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Seeks Growth & Capital Preservation (Performance (%) as of 3-31-2022)

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 first quarter of 2022, Polen International 
Small Company Growth Composite Portfolio (the 
“Portfolio”) returned -22.48% gross and -22.73% net 
of fees, respectively, versus the -6.51% return of the 
MSCI ACWI ex-US Small Capitalization Index (the 
“Index”). 

• The top absolute contributors to the Portfolio’s 
performance over the first quarter included Cochlear, 
TMX Group, and Euronext. The most significant 
absolute detractors from performance included 
Fevertree Drinks, Netcompany, and Thule Group.

• We initiated positions in Keywords Studios, and 
Euronext, while exiting Cybozu, and Smaregi during 
the quarter.

• While we are “macro aware” and monitor the impact 
of short-term market conditions on the companies 
we own (or seek to own), we base our investment 
decisions on a business’s underlying fundamentals 
and future growth prospects over the long term. 

• We believe a company’s earnings growth is a critical 
factor that dictates long-term stock returns.
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International Small Company Growth 
(Gross) 

-22.48 -22.48 -12.27 8.54 - 12.98 

International Small Company Growth 
(Net) 

-22.73 -22.73 -13.20 7.44 - 11.84 

MSCI ACWI Ex-US Small Cap Net -6.51 -6.51 0.04 10.21 - 12.74 
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Commentary

The year started with a generally favorable backdrop for global 
economic activity. However, ongoing pandemic-related supply 
chain issues, higher inflation, and fears that tighter-than-
expected monetary policies by global central banks would slow 
economic growth worldwide sparked an equity market selloff over 
the first quarter of 2022. With a rising interest rate environment 
becoming more of a possibility, investors turned from growth 
stocks to cyclical and value stocks. Russia’s invasion of Ukraine 
further exacerbated financial market volatility and investors 
turned away from long-duration assets to the “safety” of 
commodity and utility companies, which performed relatively well. 

Despite the heightened equity market uncertainty of the first 
quarter, we remain confident that our Portfolio holdings are 
performing at a very high level. We believe the notable divergence 
between underlying business fundamentals and stock prices that 
occurred over the quarter will not persist over our multi-year 
investment horizon. 

We believe a company’s earnings growth –
not short-term fluctuations in stock prices –
is a critical factor that dictates long-term 
stock returns. 

We target a mid-teens earnings growth rate or higher for any 
company we invest in. This growth threshold provides a potential 
cushion during periods of market and multiple contraction. To 
illustrate this concept for our clients, we created the Polen Heat 
Map, which serves to depict the relationship between earnings 
growth and changes in P/E multiples, and how this potentially 
influences long-term returns.

Portfolio Performance & Attribution

Over the first quarter, the Portfolio returned -22.48% gross and 
-22.73% net of fees, respectively, versus the -6.51% return for the 
MSCI ACWI ex-US Small Capitalization Index (the “Index”). The 
Portfolio’s underweight in energy, materials and industrials 
sectors detracted from performance, as these sectors were 
favored by investors over the quarter. We tend to underweight 
these sectors as the companies within them do not typically meet 
our investment criteria. The Portfolio’s positions in the 
information technology and consumer discretionary sectors 
detracted from performance. From a style perspective, an 
investor preference for value-oriented equities over the types of 
growth-oriented equities the Portfolio tends to own detracted 
from its performance over the quarter.

Our most significant absolute contributors to performance over 
the first quarter were Cochlear, TMX Group, and Euronext.

Cochlear, which is the global leader in implantable hearing devices, 
continues to experience robust demand for its products and 
services. The business was negatively impacted in 2020 and 2021 
as COVID-19-related restrictions led to surgery deferrals but unit 
volumes have since recovered in most parts of the world and now 
exceed pre-COVID-19 levels. Importantly, we believe Cochlear has 
continued to expand its leadership position over the past few 
years through continued investments in innovation and market 
growth activities. 

TMX Group is the owner of the Toronto Stock Exchange and the 
Montreal Exchange. The company reported robust fourth-quarter 
and full-year 2021 results and has been exceeding our growth 
expectations. We believe TMX has a powerful business model with 
its two-tiered public company ecosystem. With its venture 
exchange, expansion in its data and analytics business, as well as 
its strategic acquisitions, TMX continues to be very skilled at 
reinvestment to create value. 

Euronext, which offers various trading services and post-trade 
services (like clearing, custody, and settlement), benefited from 
additional trading activity during the period. 

Our most significant absolute detractors from performance over 
the quarter were premium drink-mixer company Fevertree, 
information technology consultancy Netcompany, and outdoor 
and lifestyle branded products company Thule. Our view on the 
long-term prospects of all three remains positive. 

Portfolio Activity

During the quarter, we initiated positions in Keywords Studios, 
and Euronext, while exiting Cybozu and Smaregi. 

We initiated a position in Keywords Studios, the global leader in 
outsourced video game production services. No competitor can 
match Keywords in terms of its scale or revenue generation, and 
we believe the company still has an incredibly long runway of 
attractive growth opportunities. Management has continually 
made strategic acquisitions to expand the business and deepen 
talent, service offerings, and geographic capabilities. Since we 
started following the company in 2019, we have come to 
increasingly appreciate its competitive advantages and the 
important role it plays in the video game industry.

