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 TAble oF ConTenTS

 MARkeT RevIew

The UK’s surprising vote to leave the 
European Union sparked a sell-off in 
the final week of the quarter.

The Energy sector and Emerging 
Markets tied to rebounding 
commodity prices were the strongest 
performers.

Most developed-market currencies 
weakened against the dollar; 
the Japanese yen was a notable 
exception.

 PoRTFolIo HIGHlIGHTS

The current environment of low 
interest rates and anemic growth 
is supportive of mergers and 
acquisitions (M&A). 

We discuss recent examples of M&A 
activity among portfolio holdings.

We made a number of changes to 
the portfolio, including adding new 
holdings in the UK, Ukraine, and 
China.

CoMPoSITe PeRFoRMAnCe (% ToTAl ReTuRn) FoR PeRIodS endInG June 30, 20161

3 MonTHS YTd 1 YeAR 3 YeARS2 5 YeARS2 SInCe InCePTIon2,3

Hl InTl SMAll CoMPAnIeS (GRoSS oF FeeS) -0.38 -0.27 -1.39 7.12 6.14 7.74

Hl InTl SMAll CoMPAnIeS (neT oF FeeS) -0.63 -0.75 -2.46 6.00 4.99 6.55

MSCI All CounTRY woRld ex-uS SMAll CAP Index4,5 -0.72 0.03 -5.11 5.30 2.65 2.98

1The Composite performance returns shown are preliminary; 2Annualized Returns; 3Inception Date: December 31, 2006; 4The Benchmark Index; 5Gross of withholding taxes.

Please read the above performance in conjunction with the footnotes on page 8 of this report. Past performance does not guarantee future results. All 
performance and data shown are in US dollar terms, unless otherwise noted.

SeCToR exPoSuRe (%)

Hl ISC benCHMARk4 (undeR) / oveR THe benCHMARk

InFo TeCHnoloGY 18.6 11.3

ConS STAPleS 14.3 7.2

CASH 4.6 –

InduSTRIAlS 23.3 19.3

HeAlTH CARe 11.8 7.9

TeleCoM SeRvICeS 1.0 1.0

uTIlITIeS 0.8 2.4

eneRGY 0.0 3.6

FInAnCIAlS 15.3 20.7

ConS dISCReTIonARY 8.7 15.9

MATeRIAlS 1.6 10.7

GeoGRAPHIC exPoSuRe (%)

Hl ISC benCHMARk4 (undeR) / oveR THe benCHMARk

euRoPe eMu 28.0 16.7

FRonTIeR MARkeTS6 6.8 –

CASH 4.6 –

oTHeR7 0.7 –

eMeRGInG MARkeTS 22.7 22.6

MIddle eAST 0.0 1.0

euRoPe ex-eMu 18.6 21.0

PACIFIC ex-JAPAn 4.3 8.5

CAnAdA 0.0 7.6

JAPAn 14.3 22.6

Sector and geographic allocations are supplemental information only and complement the fully compliant 
International Small Companies Composite GIPS Presentation.

Source: Harding Loevner International Small Companies Model; MSCI Inc. and S&P. MSCI Inc. and S&P do 
not make any express or implied warranties or representations and shall have no liability whatsoever with 
respect to any GICS data contained herein.

6Includes countries with less-developed markets outside the Index; 7Includes companies classified in countries outside the Index.
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uncertainty on investment and consumption. There is risk that 
heightened political tensions within other countries could lead 
to other referenda, further challenging the European political 
and economic union. It is also possible that, in the longer term, 
the UK will reap offsetting benefits from reduced regulation 
and increased independence in adopting self-serving immigra-
tion and trade policies.

Emerging markets (EMs) had a flat return for the quarter. 
Those economies tied to rebounding commodity prices saw 
their markets outperform, while those with strong economic 
ties to the EU and the UK underperformed. Russia and Brazil 
fall in the former camp and both their markets were up more 
than 20%. Small companies in Greece, Poland, and Turkey all 
underperformed.

Canadian small company stocks surged 13% as rising oil prices 
(up 26% this quarter) improved prospects for the Canadian 
economy. Dearer oil also made Energy the top-returning sec-
tor. Financials and Consumer Discretionary—cyclical sectors 
not tied to commodities—performed the worst.

Most developed-market currencies weakened against the US 
dollar, none more than the British pound sterling which fell to 
a 30-year low. The significant exception was the Japanese yen’s 
9% appreciation, the Bank of Japan’s extreme efforts to weaken 
the currency using negative interest rates notwithstanding. EM 
currencies overall were flat versus the US dollar—a contrast to 
last quarter’s weakening—as a lackluster US jobs market and 
rising risks to the global economy pushed prospects for the next 
US interest rate increase further into the future. Currency re-
turns showed high dispersion, with continued strength in the 
Brazilian real (up 12%) and Russian ruble (up 5%) and weak-
ness in the Polish zloty and Mexican peso (both down 5%).

