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Introduction
Building upon its 30-year track record of 
concentrated growth investing, Polen Capital 
has launched three new investment strat-
egies over the past four years with a focus 
on concentrated growth investing outside 
of the United States. Our newest strategy is 
International Small Company Growth, which 
launched in early 2019—joining our Global 
Growth and International Growth large 
company portfolios. We feel that investors 
can benefit from access to the world’s best 
companies—regardless of size or borders. By 
providing investors with opportunities to invest 
in concentrated portfolios of international 
companies, we hope to deliver that access. 

As our Focus Growth strategy enters its 31st 
year of U.S.-based growth equity investing, we 
understand how a concentrated portfolio of 
quality businesses can add exceptional value 
for investors (see Figure 1). Every investment 
we make outside of the United States is 
informed by this same premise, now applied to 
companies based overseas. The foundation of 
this approach is our conviction that the impor-
tance of quality transcends borders, allowing 

our investment philosophy to translate to 
international markets, which we define as all 
markets other than the United States.

We believe our commitment to 
building concentrated portfolios 
of companies with proven track 
records plays a central role in 
both protecting client assets and 
enabling relative outperformance.

This differentiated approach has served us 
within the U.S., yet we are convinced that it 
may be of even greater significance when 
investing internationally. In our view, most of 
the broad international market indices tend 
to be of lower quality than parallel indices 
in the United States, implying that there are 
more pitfalls to avoid when investing in these 
regions. Consequently, we feel that refusing 
to own anything except what we believe to be 
the best international companies allows us to 
take meaningfully less risk than the market, 
while also potentially generating greater 
long-term alpha.

 $-

 $5,000

 $10,000

 $15,000

 $20,000

 $25,000

 $30,000

 $35,000

1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Hypothetical Growth of a Dollar

Polen Focus Growth
S&P 500
Russell 1000 Growth

Value of $1,000 invested in March 1992 in Polen Focus Growth 
portfolio vs. S&P 500 and Russell 1000 Growth as of 12/31/2018. 

Polen Focus Growth: $27,100
S&P 500: $10,500
Russell 1000 Growth: $9,300

Figure 1
The Focus Growth strategy
incepted on January 1, 1989.
Monthly performance data,
however, is not available
until March 1992. The chart
depicts how an investment
of $1,000 would have grown
from March 1, 1992 to March
31, 2018, based on the actual
performance of the strategy
over the same period.
Returns shown herein are
gross of management fees
and other fund fees and
expenses which could
materially reduce an
investor’s returns. The data
used is unaudited and is
subject to change without
notice or update. Source:
Bloomberg, Polen Capital.
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Methodology
To explore the validity of these principles, we 
decided to analyze the relative performance 
of quality companies in international markets 
compared to quality companies in the United 
States across certain metrics. Illustrating 
that quality has historically added value even 
outside the U.S. is relatively straightforward 
as MSCI has created “quality” versions of their 
primary domestic and international indices. In 
order to analyze what drives quality companies 
to generate excess returns across the globe, 
we dive deeper into the precise metrics used 
by MSCI to create these quality benchmarks. 
Specifically, MSCI selects the top 20-30% of 
companies in the general universe based on 
ROE, Debt/Equity, and Earnings Variability to 
create its quality indices.1 

Although far from comprehensive, 
these metrics generally align 
with some of Polen Capital’s 
internal investment guardrails, 
namely strong business returns, 
stable balance sheets, and steady 
earnings growth. 

Using Bloomberg data, we constructed a 
number of hypothetical portfolios drawn from 
the universe of companies in each relevant 
non-U.S. benchmark at the end of each year 
of a 15-year period beginning with 2003 up 
until 2018. First, we equally weighted the top, 
middle, or bottom quintile of companies in 
each index as of December 31, 2003, based 

1 MSCI defines Earnings Variability as the standard deviation of year-over-year earnings growth over the past five fiscal 
years.

2 While our International Small Cap Growth strategy has exposure to emerging markets and is benchmarked to the MSCI 
ACWI ex-USA Small Cap Index, MSCI does not produce an ACWI ex-USA Small Cap Quality Index. Therefore, we chose to 
use the World version throughout this paper for consistency purposes. We believe that the analysis would hold equally 
well against the ACWI version if not better as the inclusion of emerging markets would likely reduce the overall quality 
of the index. Approximately 25% of the MSCI ACWI ex-USA Small Cap Index is domiciled in nations that are missing from 
the MSCI World ex-USA Small Cap Index.