We initiated a position in Amsterdam-based Euronext, a leading 
exchange operator with exposure to capital markets across 
Europe. This is a company that we have studied for years and 
have come to admire for both its attractive underlying businesses 
and management’s reinvestment of capital to acquire strategic 
assets throughout Europe. We capitalized on the recent market 
volatility and year-to-date decline in Euronext's stock price to 
opportunistically initiate a position in what we view as a best-in-
class company.

https://www.polencapital.com/perspectives/the-polen-heat-map-degrees-of-expected-return
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We sold Cybozu in favor of Euronext, which we believe will be a 
more attractive investment opportunity over the next three to five 
years.

We exited the Portfolio’s position in cloud-based, point-of-sale 
(POS) systems company Smaregi. While we continue to believe in 
the potential of this company, our confidence in management's 
ability to drive value creation has waned. We used the capital 
from this sale to invest in what we believed to be better 
investment opportunities. 

Outlook

While we are “macro aware” and monitor the impact of short-
term market conditions on the companies we own (or seek to 
own), we base our investment decisions on a business’s underlying 
fundamentals and future growth prospects.

Regardless of a given quarter’s market 
behavior, we will continue to adhere to our 
bottom-up investment approach when 
finding attractive companies that offer 
enduring long-term growth potential and 
seek to deliver our clients a compelling return. 

We wrote about how the market can operate as a short-term 
voting machine and a long-term weighing machine in our recent 
PoV, “Tale of Two Market Machines.”

We take a long-term view and engage the market as a weighing 
machine, identifying leaders of secular growth that we believe 
have durable competitive advantages, robust balance sheets, 
talented management teams, and attractive reinvestment 
opportunities. 

We believe our Portfolio companies are well-equipped to not just 
survive, but thrive, during challenging periods. 

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

Sincerely,

Rob Forker and Troy Renauld 

Experience in High Quality Growth Investing

Rob Forker 
Portfolio Manager & Analyst 
21 years of experience

Troy Renauld, CFA 
Portfolio Manager & Analyst 
8 years of experience

https://www.polencapital.com/perspectives/voting-vs-weighing-market-machines
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GIPS Report

Polen Capital Management
International Small Company Growth Composite—GIPS Composite Report

UMA Firm CompositeAssets Annual PerformanceResults 3 YearStandard
Deviation1

Year End Total
($Millions)

Assets
($Millions)

Assets
($Millions)

U.S.Dollars
($Millions)

Numberof
Accounts

Composite
Gross(%)

Composite
Net (%)

MSCI ACWI
ex USA

SmallCap
(%)

Composite
Dispersion

(%)

Polen
Gross(%)

MSCI ACWI
ex USA

SmallCap
(%)

2021 82,789 28,884 53,905 1.92 1 10.87 9.78 12.92 N/A 18.58 19.86
2020 59,161 20,662 38,499 1.73 1 21.10 19.92 14.24 N/A N/A 21.28
2019 34,784 12,681 22,104 1.43 1 42.80 41.40 22.42 N/A N/A 11.77

1A 3 Year Standard Deviation is not available for 2019 due to 36 monthly returns are not available. Total assets and UMA assets are supplemental information to 
the GIPS Composite Report. N/A - There are five or fewer accounts in the composite the entireyear.
While pitch books are updated quarterly to include composite performance through the most recent quarter, we use the GIPS Report that includes annual 
returns only. To minimize the risk of error we update the GIPS Report annually. This is typically updated by the end of the first quarter.
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GIPS Report

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

10% 1.10 1.21 1.33 1.46 1.61 1.77 1.95 2.14 2.36 2.59

9% 1.09 1.19 1.30 1.41 1.54 1.68 1.83 1.99 2.17 2.37

20% 1.20 1.44 1.73 2.07 2.49 2.99 3.58 4.30 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® 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.

The International Small Company Growth Composite created and incepted on 
January 2, 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. The accounts are 
highly concentrated and unconstrained with regard to the number of the 
highest-conviction positions (i.e., positions of greater than 5%) comprising the 
portfolios. 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 for the periods April 1, 1992 through June 30, 2021. 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. Verification does 
not provide assurance on the accuracy of any specific performance report.

Polen Capital Management is an independent registered investment adviser. A 
list of all composite and pooled fund investment strategies offered by the firm, 
with a description of each strategy, 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.
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 using returns 
presented gross of management fees calculated for the accounts in the 
composite the entire year. Policies for valuing investments, calculating 
performance, and preparing GIPS Reports 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 
equity index that measures the performance of the small-cap segment across 
developed and emerging markets (excluding the U.S). The index is maintained 
by Morgan Stanley Capital International. 

The volatility and other material characteristics of the indices referenced may 
be materially different from the performance achieved. In addition, the 
composite’s holdings may be materially different from those within the index. 
Indices are unmanaged and one cannot invest directly in an index.

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.
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