several years. Troy’s background as an engineer brings a 
unique perspective to our team. 

Whitney Crawford joined as a research analyst from Manu-
life Asset Management. Prior to Manulife, Whitney was an 
analyst at Fidelity Investments focused primarily on small 
cap research. Whitney brings a wealth of knowledge and 
skill in identifying high-quality companies that have a de-
fined competitive advantage.  

Shane Smith joined Polen Capital from Franklin Templeton. 
He brings international expertise and is well-traveled. Prior 
to Franklin Templeton, Shane received his B.S. in Environ-
mental Horticulture, graduating with honors, and his M.S. in 
Management with a minor in Soil and Water Science from 
the University of Florida. Shane is a CFA charter holder. 

Thank you for your interest in Polen Capital and please feel 
free to contact us with any questions or comments.

Sincerely,

Rob Forker

Outlook

1825 NW Corporate Blvd., Suite 300, Boca Raton, FL 33431
+ 1-800-358-1887 | www.polencapital.com

The commentary is not intended as guarantee of profitable outcomes. Any forward-looking statements are based on 
certain expectations and assumptions that are susceptible to changes in circumstances.

Please reference the supplemental information to the composite performance which accompanies this commentary.



Historical Performance 

International Small Company SMA Composite as of Sep‐30‐2019 

Polen (Gross)  Polen (Net)  ACWIxUS SC 

Sep‐19  0.67  0.67  2.43 

3 Month  ‐1.71 ‐1.96  ‐1.19 

YTD  23.98  23.08  10.27 

Since Inception (Jan 2, 2019)  23.98  23.08  10.27 

Returns are trailing through September‐30‐2019   

Annualized returns are presented for periods greater than 1 year.  

Source: Archer  

Please reference the supplemental information to the composite performance which accompanies this commentary.



GIPS Disclosure

Total assets and UMA assets are supplemental information to the Annual Disclosure Presentation. *Performance represents partial period (January 1, 2019 through March 31, 2019), assets and 
accounts are as of 03/31/19. **Total, UMA, and Firm Assets are preliminary figures and subject to further adjustment. *** 1Q2019 3 Year Standard Deviation is trailing through 03/31/19 for MSCI ACWI 
ex-USA Small Cap. 3 Year Standard Deviation is not available for the composite due to the composite’s January 1, 2019 creation date.

UMA Firm

Gross Net

1Q19* 25,338 9,620 15,718 1.16 1 2.84% 2.84% 0.15% - - 11.41

Polen Capital Management
International Small Company Growth Composite - Annual Disclosure Presentation

Composite Assets Annual Performance Results 3 Year Standard Deviation***

Year End
Total** 

(millions)
Assets** 
(millions)

Assets** 
(millions)

U.S. 
Dollars 

(millions)

Number of 
Accounts

Composite MSCI ACWI ex 
USA Small Cap

Composite 
Dispersion

Polen 
Gross

MSCI ACWI ex USA 
Small Cap



The International Small Company Growth Composite created on January 1, 2019 contains fully discretionary international small company equity accounts that are not managed within a wrap fee structure 
and for comparison purposes is measured against MSCI ACWI ex USA Small Cap. Polen Capital invests exclusively in a portfolio of high-quality companies. 

Polen Capital Management claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. Polen 
Capital Management has been independently verified by ACA Performance Services, LLC for the periods January 1, 2016 through December 31, 2018.  A verification covering the periods from April 1, 
1992 through December 31, 2015 was performed by Ashland Partners & Company LLP, which was acquired by ACA Performance Services, LLC, whose report expressed an unqualified opinion thereon.

Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the firm’s policies and procedures are designed 
to calculate and present performance in compliance with the GIPS standards.  Verification does not ensure the accuracy of any specific composite presentation. 

Polen Capital Management is an independent registered investment adviser. The firm maintains a complete list and description of composites, which is available upon request. In July 2007, the firm was 
reorganized from an S-corporation into an LLC and changed names from Polen Capital Management, Inc. to Polen Capital Management, LLC.

Results are based on fully discretionary accounts under management, including those accounts no longer with the firm. Past performance is not indicative of future results. Effective January 1, 2018, 
accounts must be fully invested at the market open on the first business day of the month, in order to be included in that month’s composite. 

The U.S. Dollar is the currency used to express performance. Returns are presented gross and net of fees and include the reinvestment of all income. Net of fee performance was calculated using actual 
fees. The annual composite dispersion presented is an asset-weighted standard deviation calculated for the accounts in the composite the entire year. Policies for valuing portfolios, calculating 
performance, and preparing compliant presentations are available upon request.

The management fee schedule is as follows: 
Institutional: Per annum fees for managing accounts are 100 basis points (1.00%) on the first $50 Million and 85 basis points (0.85%) on all assets above $50 Million of assets under management. HNW: 
Per annum fees for managing accounts are 175 basis points (1.75%) of the first $500,000 of assets under management and 125 basis points (1.25%) of amounts above $500,000 of assets under 
management. Actual investment advisory fees incurred by clients may vary.

Past performance does not guarantee future results and future accuracy and profitable results cannot be guaranteed. Performance figures are presented gross and net of fees and have been calculated 
after the deduction of all transaction costs and commissions. Polen Capital is an SEC registered investment advisor and its investment advisory fees are described in its Form ADV Part 2A. The advisory 
fees will reduce clients’ returns. The chart below depicts the effect of a 1% management fee on the growth of one dollar over a 10 year period at 10% (9% after fees) and 20% (19% after fees) assumed 
rates of return.

The MSCI ACWI ex USA Small Cap Index is a market capitalization weighted index designed to provide a broad measure of equity-market performance throughout the world (excluding the United States). 
The MSCI ACWI ex USA Small Cap is maintained by Morgan Stanley Capital International, and is comprised of stocks from both developed and emerging markets. 

The information provided in this document should not be construed as a recommendation to purchase or sell any particular security. There is no assurance that any securities discussed herein will remain 
in the composite or that the securities sold will not be repurchased. The securities discussed do not represent the composite’s entire portfolio. Actual holdings will vary depending on the size of the 
account, cash flows, and restrictions. It should not be assumed that any of the securities transactions or holdings discussed will prove to be profitable, or that the investment recommendations or decisions 
we make in the future will be profitable or will equal the investment performance of the securities discussed herein. A complete list of our past specific recommendations for the last year is available upon 
request.

Return 1 Year 2 Years 3 Years 4 Years 5 Years 6 Years 7 Years 8 Years 9 Years 10 Years 

10% 1.1 1.21 1.33 1.46 1.61 1.71 1.95 2.14 2.36 2.59 

9% 1.09 1.19 1.3 1.41 1.54 1.68 1.83 1.99 2.17 2.39 

20% 1.2 1.44 1.73 2.07 2.49 2.99 3.58 4.3 5.16 6.19 

19% 1.19 1.42 1.69 2.01 2.39 2.84 3.38 4.02 4.79 5.69 

GIPS Disclosure