3 Earnings Growth is defined as the 5-Year CAGR of Diluted EPS from Continuing Operations – Adjusted.

4 In our internal analysis, we often prefer to utilize ROIC to avoid the leverage effects of ROE. Generally, we view the 
two metrics as interchangeable, but we decided to focus on ROIC for this portion of the analysis to better capture our 
perspective on quality.

on each of the three “quality” metrics used 
by MSCI. These companies were then “held” 
for the subsequent twelve months at which 
point the portfolio was completely rebal-
anced by equally weighting the top, middle, 
or bottom quintile of companies in each index 
as of December 31, 2004, based on the same 
metrics. This year-end rebalance process was 
repeated for each year until December 31, 2017. 
This resulted in 36 total hypothetical portfolios 
“held” from January 1, 2004, to December 31, 
2018, and rebalanced on an annual basis: top 
quintile portfolios, middle quintile portfolios, 
and bottom quintile portfolios based on ROE, 
Debt/Equity, and Earnings Variability in each 
of the MSCI ACWI Index, MSCI ACWI ex-USA 
Index, MSCI World ex-USA Small Cap Index2 
and the MSCI USA Index (which was added 
for comparative purposes). We then measured 
the performance of each hypothetical portfolio 
over the 15 years across different annualized 
periods to evaluate which metrics could be 
most responsible for the outperformance of 
quality and how the quintiles of each metric 
compared in the U.S. versus non-U.S. markets. 
We also included analysis of our own relevant 
portfolios to demonstrate how Polen Capital’s 
approach results in differentiation from our 
benchmarks.

Finally, to illustrate the importance of concen-
tration when investing outside of the United 
States, we contrast the overall quality of 
domestic large-cap and small-cap equity 
indices to their international counterparts. To 
do so, we gathered data on Earnings Growth3 
and ROIC4 for the MSCI USA Index and MSCI 
USA Small Cap Index and compared the 
results to the same metrics for the MSCI ACWI 
ex-USA Index and the MSCI World ex-USA 
Small Cap Index, respectively.
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Quality Outperformance as 
a Powerful Differentiator in 
International Markets
From our analysis, we found that the quality 
factor seems to outperform notably in inter-
national markets—even to a greater degree 
than it does in the U.S. In fact, Figure 2 shows 
that the outperformance of quality in the MSCI 
ACWI ex-USA Index has been slightly greater 
than in the MSCI USA Index over the previous 
5, 10, and 15 years.

Moreover, quality seems to be of even greater 
importance in the international small company 
space, where the quality factor has outper-
formed the broader index by more than 3% 
annually over the past 10 years and only under-
performed in 3 out of the past 15 calendar 
years. This apparent advantage carries over 
into risk-adjusted performance, as measured 
by the Sharpe ratio. In larger companies, the 
quality factor has consistently produced a 
Sharpe ratio about 0.10-0.15 higher than the 
general market both inside and outside of 
the United States. Likewise, the MSCI World 
ex-USA Small Cap Quality Index has generated 
a Sharpe ratio 0.18 higher than its broader 
counterpart over the past 10 years.

5 The top quintile for Debt/Equity and Earnings Variability represent the companies with the lowest value.

6 For simplicity purposes, we show the data of each of the three quality metrics (ROE, Debt/Equity, Earnings Variability) 
for just one of the relevant non-U.S. benchmarks (MSCI ACWI, MSCI ACWI Ex-USA, MSCI World Ex-USA Small Cap) 
rather than all three of the benchmarks. But our research indicates that the trends we identified in this analysis generally 
hold true for all three metrics across all three benchmarks. See Appendices A and B for the complete data set. We use 
the MSCI USA Index for comparative purposes.

Quality Metric Performance 
in U.S. and International 
Markets
Next, we examine how the top quintiles of 
the metrics used by MSCI in generating its 
quality indices compare to the middle and 
bottom quintiles.5 Overall, we find that in 
most instances the top quintile of each metric 
outperforms the bottom quintile by a greater 
margin in the international benchmarks 
compared to the U.S. large cap space. This is 
particularly true for the MSCI ACWI ex-USA 
and MSCI World ex-USA Small Cap indices 
which have no U.S. exposure, as opposed to 
the MSCI ACWI which includes U.S. companies. 
Given this result and consistent with Polen 
Capital’s guardrails, selecting companies based 
on strong business returns, stable balance 
sheets, and steady earnings growth appears 
capable of generating excess returns interna-
tionally at least as well as it does within the 
United States. For each quality metric, we also 
select one non-U.S. benchmark and show how 
it compares to its counterpart Polen strategy.6

Figure 2
Data as of 12/31/2018. 
Sharpe ratios throughout 
this paper are calculated 
using monthly returns 
data and the ICE LIBOR 1M 
yield. Bloomberg does not 
provide monthly returns 
data for the MSCI World 
ex-USA Small Cap Quality 
Index over the 15-year 
period. Source: MSCI, 
Bloomberg. 

