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 TAble oF ConTenTs

 MARkeT RevIew

Monetary stimulus in the UK and 
Japan spurred strong performance in 
the quarter.

Led by Finland and France, Europe 
rebounded from being last quarter’s 
worst-performing region to this 
quarter’s best. 

While emerging markets performed 
in line with the overall Index, the 
BRIC countries outperformed on 
positive political and economic 
news.

 PoRTFolIo HIGHlIGHTs

Our style favors high-quality, 
growing companies.

We provide an update on the 
quality-growth characteristics of our 
investments in Japan.

We made new investments in small 
emerging markets this quarter.

CoMPosITe PeRFoRMAnCe (% ToTAl ReTuRn) FoR PeRIods endInG sePTeMbeR 30, 20161

3 MonTHs YTd 1 YeAR 3 YeARs2 5 YeARs2 sInCe InCePTIon2,3

Hl InTl sMAll CoMPAnIes (GRoss oF Fees) 4.90 4.62 12.68 4.99 11.94 8.06

Hl InTl sMAll CoMPAnIes (neT oF Fees) 4.63 3.85 11.46 3.88 10.72 6.87

MsCI All CounTRY woRld ex-us sMAll CAP Index4,5 8.00 8.04 13.79 3.89 8.98 3.72

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 20.2 11.8

Cons sTAPles 14.8 6.8

HeAlTH CARe 12.4 7.7

CAsH 4.6 –

IndusTRIAls 23.6 19.6

FInAnCIAls 13.5 9.7

TeleCoM seRvICes 0.8 1.0

uTIlITIes 0.9 2.4

eneRGY 0.0 3.6

Cons dIsCReTIonARY 7.6 15.8

MATeRIAls 1.6 10.9

ReAl esTATe 0.0 10.7

GeoGRAPHIC exPosuRe (%)

Hl IsC benCHMARk4 (undeR) / oveR THe benCHMARk

euRoPe eMu 28.8 17.1

FRonTIeR MARkeTs6 7.9 –

CAsH 4.6 –

oTHeR7 0.6 –

MIddle eAsT 0.0 1.0

euRoPe ex-eMu 19.7 21.3

eMeRGInG MARkeTs 19.8 22.5

PACIFIC ex-JAPAn 4.4 8.6

CAnAdA 0.0 7.4

JAPAn 14.2 22.1

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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cession during which Finland struggled to overcome unusually 
high labor costs and the impact of an economic slowdown in 
neighboring Russia. In September, Standard & Poor’s (S&P) 
upgraded its outlook on the Finnish economy from “negative” 
to “stable” based on the expected benefits of ambitious govern-
ment policy reforms underway to alleviate the labor market’s 
uncompetitiveness.1 France was also quite strong, returning 
13%. Investors may have been reacting to the more business-
friendly tone emanating recently from the ruling Socialist Party, 
whose leaders plan to liberalize labor laws, granting employers 
more freedom to extend the work week and to let go of staff.

Emerging markets performed in line with the overall Index, 
although the BRIC markets (Brazil, Russia, India, and China) 
outperformed. In Brazil (up 13%) the economy remains in a 
precarious spot—GDP has shrunk in each of the last six quar-
ters—but the political situation appears stable since Michel 
Temer officially replaced Dilma Rousseff as president. Russia 
(22%) seems to be exiting its recession, aided by a depreci-
ated and therefore more competitive currency and an elevated 
oil price compared to the beginning of the year. The Interna-
tional Monetary Fund and S&P released positive assessments 
of the Russian economy this quarter. India announced that its 
economy grew 7% in the second quarter, making it the world’s 
fastest-growing economy. Lastly, in China, currency devalua-
tion fears earlier in the year have moderated. The government 
reported reassuring second-quarter GDP growth of nearly 7% 
and higher-than-expected factory activity in August.

Traditionally defensive sectors underperformed more cyclical 
sectors this quarter. Utilities performed worst, but Consumer 
Staples and Health Care also lagged. Information Technology, 
Industrials, and Materials posted the best returns.

 PeRFoRMAnCe And ATTRIbuTIon

The International Small Companies (ISC) composite gained 
4.9% this quarter, trailing the MSCI ACW ex-US Small Cap In-
dex’s 8.0% return. The charts on the following page illustrate 
performance attribution for the quarter by sector and region.

