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Seeks Growth & Capital Preservation (Performance (%) as of 6-30-2022)

The performance data quoted represents past performance and does not guarantee future results. Current performance may be lower or higher. Periods over 
one-year are annualized. Please reference the GIPS Report which accompanies this commentary.

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

• Over the second quarter of 2022, Polen Global SMID 
Company Growth Composite Portfolio (the 
“Portfolio”) returned -25.08% gross and -25.14% net 
of fees, respectively, versus the -16.81% return of the 
MSCI ACWI SMID Capitalization Index (the “Index”). 

• The top absolute contributors to the Portfolio’s 
performance over the second quarter included 
Azenta US Inc., Dechra Pharmaceuticals PLC, and 
TMX Group Limited. The most significant absolute 
detractors from performance included Globant S.A., 
Revolve Group, and Endava PLC.

• We initiated new positions in Tecan Group, Five 
Below Inc., Dechra Pharmaceuticals, Azenta, and 
Keyword Studios PLC, while exiting RH, Thule, and 
Etsy during the quarter.

• We continue to research and own companies where 
we believe our flywheel framework is intact and risk-
adjusted returns are compelling. 

• We are taking advantage of new opportunities in 
companies that we believe are attractive alternatives 
but did not previously meet our expected internal 
rate-of-return (IRR) hurdle. This includes some health 
care companies that have been on our watch list for 
years.
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Polen Global SMID Company Growth 
(Gross) 

-25.08 -41.85 - - - -39.45 

Polen Global SMID Company Growth 
(Net) 

-25.14 -41.97 - - - -39.87 

MSCI ACWI SMID Net -16.81 -22.14 - - - -20.53 
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Commentary

The second quarter of 2022 echoed themes that started earlier 
this year. Our Portfolio companies’ fundamentals continue to do 
well, but high inflation, rising interest rates, and a general “risk-
off” mentality have created some difficulty for our investing style. 
In response to surging inflation, the U.S. Federal Reserve Board 
(the “Fed”) continued to tighten interest rates, trying to balance 
the need to curtail rising prices and avoid the risk of tipping the 
economy into a recession. Whether the Fed’s strategy proves 
successful remains to be seen, and in the meantime, rumblings 
about inflation and a potential recession are getting louder. 

Among other macro developments, the absence of a quick and 
peaceful resolution to the Ukraine-Russia conflict as well as 
China’s COVID-zero policy contributed to persistent inflation, 
which the market may not have fully appreciated. Investor 
sentiment became increasingly negative as a result and multiples 
have continued to compress despite underlying fundamentals 
remaining solid.    

Certain market segments, including consumer discretionary, are 
under more acute selling pressure given fears about consumer 
weakness in recessionary periods. Another notable feature of the 
investment backdrop has been the outperformance of cyclical 
sectors, energy being the best example. With our focus on what 
we believe to be high-quality compounders over the long term, 
companies in this space tend not to fit our investment criteria. 

As expected, during periods of heightened volatility and a shifting 
economic environment, we are refining the Portfolio 
opportunistically. 

We are taking advantage of new 
opportunities in companies that we believe 
are superior alternatives but did not 
previously meet our expected internal rate-of-
return (IRR) hurdle.

This includes some health care companies that have been on our 
watch list for years. We are also taking profits by selling or trimming 
companies that have held up well that we believe have lower return 
expectations going forward.

Portfolio Performance & Attribution

Over the second quarter, the Portfolio returned -25.08% gross 
and -25.14% net of fees, respectively, versus the -16.81% return for 
the Index. Portfolio underperformance was driven primarily by 
security selection, as positive selection in financials and real estate 
was outweighed by negative selection in consumer discretionary 
and consumer staples. 

Sector allocation also detracted from relative performance due to 
our significant overweight in information technology. The Portfolio 
style was challenged by growth and quality underperforming the 
benchmark.

Market sectors we typically have less exposure to, including value 
and cyclical stocks such as energy, have continued to perform 
relatively well. We remain focused on finding companies with 
competitive advantages that we believe can compound earnings 
and cash flows over the long-term independent of commodity 
swings or economic cycles.  

Our most significant absolute contributors to performance over 
the second quarter were Azenta, Dechra Pharmaceuticals, and 
TMX Group Limited. 

Azenta is a life science sample management business. We 
initiated a position very late in the quarter and given that the 
Index was down more than 16% over the period and the stock was 
up over our short holding period, it appears as a top contributor to 
absolute returns.

Dechra Pharmaceuticals was another new position over the 
quarter. It is a U.K.-based animal health care company that we 
have followed for many years. We took advantage of share-price 
weakness to initiate a position in the stock. Like Azenta, the 
reason it appears as a top contributor over the quarter is a 
function of timing. 