PeRFoRMAnCe And ATTRIbuTIon

The International Small Companies composite fell 0.4% in the 
second quarter, roughly in line with the 0.7% drop of the Index. 
The following charts illustrate performance attribution for the 
quarter by sector and region, respectively.

Viewed by sector, the portfolio benefited from positive stock 
selection in Financials and Health Care. In Financials, our EM 
and frontier market companies—Bank of Georgia, Max Finan-
cial, and GRUH Finance—all performed relatively well. This 
positive performance was partially offset by our underweights 
in Materials and Energy. The portfolio also suffered from poor 
stocks in Industrials and Consumer Staples, due partially to UK 
companies Grafton Group, Senior, and Britvic. Senior primar-

 MARkeT RevIew

International small company stocks were off to a strong start in 
the quarter until the UK’s surprising vote to leave the European 
Union (EU) sparked a sell-off. The MSCI All Country World ex-
US Small Cap Index dropped nearly 4% in the final week to 
close down 0.7% for the quarter.

Both small and large companies within the European Mone-
tary Union (EMU) were down 5%; in Europe outside the EMU, 
small companies fell 7% while large companies were flat. The 
largest detractor from small-cap performance in that region 
was the UK, where small companies fell 11%, in contrast to 
larger companies, which rebounded in the last few days of the 
quarter to close with only a slight decline. The pound sterling 
depreciation that resulted from the Brexit vote is beneficial to 
larger companies, which derive more of their revenues from 
abroad than smaller companies.

The underperformance of European stocks following the Brexit 
vote reflected diminished growth expectations at a time when 
Europe’s economy has barely recovered to its pre-financial 
crisis level (despite unprecedented levels of central bank sup-
port). While Brexit’s long-term impact on European growth is 
difficult to assess before knowing whether trade between Brit-
ain and Europe will face significant restrictions, its short-term 
impact will certainly be negative due to the effect of elevated 

SeCToR PeRFoRMAnCe (uSd %)
oF THe MSCI ACw ex-uS SMAll CAP Index

SeCToR 2Q 2016 TRAIlInG 12 MonTHS

ConSuMeR dISCReTIonARY -4.3 -9.3

ConSuMeR STAPleS 4.7 12.0

eneRGY 9.2 -26.4

FInAnCIAlS -3.6 -8.3

HeAlTH CARe 4.1 5.7

InduSTRIAlS -2.6 -7.1

InFoRMATIon TeCHnoloGY -2.4 -5.6

MATeRIAlS 5.1 0.5

TeleCoM SeRvICeS -3.5 -13.8

uTIlITIeS 5.1 1.3

MARkeT PeRFoRMAnCe (uSd %)

MARkeT                                   2Q 2016 TRAIlInG 12 MonTHS

CAnAdA 13.0 0.4

eMeRGInG MARkeTS 0.5 -12.4

euRoPe eMu -5.5 -4.2

euRoPe ex-eMu -7.4 -9.6

JAPAn 3.8 3.2

MIddle eAST -0.2 0.3

PACIFIC ex-JAPAn 0.8 -2.5

MSCI ACw ex-uS SMAll CAP Index -0.7 -5.1

Source: FactSet (as of June 30, 2016); MSCI Inc. and S&P.

Companies held in the portfolio during the quarter appear in bold type; only 
the first reference to a particular holding appears in bold. The portfolio is 
actively managed therefore holdings shown may not be current. Portfolio 
holdings should not be considered recommendations to buy or sell any 
security. It should not be assumed that investment in the security identified 
has been or will be profitable. To request a complete list of holdings for the 
past year, please contact Harding Loevner. A complete list of holdings at 
June 30, 2016 is available on page 6 of this report.
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ily supplies air-duct and fluid systems used in aerospace and 
commercial vehicles. The outlook for its aerospace business re-
mains rosy as commercial aircraft manufacturers are building 
and shipping planes at a record pace. However, demand for 
its commercial vehicle products has weakened substantially as 
activity has fallen in important end markets, such as the min-
ing and oil and gas industries, in response to lower commodity 
prices. Senior’s stock suffered after the company issued a profit 
warning in late June. Shares of Grafton Group, a distributor of 
homebuilding and maintenance supplies, sold off sharply af-
ter the Brexit vote as the outlook for residential construction 
dimmed. Beverage manufacturer Britvic also now faces a slow-
er domestic economy.