Index Annualized Returns Sharpe Ratio

5 Yr. 10 Yr. 15 Yr. 5 Yr. 10 Yr. 15 Yr.

MSCI USA Quality Index 9.65% 14.31% 9.16% 0.82 1.10 0.65

MSCI USA Index 8.33% 13.14% 7.82% 0.71 0.94 0.51

Spread 1.32% 1.17% 1.34% 0.11 0.15 0.14

MSCI ACWI ex-USA Quality Index 2.49% 8.61% 7.91% 0.20 0.59 0.46

MSCI ACWI ex-USA Index 1.14% 7.06% 5.68% 0.09 0.47 0.32

Spread 1.35% 1.55% 2.23% 0.12 0.12 0.14

MSCI World ex-USA Small Cap Quality Index 4.05% 13.79% 10.43% 0.32 0.83

MSCI World ex-USA Small Cap Index 2.64% 10.46% 7.25% 0.21 0.65

Spread 1.41% 3.33% 3.18% 0.11 0.18
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Return on Equity – MSCI ACWI
For ROE, as can be seen in Figure 3, the top 
quintile of the MSCI ACWI Index has outper-
formed the bottom quintile by approximately 
4.5% on an annualized basis over the past 10 
years and has produced a Sharpe ratio 0.29 
higher. This compares to only 64 basis points 
of outperformance by the top quintile in the 
United States with 0.23 in additional Sharpe 
ratio, suggesting that ROE may be a more 
meaningful indicator of future performance in 
the global arena.

While ROE is typically strong across all of 
Polen Capital’s portfolios, the ROE of our 
Global Growth portfolio is approximately 24% 
higher than its benchmark, as seen in Figure 4. 
In comparison, the ROE of our Focus Growth 
strategy exceeds that of the MSCI USA Index 
by 19.5%.

Although the future is inherently 
uncertain, the stronger correlation 
between ROE and higher returns 
in international markets, along with 
a higher relative ROE, bolsters 
our belief in the potential for our 
Global Growth strategy to generate 
long-term alpha.

Figure 4
Data as of 12/31/2018. 
The Polen Global Growth 
portfolio held 28 
securities. Source: 
Bloomberg, Polen Capital.

Portfolio ROE

Global Growth 47.74%

MSCI ACWI Index 23.71%

Spread 24.03%

Figure 3
Data as of 12/31/2018. 
Source: Bloomberg, Polen 
Capital.

ROE Annualized Returns Sharpe Ratio

5 Yr. 10 Yr. 15 Yr. 5 Yr. 10 Yr. 15 Yr.

MSCI USA

Top Quintile 6.44% 15.22% 9.53% 0.52 1.02 0.58

Middle Quintile 7.59% 14.18% 8.60% 0.63 0.96 0.53

Bottom Quintile 5.34% 14.59% 7.79% 0.40 0.79 0.41

Top-Bottom Spread 1.11% 0.64% 1.74% 0.13 0.23 0.17

MSCI ACWI

Top Quintile 3.83% 13.28% 10.53% 0.32 0.83 0.58

Middle Quintile 3.47% 10.79% 8.74% 0.29 0.70 0.51

Bottom Quintile 3.34% 8.70% 7.34% 0.25 0.54 0.41

Top-Bottom Spread 0.49% 4.58% 3.19% 0.07 0.29 0.17
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Debt/Equity – MSCI ACWI Ex-USA
Looking at Debt/Equity in Figure 5, the 
annualized returns of the top quintile in the 
MSCI ACWI ex-USA Index exceed those of the 
bottom quintile by 300 basis points over the 
past 10 years, more than double the outper-
formance of the top quintile to the bottom 
quintile in the MSCI USA Index. Likewise, the 
top quintile internationally has generated 
a Sharpe ratio that is 0.25 higher than the 
bottom quintile, while the same spread in the 
United States is only 0.17.

The data presented in this section reinforces 
our conviction that the Polen investment 
philosophy has the potential to thrive inter-
nationally. We believe our dedication to 
companies with strong balance sheets should 
enable us to exploit the outperformance 
experienced by financially stable firms in inter-
national markets. In particular, our International 
Growth portfolio carries a weighted average 
Debt/Equity ratio that is nearly 40% lower 
than that of the MSCI ACWI ex-USA Index, as 
demonstrated in Figure 6.

Given the correlation between 
Debt/Equity levels and 
subsequent returns, we feel that 
the high-quality nature of this 
aspect of our International Growth 
strategy helps position it well for 
the future.

Figure 5
Data as of 12/31/2018. 
The Polen Global Growth 
portfolio held 28 
securities. Source: 
Bloomberg, Polen Capital.