TMX Group Limited, the company that operates the Toronto stock 
exchange, posted robust results indicative of the business’s overall 
stability. Earnings were ahead of consensus, revenues were up 
compared to last year, and we believe this is a high-quality, high-
returns business that can perform well in nearly any market 
environment.

Our most significant absolute detractors from performance 
included Globant, Revolve Group, and Endava.

Digitally native information technology (IT) service business 
Globant posted first-quarter revenue growth ahead of consensus, 
yet the stock has been weak with expectations of slowing growth 
and rising wage costs. We believe valuation has become 
considerably more attractive. While there may be some short-
term volatility, we believe Globant remains a great value, high-
quality business with substantial growth potential.

Revolve Group is an e-commerce fashion company that we believe 
is executing well. We also believe the stock weakness during the 
period was more sentiment-driven as the market grew 
increasingly concerned about consumer spending in a recession.

Endava, a leading global IT consulting business, experienced stock 
price weakness. Similar to Globant, this was not a function of any 
slowdown in demand or change to its core business but rather a 
reflection of the market’s broader concerns around future IT 
investment and spending.
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Portfolio Activity

We initiated new positions in Tecan Group, Five Below, Dechra
Pharmaceuticals, Azenta, and Keyword Studios. We increased our 
position in Euronext while exiting RH, Etsy, and Thule. We reduced 
our positions in Cochlear Ltd., Kinaxis, and CTS Eventim AG during 
the quarter.

Tecan Group is a Swiss-based health care technology company 
that has seen consistent customer demand driven by the high 
quality of its products and solutions, continuous innovation, and 
impressive underlying growth in genetic research, drug discovery, 
and detecting and treating cancer. We believe this is a high-
quality company with a favorable growth outlook and a narrow 
range of outcomes that was trading at an attractive valuation 
after a drawdown in its stock price.

Five Below is a leading, high-growth, value retailer in the U.S. with 
a differentiated and durable customer value proposition. We 
believe the company can compound its value at a high-teens rate 
over the next five years driven by a combination of mid-teens new 
store expansion, mid- to low-single digit comparable store 
growth, and modest margin expansion off its fixed-cost leverage.

Having followed U.K.-based animal health care company Dechra
Pharmaceuticals for years, we took advantage of recent share-
price weakness as our entry point for owning the business. Dechra
excels in niche segments of the animal health care industry and 
supplements its organic earnings growth with thoughtful mergers 
and acquisitions (M&A) and margin expansion. We believe its 
competitive advantages will lead to durable and profitable long-
term growth.

Azenta is a health care company that focuses on biological 
sample management. Previously known as Brooks Automation, 
the company re-branded as Azenta after selling its semiconductor 
business earlier this year. Azenta is the only end-to-end provider 
of reliable cold-chain sample management solutions and genomic 
services and benefits from the trend toward sample outsourcing 
by pharmaceutical and diagnostic companies.

Keyword Studios is the global leader in outsourced video game 
production services and enjoys relationships with nearly all leading 
game development companies worldwide. We believe the business 
has a long runaway of attractive growth opportunities ahead.

Given its attractive risk-reward profile and valuation, we 
increased the Portfolio’s position in Amsterdam-based Euronext, 
a leading exchange operator with exposure to European capital 
markets.

We also exited the Portfolio’s positions in RH and Etsy. While 
remaining two of the highest-quality companies in our investable 
universe, the discretionary nature of their products means that 
the range of outcomes has widened and recent shifts in the 
market presented us with what we believe to be superior 
alternatives.

We reduced the Portfolio’s positions in Cochlear and Kinaxis to 
add to Five Below. We also reduced the Portfolio’s outsized 
position in CTS Eventim to redeploy the capital to Euronext.

Outlook

We continue to stay focused on the long-term value propositions, 
competitive advantages, ongoing initiatives, growth opportunities, 
and potential earnings power of our Portfolio companies. In 
challenging periods like these, we believe the strong get stronger. 
In other words, we believe businesses with robust balance sheets 
that can self-fund growth are poised to withstand a potential 
recession, maintain resilience, and gain market share while their 
competition retreats. We believe the opportunity for long-term 
investors like us is more favorable than it has been in years. 

Thank you for your interest in Polen Capital and the Global SMID 
Company Growth strategy. Please contact us with any questions.

Sincerely,

Rob Forker

Experience in High Quality Growth Investing

Rob Forker 
Portfolio Manager & Analyst 
21 years of experience

Past performance is not indicative of future results. Returns are presented gross and net of management fees and include the reinvestment of all income. 

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 portfolio or that the securities sold will not be repurchased. 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 
information performance of the securities discussed herein. A complete list of our past specific recommendations is available upon request. 

MSCI ACWI SMID Cap is a market capitalization weighted equity index that measures the performance of the mid and small-cap segments across developed and 
emerging market countries. The index is maintained by Morgan Stanley Capital International.
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