Viewed by region, our large overweight in countries in the un-
derperforming EMU hurt performance, but this was more than 
offset by good stock selection in the region. In May, German 
ophthalmology-systems company Carl Zeiss Meditec reported 
strong growth in all of its business units, especially its refrac-
tive laser business. Carl Zeiss’s innovative new laser is used in 
the ReLEX SMILE vision-correction procedure, which has been 
taking significant market share from the more invasive LASIK 
procedure. The company announced that over 450,000 eyes 
have been treated by ReLEX SMILE. The procedure is still in the 
FDA review process in the US, but approval may be imminent.

InveSTMenT PeRSPeCTIveS 

Mergers and Acquisition Activity

Since the global financial crisis, economic recovery has been 
slow as borrowers around the world continue to unwind their 
accumulated debts and restrict their investments and spending. 
The impact of the slow global economy on companies is visible 
in their rate of sales growth, which has declined steadily since 
2008 for both small and large companies (see chart below). 

1Includes countries with less-developed markets outside the Index; 2Includes 
companies classified in countries outside the Index. Source: FactSet; Harding 
Loevner International Small Companies Composite; MSCI Inc. and S&P. The 
total effect shown here may differ from the variance of the Composite 
performance and benchmark performance shown on page 1 of this report 
due to the way in which FactSet calculates performance attribution. This 
information is supplemental to the Composite GIPS Presentation.
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Central banks in developed markets have aggressively lowered 
interest rates to spur growth, with Europe and Japan even tak-
ing the unprecedented step of pushing rates below zero. The 
current environment of low interest rates and anemic growth 
is supportive of mergers and acquisitions (M&A). Companies 
pursue M&A for various strategic aims—to gain economies of 
scale, to improve their growth prospects by offering new prod-
ucts and services or entering into new markets, or to strengthen 
their managerial and technical talent, among other reasons. 
Low interest rates foster M&A because lower borrowing costs, 
all else being equal, mean deals are more likely to be earn-
ings accretive. Also, in low-growth environments, management 
teams may be tempted to turn to acquisitions to grow faster, 
especially if their compensation is linked to growth.

P
er

ce
nt
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partner has arrived. In late June, HDFC Life and Max Finan-
cial agreed to merge. Max Financial was one of HDFC Life’s 
few competitors, so the deal will significantly reduce industry 
rivalry. By combining both companies’ distribution channels 
and market reach in India, the merged company is expected to 
achieve faster sales growth with lower costs.

Since these two deals were announced, the portfolio has ben-
efitted from share-price appreciation for both companies. But 
a concern we have in this environment of easy money is the 
potential for ill-advised acquisitions by our portfolio companies. 
While managements always provide seemingly solid reasons for 
pursuing acquisitions, historical experience demands that we be 
skeptical that the ultimate outcome of M&A deals will resemble 
the original rosy rationale. Indeed, the empirical evidence sug-
gests that, on average, M&A destroys value.

Last year, we sold one of our portfolio companies—Wirecard AG 
of Germany—because of discomfort with its M&A strategy. A 
leading company in the online- and mobile-payment processing 
industry, Wirecard had accelerated its acquisition activity in the 
prior year, particularly in Asia. By acquiring companies ostensi-
bly to improve its growth in EMs, Wirecard increased the intan-
gible assets on its balance sheet while its cash flows and returns 
on capital weakened. The company was also capitalizing costs 
aggressively and not providing enough details on changes in its 
working capital. We removed the company from our portfolio 
and our research coverage when it could no longer meet our 
“management quality” and “financial strength” criteria.

A more positive case of M&A activity by a portfolio holding was 
TPG Telecom of Australia, which acquired another Australian 
telecom business (and also a portfolio holding), iiNet, in Sep-
tember 2015. Both companies provided internet and telephone 
service, but in different regions and to different customer seg-
ments. TPG Telecom was dominant in the lower-priced market 
in large cities in New South Wales and Victoria, while iiNet 
was a leader in offering higher-end services in Western Aus-
tralia, South Australia, and Queensland. When the deal was 
announced in early 2015, we thought it made genuine strategic 
sense. As we noted in our 2015 first quarter report, the two 
businesses complemented each other and the merger would 
create valuable economies of scale as network operations and 
data centers were consolidated. This quarter we met with TPG 
and confirmed that the merged company continues to be go-
ing strong. We expect operating margins to rise over the next 
five years as the two networks are further integrated and cost 
cutting is completed. TPG is now the Number-Two broadband 
provider in Australia, with approximately 25% market share, 
and it enjoys strong growth prospects.

PoRTFolIo HIGHlIGHTS

We made several changes to the portfolio during the quarter, 
including establishing new positions in EMIS Group, Kernel, 
and Haitian International Holdings, and selling our positions 
in Leoni and AKR Corporindo.