Figure 6
Data as of 12/31/2018. 
The Polen Global Growth 
portfolio held 28 
securities. Source: 
Bloomberg, Polen Capital.

Debt/Equity Annualized Returns Sharpe Ratio

5 Yr. 10 Yr. 15 Yr. 5 Yr. 10 Yr. 15 Yr.

MSCI USA

Top Quintile 7.10% 15.12% 9.58% 0.56 1.00 0.58

Middle Quintile 6.07% 14.56% 9.40% 0.49 0.93 0.56

Bottom Quintile 5.53% 13.87% 6.69% 0.46 0.83 0.38

Top-Bottom Spread 1.57% 1.26% 2.89% 0.10 0.17 0.20

MSCI ACWI ex-USA

Top Quintile 4.35% 10.29% 9.01% 0.35 0.68 0.52

Middle Quintile 1.47% 9.53% 8.64% 0.12 0.57 0.46

Bottom Quintile 0.86% 7.28% 6.66% 0.07 0.43 0.35

Top-Bottom Spread 3.49% 3.00% 2.35% 0.28 0.25 0.17

Portfolio Debt/Equity

International Growth 78.89%

MSCI ACWI Ex-USA Index 118.41%

Spread (39.52%)
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Earnings Variability – MSCI World Ex-USA 
Small Cap
Earnings Variability, meaning fluctuations in 
earnings growth over a given period, tells 
a similar story. The top quintile in terms of 
Earnings Variability in the MSCI World Ex-USA 
Small Cap Index has outperformed the bottom 
quintile by over 550 basis points in the past 
15 years (see Figure 7), compounding returns 
at greater than double the rate of the bottom 
quintile. This has translated into a Sharpe 
ratio that is 0.31 higher over that same time 
period. Conversely, in the MSCI USA Index, the 
top quintile of companies has actually under-
performed the bottom quintile over the past 
10 years and only marginally outperformed 
over the past 15 years. In risk-adjusted terms, 
the top quintile does outperform in the US, 
producing a noticeably superior Sharpe ratio. 
However, based on our data, it appears that 
companies with stable earnings growth are 
rewarded to a higher degree (top quintile vs. 
bottom quintile) in the international small cap 
space than in the U.S. large cap universe. 

Our International Small Company Growth 
strategy is constructed in part to take 
advantage of this dynamic. As seen in Figure 
8, the weighted average Earnings Variability of 
our portfolio is a fraction of that in the index, 
demonstrating more than 70% less earnings 

variability. The strong correlation between 
stable earnings and outperformance in the 
international small company space augments 
our confidence that our International Small 
Company Growth strategy is well positioned 
from this perspective.

While our internal company 
level research is not confined to 
ROE, Debt/Equity, and Earnings 
Variability, our analysis indicates 
that each of these metrics is 
historically correlated to relative 
outperformance and we believe 
each of our international portfolios 
is well suited to capitalize on 
the advantage of investing in 
quality companies outside the 
U.S. assuming such correlations 
continue to hold true.

Figure 7
Data as of 12/31/2018. 
Source: Bloomberg, Polen 
Capital.

Figure 8
Polen Capital’s International 
Small Company Growth 
strategy was not fully 
invested until 1/15/2019. 
Therefore, all data for the 
portfolio and comparative 
index data is as of that date. 
Source: Bloomberg, Polen 
Capital.

Earnings Variability Annualized Returns Sharpe Ratio

5 Yr. 10 Yr. 15 Yr. 5 Yr. 10 Yr. 15 Yr.

MSCI USA

Top Quintile 10.05% 14.71% 9.30% 0.96 1.13 0.66

Middle Quintile 5.10% 13.59% 8.77% 0.41 0.88 0.52

Bottom Quintile 5.42% 15.93% 9.06% 0.41 0.88 0.48

Top-Bottom Spread 4.64% -1.21% 0.23% 0.55 0.25 0.18

MSCI World ex-USA SC

Top Quintile 5.32% 14.02% 10.02% 0.47 0.87 0.55

Middle Quintile 2.28% 12.47% 8.26% 0.18 0.67 0.42

Bottom Quintile 1.61% 11.79% 4.45% 0.13 0.62 0.24

Top-Bottom Spread 3.71% 2.23% 5.57% 0.34 0.25 0.31

Portfolio Earnings Variability

International SC Growth 29.24%

MSCI World Ex-USA Small Cap Index 101.88%

Spread (72.64%)
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The Importance of a 
Concentrated Approach 
Our commitment to concentrated investing 
is, in many ways, a risk management tool. 
By only focusing on a handful of the highest 
quality, most sustainable businesses, we hope 
to reduce the possibility of owning a lower 
quality, more mediocre one. The case for 
greater concentration in lower quality environ-
ments is, perhaps, even more intuitive to us: 
the lower the average company’s quality in 
a given universe, the more important it is to 
focus on the higher end of the spectrum. 
Moreover, we would expect that—all else being 
equal—a highly concentrated quality portfolio 
measured against a lower quality non-U.S. 
index should outperform by a wider margin, 
over the long term, than a similar portfolio 
measured against a comparatively higher 
quality U.S. index. 