Viewed by sector, the majority of underperformance came from 
our stock selection in Industrials. One detractor was Austrian 
rubber-product manufacturer Semperit, which has suffered de-
clining margins for one of its main products, medical gloves. 
The medical glove industry generally is suffering from excess 
capacity. Semperit has been unable to cut costs and limit dam-
age to margins caused by falling prices. Dutch recruiting firm 
Brunel International also recently reported weak second-
quarter earnings. A major portion of Brunel’s business is pro-
fessional staffing for the oil and gas industry, but spending on 
new oil projects (including hiring engineers) has been scarce 
this year even as the oil price has strengthened. Japanese hold-
ings MonotaRO and Park24—fast-growing companies with 

 MARkeT RevIew

International small companies (as reflected by the MSCI All 
Country World ex-US Small Cap Index) closed the third quar-
ter up 8% after a roughly flat performance through the first six 
months of 2016. All sectors and regions had positive returns.

Two developments in the world of monetary policy helped spur 
this quarter’s strong performance. First, the Bank of England re-
sponded aggressively to the Brexit referendum by promising to 
cut interest rates, to grow its existing quantitative easing pro-
gram by purchasing £60 billion of government bonds and £10 
billion of corporate bonds, and to establish favorable funding 
for commercial banks to offset some of the pain caused them by 
low rates. Meanwhile, the Bank of Japan announced its latest 
variation of monetary easing—yield-curve control—by which 
it will seek to keep the 10-year government bond rate at zero 
while short-term rates remain negative. A goal of this policy is 
to help the banks, who rely for profits upon having a positive 
spread between long-term and short-term interest rates.

Europe (both inside and outside of the eurozone) was the best-
performing region after posting the worst returns in the first 
half of 2016. Finland was particularly strong, returning 17% in 
the quarter. The country has recorded annualized GDP growth 
of 1% in the first six months of 2016, ending a three-year re-

seCToR PeRFoRMAnCe (usd %)
oF THe MsCI ACw ex-us sMAll CAP Index

seCToR 3Q 2016 TRAIlInG 12 MonTHs

ConsuMeR dIsCReTIonARY 7.8 8.2

ConsuMeR sTAPles 4.1 22.2

eneRGY 5.7 5.2

FInAnCIAls 8.8 -3.2

HeAlTH CARe 5.7 19.0

IndusTRIAls 9.8 13.9

InFoRMATIon TeCHnoloGY 12.8 18.7

MATeRIAls 9.5 30.5

ReAl esTATe 4.0 14.2

TeleCoM seRvICes 7.0 3.0

uTIlITIes 3.5 17.3

MARkeT PeRFoRMAnCe (usd %)

MARkeT                                   3Q 2016 TRAIlInG 12 MonTHs

CAnAdA 2.5 27.6

eMeRGInG MARkeTs 7.7 13.1

euRoPe eMu 9.8 9.5

euRoPe ex-eMu 9.4 4.6

JAPAn 7.0 19.3

MIddle eAsT 11.0 17.4

PACIFIC ex-JAPAn 8.9 25.2

MsCI ACw ex-us sMAll CAP Index 8.0 13.8

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

1Mehreen Khan, “Far from finished: Finland gets S&P outlook upgrade,” 
Financial Times (September 16, 2016). 
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relatively expensive shares—also hurt relative performance as 
investors favored cheaper, albeit lower-growth, stocks in Japan 
this quarter.

Offsetting some of the poor selection in Industrials was strong 
performance by SAI Global (SAI), an Australian-based infor-
mation-services company. During the quarter, SAI received 
(and accepted) a takeover bid from a private equity firm at a 
roughly 30% premium to its prior stock market value. SAI is 
the fourth portfolio company to receive an acquisition offer this 
year. The portfolio also benefited from a lack of exposure to 
the underperforming Real Estate sector. Under the MSCI GICS 

taxonomy, Real Estate was part of the Financials sector until 
September, when MSCI reclassified it as a standalone sector.

Poor stock selection in the European Monetary Union offset the 
benefit of our overweight in the outperforming region. German 
medical-equipment maker Carl Zeiss Meditec reported disap-
pointing fiscal third-quarter earnings due to a non-operating 
loss on currency hedges. However, revenue was up slightly and 
operating income was up over 20% versus the third quarter of 
fiscal year 2015.