M&A activity has picked up in the last couple of years to reach 
levels close to those of 2007, the previous peak year for deals 
(see the chart above). As the Financial Times wrote at the end 
of 2015, “[h]unger for growth in a weak economic environ-
ment, cheap financing, and continued pressure from activist 
shareholders to boost returns drove many companies to com-
bine.”1 The availability of cheap financing was one of the fac-
tors that drove M&A in 2007, but the rate environment today is 
obviously more extreme—in 2007, zero was still considered the 
lower bound of interest rates!

We have seen a healthy level of M&A activity in the portfolio, 
with our companies acting as targets or acquirers in 17 M&A 
deals of US$100 million or more in the past 18 months. Here 
we discuss four examples of recent M&A activity.

In April, BM&F Bovespa, the Brazilian clearing house and stock 
exchange, made an offer for Cetip, the central depository for fi-
nancial products in the country. In Brazil, as in the US, physical 
certificates are not exchanged when a financial asset is traded; 
rather, electronic records of all certificates and securities are 
tracked in a central location, and are updated as ownership 
changes. Cetip serves as this central storage location, earning 
revenues primarily from the registration and custody of securi-
ties on behalf of banks, insurance companies, and other mar-
ket participants. The company is a critical component of the 
market infrastructure in Brazil as it houses nearly all of the 
fixed-income securities in the country. The deal helps Bovespa 
grow its OTC business and gains the company access to the 
fixed-income market, one of the faster-growing financial mar-
ket segments in Brazil.

Last quarter we described the spin-off of Max Financial as a 
standalone insurance company from portfolio holding Max In-
dia. The insurer has strong long-term growth prospects given 
the under-penetration of life insurance in India. We noted that 
the company needed a deep-pocketed financial partner to pro-
vide capital in Max Financial’s early growth stage, and such a 

1James Fontanella-Khan, “Global Dealmaking Breaks 2007 Record,” 
Financial Times (December 21, 2015).

Source: Bloomberg.
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EMIS creates software widely used in doctors’ offices, hospitals, 
clinics, and pharmacies across the UK to perform administra-
tive tasks, including managing patient records and employee 
workflows electronically. The company has a 56% share of the 
UK’s General Practitioner (GP) software market. These func-
tions are critical for GPs, which creates high switching costs 
with respect to installed software. Due to this, GPs are less sen-
sitive to software price increases and are less likely to move to a 
competing provider. EMIS has been able to deliver quality soft-
ware since the late 1990s. Today it has a large and stable user 
base, reflected in the company’s history of strong revenue and 
operating-income growth and a high, stable cash-flow return 
on investment (CFROI) over the past five years.

Kernel is an agricultural company specializing in both grain 
production and trading as well as sunflower oil production. 
Though its shares are listed in Warsaw, Poland, the company’s 
operations are based in Ukraine and Russia where it benefits 
from the remarkably phosphate-rich farmland in the region, 
called chernozem in Russian (lit. “black earth”). Kernel’s grain-
trading business is vertically integrated; it not only raises and 
stores crops, but also handles the logistics to ship them. The 
company’s scale, vertical integration, and ready access to some 
of the world’s richest farmland allow Kernal to operate at lower 
cost relative to smaller local competitors and to compete with 
larger multinational companies such as Cargill and ADM. Ker-
nel also owns roughly 25% of the sunflower-crushing capacity 
in Ukraine, a country that accounts for about 30% of global 
sunflower oil production. Kernel bottles and sells some of the 
oil it produces under its own brand and ships the rest to inter-
national markets. This branded oil business is very stable and 
generates high margins and good returns. The company has 
grown revenue and operating income impressively through-
out its history, while earning a return well above its cost of 
capital—a challenging feat for a commodity-based business. 
Kernel faces some significant risks to its business; the ongoing 
tensions between Ukraine and Russia may cause disruptions to 
the transportation of its products and, as with any agricultural 
company, Kernel is subject to volatile commodity prices. How-
ever, we believed these risks were more than reflected in the 
price of the stock.

Haitian International Holdings is a China-based manufacturer 
of plastic injection-molding machines (PIMM). Plastic injection 
molding is the most common method of producing the plastic 
components used in innumerable products such as automotive 
interior parts, medical equipment, toys, and milk caps. Haitian 
focuses on producing large and highly sophisticated PIMMs that 
are expensive—typically upwards of US$35,000. PIMMs are a 
critical piece of manufacturing equipment for Haitian custom-
ers, which gives the company favorable bargaining power over 

buyers. Haitian’s customers are also willing to pay a premium 
for the reliability, ease of maintenance, and energy efficiency 
of Haitian’s PIMMs. While the company’s growth is more cycli-
cal than that of most portfolio holdings, historically Haitian has 
generated a stable and high CFROI and we consider the valua-
tion attractive for a business of its relative quality.