To analyze this hypothesis, we chose two 
criteria that we feel are essential if one wishes 
to achieve sustainable compounded returns: 
strong earnings growth and high returns on 
invested capital. The data largely confirmed 
our initial intuitions. As the chart in Figure 9 
shows, the earnings growth of the MSCI USA 
Index exceeds that of the international market 

by a full 4%. Likewise, while approximately 
30% of companies in the MSCI USA Index have 
compounded EPS at less than 5% over the 
past five years, more than 40% in the MSCI 
ACWI ex-USA Index have failed to reach that 
threshold. 

In terms of ROIC, also seen in Figure 9, the 
MSCI ACWI ex-USA Index sports a weighted 
average ROIC of 9.4% compared to the MSCI 
USA Index average ROIC of 13.1%. Based on 
Bloomberg data, the market cap weighted 
average cost of capital in the MSCI ACWI 
ex-USA Index is roughly 8%. Thus, it appears 
that over 55% of companies in interna-
tional markets fail to return more than the 
weighted average cost of capital of the index. 
Consequently, for an investor to generate true 
economic value with their assets, they must, 
in theory, avoid over half of the companies in 
the benchmark. Based on these findings, such 
a theoretical investor would need to climb 
much higher to a concentrated portfolio of 
the highest quality companies in the world 
to maximize their potential for achieving 
sustainable excess returns.

Surprisingly, for smaller companies, the 
difference in quality between the United States 
and abroad appears less significant, although 
still notable. As can be seen in Figure 10, small 

Figure 9
Data as of 12/31/2018. 
Source: Bloomberg, Polen 
Capital.

Figure 10
Data as of 12/31/2018. 
Source: Bloomberg, Polen 
Capital.
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companies in the United States have grown 
earnings about 3% faster and generated 
an average ROIC over 2% higher than their 
international counterparts. Nevertheless, a 
nearly identical percentage of domestic and 
international companies fail to surpass the 5% 
Earnings Growth threshold or the 8% ROIC 
threshold.

Putting aside the bifurcation of U.S. and 
non-U.S. small cap markets, it appears that the 
small cap space generally is of lower quality 
compared to the larger company space. Based 
on our findings, this implies a greater need 
for concentration in order to reduce risk. For 
instance, more than 60% of small companies 
both domestically and internationally have 
a ROIC below 8% and over 40% have grown 
earnings at less than a 5% rate over the past 
five years.7 While it is not incredibly surprising 
to see smaller companies generating lower 
ROIC, we believe it is somewhat eye-opening 
to see such a large percentage of them 
growing their EPS so slowly.

The generally lower quality nature of the 
international markets may, in some ways, 
be reflective of index composition. While 
slightly more than 36% of the MSCI USA 
Index is comprised of businesses in cyclical 
or commoditized sectors such as Energy, 
Financials, Industrials, Materials, Real Estate, 
and Utilities, these same sectors comprise 
55% of the MSCI ACWI ex-USA Index, as 
seen in Figure 11. Moreover, greater than 60% 
of the MSCI World ex-USA Small Cap Index 
is comprised of businesses in cyclical or 
commoditized sectors. These are industries 

7 We discussed similar themes in a previous whitepaper: “Not All is What It Seems in Small Cap” 
https://www.polencapital.com/pdf/Insights/NotAllIsWhatItSeemsInSmallCapWhitePaper.pdf

that, historically speaking, we have tended 
to avoid due to the difficulty that companies 
within these sectors have experienced 
in maintaining high levels of profitability 
across economic cycles. Considering these 
challenges, we believe the spread in ROIC and 
Earnings Growth between the domestic and 
international markets may currently be under-
stated, as cyclicals have been enjoying upward 
momentum over the past five years, potentially 
inflating their margins and thus making them 
appear healthier than if viewed across a full 
cycle. Therefore, we believe the gap in quality 
between U.S. and international equity markets 
may be even greater than what our data 
indicates.

All of our strategies are constructed to 
concentrate in what we believe to be the 
best companies and avoid the lower quality 
segments of the market. Each portfolio 
exhibits earnings growth and ROIC that are 
significantly higher than their counterpart 
index, while no more than 25% of any portfo-
lio’s companies have grown slower than 5% 
over the past 5 years and no more than 20% 
demonstrate ROIC below 8%. By ensuring 
that our international portfolios remain 
committed to the highest quality businesses, 
we believe the lower level of quality in inter-
national markets need not be an impediment 
to outperformance. Indeed, it may enable our 
investment philosophy to shine even brighter 
than in the United States.