Another headwind to performance was our exposure to compa-
nies based in frontier markets. Shares of Equity Bank in Kenya 
dropped after the government enacted a law that capped bank 
lending rates and established a floor on deposit rates. The regu-
lation threatens the profitability of the country’s entire banking 
sector and, unless it is revised, poorly capitalized banks—which 
Equity Bank is not among—will likely fail. While the regulation 
has the immediate effect of reducing Equity Bank’s cash flow, 
it should ultimately leave the company in a better competitive 
position once weaker banks fail.

 InvesTMenT PeRsPeCTIves 

Shift in Style Preference

Since the financial crisis of 2008, the global economy has 
grown only slowly. In such an environment, companies with 
the ability to grow their businesses and defend their competi-
tive positions—i.e., those we regard as quality-growth com-
panies—have experienced a rising share-price premium. This 
trend was apparent in 2015, when stocks of high-quality and 
growth businesses outperformed and value stocks underper-
formed. However, in the first nine months of 2016, this trend 
reversed: lower-growth and value stocks outperformed, and 
high quality performed similarly to low quality. The charts on 
the following page illustrate the shift in style.

Our portfolio is more expensive than the benchmark—based 
on, e.g., their price-to-earnings ratios—so a shift to a more 
value-oriented market environment, if sustained, presents 
challenges. Similarly, our favored style of investing in growth 
and quality faces a headwind when investors embrace lower-
quality, more cyclical companies. That said, predicting market 
shifts is, in our mind, well-nigh impossible, which is the main 
reason we never change our investment approach. We believe 
that shares of high-quality, growing companies—those with 
strong competitive positions, healthy balance sheets, and sus-
tainable growth opportunities—are likely to outperform lower-
quality companies over the long term, provided we are careful 

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 
September 30, 2016 is available on page 6 of this report.

1Includes companies classified in countries outside the Index; 2Includes 
countries with less-developed markets 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.

seCToR PeRFoRMAnCe ATTRIbuTIon
THIRd QuARTeR 2016

InTl sMAll Cos CoMPosITe vs. MsCI ACw ex-us sMAll CAP Index
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to pay no more than fair prices for them and to let them go if 
they become overpriced. This quarter our search for attractive-
ly priced, small quality-growth companies has led us to small 
emerging markets, as we discuss in the Portfolio Highlights sec-
tion of this report.

The Harding Loevner Quality Rank, Growth Rank, and Value Rank are 
proprietary measures determined using objective data to rank companies 
based on a number of factors that, in the case of Quality, attempt to measure 
the stability, trend, and level of profitability, as well as balance sheet 
strength. In the case of Growth, objective data is utilized to rank companies 
based on an assessment of historic growth of earnings, sales, and assets, 
as well as expected moves in earnings and profitability. The Value Rank 
is used to rank companies by value based on several objective valuation 
measures, including price ratios.

Source: FactSet (as of September 30, 2016).

PeRFoRMAnCe bY QuInTIle oF QuAlITY
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Japan Update

In our first quarter 2015 report, we described Japan as a “fertile 
ground for finding high-quality, growing companies” despite its 
apparent unattractiveness from a top-down perspective (nota-
bly its poor growth prospects). We continue to hold that view 
and offer an update on our investment positioning in Japan.

In aggregate, Japanese companies have weak growth and poor 
returns on invested capital compared to the global small com-
pany universe. The country is in the midst of a multi-decade 
battle with deflation and Japanese companies’ average cash-
flow return on investment is routinely below the global aver-
age—recently 4% versus 7%. In addition, although corporate 
governance in Japan has improved in recent years, standards 
are still generally poor. Many Japanese companies are still 
characterized by substantial crossholdings, a paucity of inde-
pendent directors, and poor audit and compensation commit-
tee structures.

As active equity managers, we focus only on companies that 
meet our quality-growth criteria. Fortunately, Japan has over 
900 small companies to choose from. China is the only country 
with a larger opportunity set, with 1,200 small capitalization 
stocks, but most have only recently become accessible to for-
eign investors and quality remains scarce. The UK offers the 
third-largest opportunity set with about 340 names.

Our strategy holds 13 companies in Japan totaling 14% of the 
portfolio—our largest country exposure. The holdings exhibit 
higher quality and faster growth than the overall Japanese 
market as shown in the following chart, which compares our 
Japanese holdings (ISC Japan) with those in the Index (MSCI 
Japan Small Cap Index) as of September 30, 2016. We measure 
quality using profit margins, return on assets (ROA), return on 
equity (ROE), debt/equity, and standard deviation of ROE. 
The growth profile is reflected in five-year sales, earnings, cash 
flow, and dividend growth.