We sold our position in Leoni, a German supplier of wire har-
nesses to the auto industry. Four significant contracts that 
Leoni won in recent years have turned out to be nearly unprof-
itable, resulting in the company missing its earnings targets. 
We believe the underlying reason for the earnings pressure is a 
deteriorating competitive environment that has created pricing 
pressure on new contract bidding.

We also sold Indonesia’s AKR Corporindo, which is engaged in 
the distribution and trading of chemicals and petroleum prod-
ucts. The company’s strong logistics capabilities—supported by 
a vast network of ports, trucks, liquid tanks, warehouses, and 
barges—are a source of competitive advantage. However, AKR 
recently earmarked billions of dollars for investment in real es-
tate and energy plants unrelated to its core business. We do 
not think the company has any competitive advantage in these 
new areas. In the short term, the company will certainly be in a 
weaker financial position due to these investments, and we are 
skeptical of the longer-term return they will generate.

We are pleased to announce that Harding Loevner has named 
Ferrill Roll, CFA the firm’s Co-Chief Investment Officer effective 
August 1, 2016. Ferrill will work alongside our current CIO, Simon 
Hallett, CFA, who has served in this role since 2003. Ferrill’s 
appointment will enhance the capabilities and effectiveness 
of our CIO role, particularly in the areas of risk management 
and investment professional development. He has 20 years of 
experience at Harding Loevner and serves as a co-lead portfolio 
manager of our Global Equity and International Equity strategies 
as well as a Financials sector analyst. As Co-CIO, Ferrill will also 
continue to serve as a PM and analyst. For further information, 
please contact Harding Loevner.

kernel’s scale, vertical integration, and ready 
access to some of the world’s richest farmland 

allow it to compete with larger multinational 
companies.
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InTeRnATIonAl SMAll CoMPAnIeS HoldInGS (AS oF June 30, 2016)

Model Portfolio holdings are supplemental information only and complement the fully compliant International Small Companies Composite GIPS Presentation. 
The portfolio is actively managed therefore holdings shown may not be current. Portfolio holdings should not be considered recommendations to buy or sell 
any security. It should not be assumed that investment in the security identified has been or will be profitable. To request a complete list of portfolio holdings 
for the past year contact Harding Loevner.

SeCToR/CoMPAnY/deSCRIPTIon CounTRY end wT (%)