The ultimate justification for both our 
emphasis on concentration as well as our 
focus on only the highest quality businesses is 

Figure 11
Data as of 12/31/2018 except 
as otherwise noted. The 
Polen Capital International 
Small Company Growth 
strategy was not fully 
invested until 1/15/2019. 
Therefore, the data pairing 
for the Polen International 
Small Company Growth 
portfolio and the MSCI 
World ex-USA Small Cap 
Index is as of that date. 
Source: MSCI, Polen Capital. 0%
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evident in Figure 12. While only encompassing 
a 12-month time frame, we would note that 
2018 was the first year since 2008 that all of 
the major equity indices, both U.S. and interna-
tional, generated negative returns. In contrast, 
all four Polen Capital investment strategies 
that were active in that time period signifi-
cantly outperformed their benchmarks, with 
three of the four producing positive absolute 
returns. We feel this is perhaps the strongest 
data we can show to support the belief that 
our philosophical approach can be applied 
across geographies and capitalization ranges.

Conclusion 
We have always believed that our investment 
approach, which focuses on the highest 
quality companies, was well-suited for global 
investment, and our research supports this 
theory. The quality factor appears of demon-
strated significance internationally, perhaps 
even more than in the United States, particu-
larly when based on the fundamental aspects 
of a business. Companies with high ROE, 
strong balance sheets, and stable earnings 
growth have historically generated excess 
returns across the capitalization spectrum 
and beyond any borders. Additionally, inter-
national companies have tended to demon-
strate generally slower earnings expansion and 
inferior ROIC compared to the United States. 
As a result, we believe the comparative lower 
quality of the international market requires 
an increased emphasis on concentration in 
order to avoid the heightened risks and slower 
growth of the general universe.

Our conviction has always been that quality 
companies will outperform in the long run. 

According to our research, the amplified 
significance of concentration and historically 
stronger relationships between quality and 
performance imply to us that our international 
strategies may have the potential to deliver 
greater relative outperformance than Focus 
Growth, our U.S. large company strategy. This 
gives us reason to believe that Polen Capital’s 
international strategies have the potential to 
deliver even more long-term value for our 
clients.

In fact, we have already begun to see the 
benefits of concentrated portfolio construction 
and a long-term focus on quality businesses 
in the international market. Our Global Growth 
strategy has outperformed the MSCI ACWI 
Index by 5.87% net of fees, on an annualized 
basis, since its inception four years ago. 
Likewise, our International Growth strategy 
has generated annualized net returns of 12.59% 
since its inception at the beginning of 2017 
compared to 4.49% for the MSCI ACWI ex-USA 
Index. For investors seeking growth interna-
tionally, we believe our concentrated method 
of seeking high quality companies with 
demonstrated track records provides investors 
with the right approach. Based on our 
analysis, we remain confident in the long-term 
prospects for our Global and International 
large company portfolios as well as for our 
newly launched International Small Company 
strategy.

-20

-15

-10

-5

0

5

10

15

 Focus Growth  International Growth  Global Growth  US Small Company Growth

Polen Investment Strategies: 2018 Performance

Portfolio Benchmark

Figure 12
Portfolio benchmarks are 
as follows: Focus Growth 
– Russell 1000 Growth; 
International Growth – MSCI 
ACWI Ex-USA; Global 
Growth – MSCI ACWI; Small 
Company Growth – Russell 
2000 Growth. International 
Small Company Growth
is not included because it 
incepted at the beginning of 
2019. Returns are presented 
as gross of fees with income 
reinvested. Source: 
Bloomberg, Polen Capital.
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Metric Portfolio Annualized Returns Sharpe Ratio