ConSuMeR dISCReTIonARY

AbC-MART  Footwear retailer Japan 0.5

CHeIl woRldwIde  Marketing services South Korea 1.0

dIGnITY  Funeral services provider UK 0.9

HeRFY Food SeRvICeS  Quick service restaurant chain Saudi Arabia 0.9

HIdAY HIdAkA  Restaurants Japan 2.5

IPSoS  Market research France 1.2

kolAo HoldInGS  Car retailer South Korea 0.4

PICo FAR eAST HoldInGS  Events services Hong Kong 0.8

SHenzHou InTeRnATIonAl  Textile manufacturer China 0.5

ConSuMeR STAPleS

AlICoRP Produces seasonings from meat products Peru 0.1

ARIAke  Produces seasonings from meat products Japan 1.5

bRITvIC  Soft drink supplier UK 0.7

ClICkS GRouP  Retail pharmacy chain South Africa 1.2

CoSMoS PHARMACeuTICAl  Drug store operator Japan 0.8

eAST AFRICAn bReweRIeS  Beverage manufacturer Kenya 1.2

GRuPo HeRdez  Processed foods Mexico 1.0

keRnel  Diversified agribusiness conglomerate Poland 1.1

kwS SAAT  Agricultural products Germany 1.4

PIGeon    Baby care goods Japan 0.8

PRICeSMART    Membership club warehouse retailer US 0.7

SuGI HoldInGS    Pharmacy drugstore chain Japan 0.8

SuPeR GRouP    Packaged beverages Singapore 0.7

TAnzAnIA bReweRIeS  Beverage manufacturer Tanzania 0.9

vITASoY InTl HoldInGS  Soy-based foods & bev. mfg. Hong Kong 1.5

eneRGY

no holdings

FInAnCIAlS

AnAdolu HAYAT eMeklIlIk  Life insurance/pension Turkey 1.5

bAnk oF GeoRGIA  Commercial bank UK 1.5

bRAC bAnk  Commercial bank Bangladesh 1.2

CeTIP  Securities registry and depository Brazil 2.4

eQuITY bAnk  Commercial bank Kenya 1.7

GRuH FInAnCe  Mortgages India 2.2

JARdIne lloYd THoMPSon  Insurance brokerage UK 0.5

MAx FInAnCIAl  Life insurance India 2.5

MAx IndIA Insurance company India 0.2

RATHoRne bRoS  Wealth management UK 1.6

HeAlTH CARe

AbCAM  Research antibody mfg. and distributor UK 1.8

bMl  Medical laboratory operator Japan 1.8

CARl zeISS MedITeC  Ophthalmology systems Germany  2.4

dIASoRIn  Producer of reagents for diagnostics Italy 0.7

eMIS GRouP  Healthcare information technology UK 0.8

GeRReSHeIMeR  Specialty packaging manufacturer Germany  1.6

nAkAnISHI  Dental tool manufacturer Japan  1.2

SeCToR/CoMPAnY/deSCRIPTIon CounTRY end wT (%)

RoHTo PHARMACeuTICAl  Pharma/cosmetics mfg Japan 0.4

SQuARe PHARMACeuTICAlS  Pharma manufacturer Bangladesh 1.0

InduSTRIAlS

ARCAdIS  Engineering consulting services Netherlands 0.8

beRTRAndT  Engineering services Germany 1.2

boSSARd  Fasteners distributor Switzerland 1.4

bRunel InTeRnATIonAl  Employment services Netherlands 1.6

CoASTAl ConTRACTS  Marine transportation services Malaysia 0.5

dAnIelI  Builds iron and steel facilities Italy 0.8

dIAloG GRouP beRHAd  Petrochemical tech. services Malaysia 0.5

GRAFTon GRouP  Building supplies retailer UK 0.8

HAITIAn InTl HoldInGS  Plastic injection molding machine maker China 1.0

lISI  Industrial fasteners manufacturer France 1.6

MISuMI GRouP  Machinery parts distributor Japan 0.9

MonoTARo  Online distributor of maintenance supplies Japan 0.7

PARk24  24-hour automated parking operator Japan 1.1

PFeIFFeR vACuuM TeCHnoloGY  Vacuum pump mfg. Germany 1.0

RATIonAl  Semi combi-steamers for industrial kitchens Germany 0.4

RoToRk  Actuator maker UK 0.5

RPS GRouP  Environmental health, safety and risk UK 1.4

SAI GlobAl  Business information services Australia 0.8

SeMPeRIT  Rubber product manufacturer Austria 2.0

SenIoR  Aerospace and auto parts manufacturer UK 1.6

ToMRA  Creates solutions to critical industries Norway 1.6

vAlId SoluCoeS  Security printing services Brazil 1.0

InFoRMATIon TeCHnoloGY

AdvAnTeCH  Manufacturer & marketer of industrial PCs Taiwan 0.6

AlTen  Technology consulting France 2.4

ASM InTeRnATIonAl  Semiconductor equipment Netherlands 1.1

beCHTle  IT servicing and IT product reseller Germany 3.3

CHIPbond TeCHnoloGY  Chip packaging service Taiwan 0.9

InFoMART  Online restaurant supply chain operator Japan 1.4

leM HoldInGS  Electrical components mfg. Switzerland 1.7

PAx GlobAl  Electronic payments China 1.7

RePlY  IT services company Italy 1.9

TeMenoS GRouP  Banking software Switzerland 0.4

vAISAlA  Atmospheric measuring devices Finland 1.9

wASIon GRouP HoldInGS  Smart metering company China 1.4

MATeRIAlS

CeMex lATAM  Multinational building materials company Colombia 0.5

CHR. HAnSen  Produces natural food ingredients Denmark 0.5

RPC  Plastic packaging manufacturer UK 0.6

TeleCoM SeRvICeS

ToweR beRSAMA  Wireless telecom towers Indonesia 0.5

TPG TeleCoM  Telecom services Australia 0.5

uTIlITIeS

RubIS  Liquid chemical storage and distribution France 0.8

CASH 4.6
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2Q16 ConTRIbuToRS To AbSoluTe ReTuRn (%)

lARGeST ConTRIbuToRS SeCToR weIGHT ConTRIbuTIon

CARl zeISS MedITeC HlTH 2.3 0.65

CeTIP FInA 2.3 0.49

MAx FInAnCIAl FInA 1.0 0.45

AbCAM HlTH 1.6 0.36

IPSoS dSCR 1.8 0.30

2Q16 deTRACToRS FRoM AbSoluTe ReTuRn (%)