5 Yr. 10 Yr. 15 Yr. 5 Yr. 10 Yr. 15 Yr.

ROE USA

Top Quintile 6.44% 15.22% 9.53% 0.52 1.02 0.58

Middle Quintile 7.59% 14.18% 8.60% 0.63 0.96 0.53

Bottom Quintile 5.34% 14.59% 7.79% 0.40 0.79 0.41

MSCI USA Index 8.33% 13.14% 7.82% 0.71 0.94 0.51

Top-Bottom Spread 1.11% 0.64% 1.74% 0.13 0.23 0.17

International

Top Quintile 2.20% 11.88% 10.55% 0.17 0.70 0.55

Middle Quintile 2.23% 9.56% 8.64% 0.18 0.59 0.48

Bottom Quintile 2.79% 6.88% 7.16% 0.21 0.44 0.40

MSCI ACWI Ex-USA Index 1.14% 7.06% 5.68% 0.09 0.47 0.32

Top-Bottom Spread -0.60% 4.99% 3.40% -0.03 0.27 0.15

Global

Top Quintile 3.83% 13.28% 10.53% 0.32 0.83 0.58

Middle Quintile 3.47% 10.79% 8.74% 0.29 0.70 0.51

Bottom Quintile 3.34% 8.70% 7.34% 0.25 0.54 0.41

MSCI ACWI Index 4.82% 10.04% 6.74% 0.42 0.69 0.41

Top-Bottom Spread 0.49% 4.58% 3.19% 0.07 0.29 0.17

International SC

Top Quintile 3.27% 15.43% 10.76% 0.26 0.85 0.55

Middle Quintile 4.87% 11.37% 9.49% 0.41 0.74 0.55

Bottom Quintile -1.91% 5.40% 4.32% -0.10 0.33 0.23

MSCI World Ex-USA Small Cap Index 2.64% 10.46% 7.25% 0.21 0.65 0.40

Top-Bottom Spread 5.18% 10.03% 6.44% 0.36 0.52 0.31

Debt/Equity USA

Top Quintile 7.10% 15.12% 9.58% 0.56 1.00 0.58

Middle Quintile 6.07% 14.56% 9.40% 0.49 0.93 0.56

Bottom Quintile 5.53% 13.87% 6.69% 0.46 0.83 0.38

MSCI USA Index 8.33% 13.14% 7.82% 0.71 0.94 0.51

Top-Bottom Spread 1.57% 1.26% 2.89% 0.10 0.17 0.20

International

Top Quintile 4.35% 10.29% 9.01% 0.35 0.68 0.52

Middle Quintile 1.47% 9.53% 8.64% 0.12 0.57 0.46

Bottom Quintile 0.86% 7.28% 6.66% 0.07 0.43 0.35

MSCI ACWI Ex-USA Index 1.14% 7.06% 5.68% 0.09 0.47 0.32

Top-Bottom Spread 3.49% 3.00% 2.35% 0.28 0.25 0.17

Global

Top Quintile 5.00% 11.63% 9.29% 0.42 0.79 0.56

Middle Quintile 2.66% 11.01% 8.96% 0.21 0.68 0.50

Bottom Quintile 2.10% 9.00% 6.74% 0.16 0.54 0.37

MSCI ACWI Index 4.82% 10.04% 6.74% 0.42 0.69 0.41

Top-Bottom Spread 2.90% 2.63% 2.56% 0.25 0.25 0.19

Appendix A – Universe Quintile Data
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Metric Portfolio Annualized Returns Sharpe Ratio

5 Yr. 10 Yr. 15 Yr. 5 Yr. 10 Yr. 15 Yr.

International SC

Top Quintile 3.63% 10.55% 7.37% 0.29 0.68 0.42

Middle Quintile 2.21% 10.93% 7.97% 0.18 0.66 0.44

Bottom Quintile 2.04% 10.17% 6.75% 0.16 0.58 0.35

MSCI World Ex-USA Small Cap Index 2.64% 10.46% 7.25% 0.21 0.65 0.40

Top-Bottom Spread 1.59% 0.38% 0.63% 0.13 0.10 0.07

Earnings Variability USA

Top Quintile 10.05% 14.71% 9.30% 0.96 1.13 0.66

Middle Quintile 5.10% 13.59% 8.77% 0.41 0.88 0.52

Bottom Quintile 5.42% 15.93% 9.06% 0.41 0.88 0.48

MSCI USA Index 8.33% 13.14% 7.82% 0.71 0.94 0.51

Top-Bottom Spread 4.64% -1.21% 0.23% 0.55 0.25 0.18

International

Top Quintile 3.97% 10.11% 8.96% 0.33 0.69 0.53

Middle Quintile 1.28% 9.30% 7.88% 0.10 0.57 0.42

Bottom Quintile 2.56% 9.53% 8.20% 0.20 0.54 0.41

MSCI ACWI Ex-USA Index 1.14% 7.06% 5.68% 0.09 0.47 0.32

Top-Bottom Spread 1.41% 0.59% 0.77% 0.14 0.15 0.12

Global

Top Quintile 6.12% 11.72% 7.70% 0.56 0.87 0.51

Middle Quintile 2.24% 9.97% 6.92% 0.18 0.64 0.40

Bottom Quintile 3.28% 10.95% 6.97% 0.25 0.62 0.37

MSCI ACWI Index 4.82% 10.04% 6.74% 0.42 0.69 0.41

Top-Bottom Spread 2.85% 0.77% 0.73% 0.31 0.24 0.14

International SC

Top Quintile 5.32% 14.02% 10.02% 0.47 0.87 0.55

Middle Quintile 2.28% 12.47% 8.26% 0.18 0.67 0.42

Bottom Quintile 1.61% 11.79% 4.45% 0.13 0.62 0.24

MSCI World Ex-USA Small Cap Index 2.64% 10.46% 7.25% 0.21 0.65 0.40

Top-Bottom Spread 3.71% 2.23% 5.57% 0.34 0.25 0.31

Source: Bloomberg, Polen Capital.
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Appendix B – Portfolio and Index Metrics8

Source: Bloomberg, Polen Capital.