lARGeST deTRACToRS SeCToR weIGHT ConTRIbuTIon

RATHbone bRoS FInA 2.7 -0.62

GRAFTon GRouP Indu 1.2 -0.46

RPS GRouP Indu 1.6 -0.36

SenIoR Indu 2.0 -0.29

RePlY InFT 2.1 -0.28

CoMPleTed PoRTFolIo TRAnSACTIonS

PoSITIonS eSTAblISHed CounTRY SeCToR PoSITIonS Sold CounTRY SeCToR

CeMex lATAM HoldInGS ColoMbIA MATS AIRTAC TAIwAn Indu

eMIS GRouP unITed kInGdoM HlTH HAnon SYSTeMS SouTH koReA dSCR

HAITIAn CHInA Indu leonI GeRMAnY dSCR

keRnel PolAnd STPl AkR CoRPoRIndo IndoneSIA Indu

RoToRk unITed kInGdoM Indu STAnleY eleCTRIC JAPAn dSCR

SQuARe PHARMACeuTICAlS bAnGlAdeSH HlTH

lAST 12 MoS ConTRIbuToRS To AbSoluTe ReTuRn (%)

lARGeST ConTRIbuToRS SeCToR weIGHT ConTRIbuTIon

beCHTle InFT 3.0 0.98

CARl zeISS MedITeC HlTH 1.6 0.93

CeTIP FInA 1.4 0.83

SYneRGY HeAlTHCARe HlTH 0.7 0.70

InduSTRIAl & FInAnCIAl SYS. InFT 1.3 0.65

lAST 12 MoS deTRACToRS FRoM AbSoluTe ReTuRn (%) 

lARGeST deTRACToRS SeCToR weIGHT ConTRIbuTIon

wASIon GRouP HoldInGS InFT 1.6 -1.77

leonI dSCR 1.2 -0.95

RATHbone bRoS FInA 2.4 -0.85

SenIoR Indu 1.7 -0.83

GRAFTon GRouP Indu 1.4 -0.73

The portfolio is actively managed, therefore holdings identified above do not represent all of the securities held in the portfolio and holdings may not be cur-
rent. It should not be assumed that investment in the securities identified has been or will be profitable. The following information is available upon request: (1) 
information describing the methodology of the contribution data in the charts above; and (2) a list showing the weight and contribution of all holdings during 
the quarter and the last 12 months. Past performance does not guarantee future results. In the charts above, “weight” is the average percentage weight of the 
holding during the period, and “contribution” is the contribution to overall performance over the period. Contributors and detractors exclude cash and securities 
in the Composite not held in the Model Portfolio. Quarterly data is not annualized. Portfolio attribution and characteristics are supplemental information only 
and complement the fully compliant International Small Companies Composite GIPS Presentation. Portfolio holdings should not be considered recommenda-
tions to buy or sell any security.

PoRTFolIo CHARACTeRISTICS

QuAlITY & GRowTH Hl ISC ACwI ex-uS SC RISk & vAluATIon Hl ISC ACwI ex-uS SC

PRoFIT MARGIn1 (%) 8.1 6.6 AlPHA2 (%) 3.62 –

ReTuRn on ASSeTS1 (%) 8.5 5.0 beTA2 0.92 1.00

ReTuRn on eQuITY1 (%) 15.8 10.3 R-SQuARed2 0.94 1.00

debT/eQuITY RATIo1 (%) 16.5 45.3 ACTIve SHARe3 (%) 98 –

STd dev oF 5 YeAR Roe1 (%) 3.0 4.5 STAndARd devIATIon2 (%) 14.55 15.39

SAleS GRowTH1,2 (%) 6.3 4.0 SHARPe RATIo2 0.42 0.17

eARnInGS GRowTH1,2 (%) 11.9 8.4 TRACkInG eRRoR2 3.86 –

CASH Flow GRowTH1,2 (%) 10.2 6.0 InFoRMATIon RATIo2 0.91 –

dIvIdend GRowTH1,2 (%) 8.6 4.5 uP/down CAPTuRe2 94/79 –

SIze & TuRnoveR Hl ISC ACwI ex-uS SC PRICe/eARnInGS4 18.3 14.7

wTd MedIAn MkT CAP (uS $b) 1.5 1.5 PRICe/CASH Flow4 11.5 10.3

wTd AvG MkT CAP (uS $b) 1.8 1.8 PRICe/book4 2.5 1.3

TuRnoveR3 (AnnuAl %) 26.3 – dIvIdend YIeld5 (%) 2.4 2.5

1Weighted median; 2Trailing five years, annualized; 3Five-year average; 4Weighted harmonic mean; 5Weighted mean. Source (Risk characteristics): eVestment Alliance (eA); Harding Loevner International Small 
Companies Composite, based on the Composite returns; MSCI Inc. Source (other characteristics): FactSet (Run Date: July 6, 2016); Harding Loevner International Small Companies Model, based on the underlying 
holdings; MSCI Inc.
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1Benchmark Index; 2Variability of the composite and the Index returns over the preceding 36-month period, annualized; 3Asset-weighted standard 
deviation (gross of fees); 4The 2016 YTD performance returns and assets shown are preliminary; 5N.A.–Internal dispersion is less than a 12-month 
period; 6N.M.–Information is not statistically significant due to an insufficient number of portfolios in the Composite for the entire year; +Less than 36 
months of return data.