8 The Polen Capital International Small Company Growth strategy was not fully invested until 1/15/2019. Therefore, the data 
pairing for the Polen International Small Company Growth portfolio and the MSCI World ex-USA Small Cap Index is as of 
that date.

9 Earnings Variability does not distinguish between positive and negative volatility. Consequently, the Earnings Variability 
of the Focus Growth and Global Growth portfolios exceed that of its benchmark entirely due to an outlier in Facebook. 
Excluding Facebook, the Earnings Variability of Focus Growth and Global Growth portfolios is 17.27% and 19.02%, 
respectively.

Portfolio ROE Debt/Equity Earnings Variability9 

Focus Growth 48.89% 146.29% 174.50%

MSCI USA Index 29.39% 140.50% 77.55%

Spread 19.50% 5.79% 96.95%

International Growth 31.83% 78.89% 14.59%

MSCI ACWI Ex-USA Index 17.25% 118.41% 74.26%

Spread 14.58% (39.52)% (59.66)%

Global Growth 47.74% 123.93% 113.63%

MSCI ACWI Index 23.71% 130.27% 76.63%

Spread 24.03% (6.34)% 37.00%

International SC Growth 42.83% 91.12% 29.24%

MSCI World Ex-USA Small Cap Index 14.61% 119.54% 101.88%

Spread 28.22% (28.42)% (72.64)%

The S&P 500® Index is a widely recognized, unmanaged index of 500 common stocks which are generally representative 
of the U.S. stock market as a whole. 

The MSCI USA Index is designed to measure the performance of the large and mid cap segments of the US market. With 
618 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in the US. 

The MSCI ACWI captures large and mid cap representation across 23 Developed Markets (DM) and 24 Emerging Markets 
(EM) countries. With 2,470 constituents, the index covers approximately 85% of the global investable equity opportunity 
set. 

The MSCI ACWI ex USA captures large and mid cap representation across 22 Developed Markets (DM) and 24 Emerging 
Markets (EM) countries. With 2,137 constituents, the index covers approximately 85% of the global equity opportunity set 
outside the U.S. 

The MSCI USA Small Cap Index is designed to measure the performance of the small cap segment of the US equity market. 
With 1,707 constituents, the index represents approximately 14% of the free float-adjusted market capitalization in the US. 

The MSCI World ex USA Small Cap Index captures small cap representation across 22 of 23 Developed Markets (DM) 
countries* (excluding the United States). With 2,496 constituents, the index covers approximately 14% of the free float 
adjusted market capitalization in each country. 

The MSCI Quality Indices are based on their respective parent indices. The quality indices aim to capture the performance 
of quality growth stocks by identifying stocks with high quality scores based on three main fundamental variables: high 
return on equity (ROE), stable year-over-year earnings growth and low financial leverage. 

Indices are unmanaged and one cannot invest directly in an index. 

The document 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. 

ROE: Return on Equity (ROE) is the percentage a company earns on its total equity in a given year. and calculated as debt-
free net income divided by average total equity. ROE shows how much profit a company generates on the money 
shareholders have invested in the firm.
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Polen Capital is a global investment management firm that provides 
high value-added, quality growth investment strategies to sophisticated 
clients around the world. Since 1989, the firm has been committed to 
attracting experienced, disciplined investment professionals and building 
distinctive growth portfolios. Polen Capital’s Large Company Growth 
Team based in Boca Raton, Florida covers a global equity universe of 
high-quality growth companies and manages the flagship Focus Growth, 
Global Growth, and International Growth investment strategies. The 
Small Company Growth Team based in Boston oversees the U.S. Small 
Company Growth and International Small Company Growth strategies. 
Polen Capital serves a wide range of institutional and individual investors.  
The firm has been recognized by Pensions & Investments as one of the 
industry’s “Best Places to Work” in each of the past three years. For more 
information on Polen Capital, visit www.polencapital.com and connect 
with us on LinkedIn.

Past performance is not indicative of future results. There can be no assurances that any portfolio characteristics depicted 
herein shall be replicated in the future.
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