The International Small Companies Composite contains fully discretionary, fee paying international equity accounts investing primarily in non-US equity 
and equity-equivalent securities of companies with a market capitalization of below $3 billion. The investment objective of the Composite is long-term 
capital appreciation. For comparison purposes, the Composite is measured against the MSCI All Country World ex-US Small Cap Index (gross of with-
holding taxes). Returns include the effect of foreign currency exchange rates. The exchange rate source of the benchmark is Reuters. The exchange rate 
source of the Composite is Bloomberg. Additional information about the benchmark, including the percentage of composite assets invested in countries 
or regions not included in the benchmark, is available upon request.
 
The MSCI All Country World ex-US Small Cap Index is a free-float market capitalization index that is designed to measure small cap developed and 
emerging market equity performance. The Index consists of 45 developed and emerging market countries, targeting companies market capitalization 
range of USD 0–6,320 million (as of June 30, 2016) in terms of the company’s full market capitalization. You cannot invest directly in this Index.
 
Harding Loevner LP claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in 
compliance with the GIPS standards. Harding Loevner has been independently verified by Ashland Partners & Company, LLP for the period November 
1, 1989 through March 31, 2016.
 
Verification assesses whether (1) the firm has complied with all composite construction requirements of the GIPS standards on a firm-wide basis and 
(2) the firm’s policy and procedures are designed to calculate and present performance in compliance with GIPS standards. The International Small 
Companies Composite has been examined for the periods January 1, 2007 through March 31, 2016. The verification and performance exam reports are 
available upon request.
 
Harding Loevner LP is an investment adviser registered with the Securities and Exchange Commission. Harding Loevner is an affiliate of Affiliated Man-
agers Group, Inc. (NYSE: AMG), an investment holding company with stakes in a diverse group of boutique firms. The firm maintains a complete list and 
description of composites, which is available upon request.
 
Results are based on fully discretionary accounts under management, including those accounts no longer with the firm. Composite performance is pre-
sented gross of foreign withholding taxes on dividends, interest income and capital gains. Past performance is not indicative of future results. Policies 
for valuing portfolios, calculating performance, and preparing compliant presentations are available upon request.
 
The US dollar is the currency used to express performance. Returns are presented both gross and net of management fees and include the reinvestment 
of all income. Net returns are calculated using actual fees. Actual returns will be reduced by investment advisory fees and other expenses that may be 
incurred in the management of the account. The standard fee schedule generally applied to separate International Small Companies accounts is 1.00% 
annually of the market value up to $20 million; 0.80% of amounts above $20 million. Actual investment advisory fees incurred by clients may vary. The 
annual composite dispersion presented is an asset-weighted standard deviation calculated for the accounts in the composite the entire year.
 
The International Small Companies Composite was created on December 31, 2006.

InTeRnATIonAl SMAll CoMPAnIeS CoMPoSITe PeRFoRMAnCe (AS oF June 30, 2016)

Hl ISC 
GRoSS

(%)

Hl ISC
neT

(%)

ACwI ex-uS 
SMAll CAP1

(%)

Hl ISC 3-YR 
STd devIATIon2

(%)

ACwI ex-uS 
SMAll CAP 3-YR 
STd devIATIon2

(%)

InTeRnAl 
dISPeRSIon3

(%)

no. oF 
ACCounTS

CoMPoSITe 
ASSeTS

($M)

FIRM ASSeTS

(%)

2016 YTd4 -0.27 -0.75 0.03 11.11 12.65 n.A.5 3 166 0.45

2015 5.83 4.63 2.95 10.26 11.32 n.M.6 1 95  0.29 

2014 -2.12 -3.14 -3.69 12.30 13.13 n.M. 3 157 0.45

2013 28.37 26.92 20.13 16.41 16.65 n.M. 3 166 0.50

2012 25.73 24.31 18.96 19.24 19.96 n.M. 2 119 0.53

2011 -11.90 -12.80 -18.21 23.37 23.89 n.M. 2 84 0.62

2010 25.94 24.40 25.58 28.53 30.38 n.M. 1 18 0.16

2009 75.88 73.80 63.50 26.81 28.45 n.M. 1 8 0.13

2008 -47.01 -47.67 -50.01 + + n.M. 1 3 0.09

2007 17.80 16.73 11.11 + + n.M. 1 6 0.09