QuAlITY And GRowTH CHARACTeRIsTICs
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A few characteristics stand out: 
(a) Our portfolio of Japanese holdings has a higher weighted-

median ROA and ROE compared to the MSCI Japan Small 
Cap Index.

(b) The financial strength of our Japanese companies is indi-
cated by lower financial leverage compared to the market 
(although we note that the portfolio holds no Japanese 
Financials, which constitute 7% of Japanese companies in 
the Index).

(c) The portfolio’s lower volatility of five-year ROE suggests 
our holdings have relatively resilient business models and 
competitive advantages, which we expect will be sustained 
into the future.

(d) The portfolio’s sales, cash flow, and dividend growth met-
rics are stronger relative to the Index. Earnings growth is 
the exception: the portfolio’s weighted-median earnings 
growth is 11.9% against the Index’s 13.2%, partly due to 
our lack of Japanese small-cap Financials which have had 
a five-year period of unusually strong earnings growth. 
We believe our portfolio companies’ faster sales growth, 
combined with their superior profitability, should trans-
late to sustainable earnings growth in the future.

Three companies that exemplify the strong competitive posi-
tions, innovative culture, and superior profitability of our Japa-
nese holdings are Park24, Ariake, and MonotaRO.

Park24 is Japan’s largest parking lot operator. The company 
uses a proprietary, real-time monitoring system that optimizes 
the usage of its approximately 640,000 parking spaces. Data 
generated from this system is also used to improve customer 
service by enabling membership point programs and electronic 
payment options. In addition to renting parking spaces, Park24 
recently began a ride-sharing business called Mobility, which 
is akin to Zipcar in the United States. Park24 can freely place 
its cars in the company’s own properties while ride-sharing 
competitors have to lease spaces. This new business is growing 
rapidly—we believe sales can expand at double-digits for the 
long term and may reach 40% of Park24’s overall revenues. 
Last year, Park24 partnered with Toyota to develop a one-way 
car-sharing service that uses one-seat, ultra-compact electric 
cars manufactured by Toyota. The success of the company’s 
business of offering both parking lots and car sharing and its 
effective use of proprietary technology is reflected in Park24’s 
rapid revenue and earnings growth, consistently high returns 
on invested capital, and strong balance sheet.

Founded in 1966, Ariake is a soup stock company. It supplies 
Japanese-style bouillons, Chinese-style soups, French-style con-
sommé, and a variety of other soups and stocks to all levels 
of the food industry, from mom-and-pop restaurants to major 
manufacturers such as Nestlé, Unilever, and Campbell’s Soups. 
It makes all of its products from animal extracts rather than 
synthetic components. To produce in quantity the specific taste 
a customer is looking for, Ariake uses chemical analysis and a 
database of over 2,500 flavors. Ariake also uses specialized, in-
house production equipment to produce flavor extracts in large 
volumes while maintaining quality. The company has gener-
ated strong revenue and earnings growth and double-digit re-

turns on invested capital over many years

MonotaRO is a supplier of a huge number of MRO (maintenance, 
repair, and operations) products, which are the items needed to 
run a business but not the raw materials required in production. 
MRO products include cables, duct tape, filters, gloves, and gog-
gles. MonotaRO is the first MRO supplier in Japan to implement 
both a sophisticated online sales model and a highly automated 
distribution center. The online sales model has disrupted Japan’s 
traditional MRO product distribution network by eliminating 
layers of middlemen. The company’s automated logistics give 
it a significant competitive advantage in managing inventory; it 
uses about 150 robots at its new logistics center in Kanto, which 
has cut labor time in half. MonotaRO’s unique business model 
has resulted in industry-leading returns on capital and sales and 
earnings growth rates significantly above the industry average. 
US-based W. W. Grainger, the world’s largest MRO company, 
holds a 51% stake in MonotaRO.

 PoRTFolIo HIGHlIGHTs

We bought two stocks in small emerging markets this quarter 
and sold one in frontier markets.

Peruvian packaged-goods company Alicorp is a market leader 
in many consumer-goods categories in Peru, primarily within 
the personal products and packaged-food sub-categories, in-
cluding pasta, sauces, cereals, edible oils, laundry detergents, 
and soaps. The company has the widest distribution reach in 
Peru with 27 exclusive distributors covering every major town 
in the country. Alicorp controls 12 warehouses serving 9 manu-
facturing facilities spread across the country, including in Pe-
ru’s four largest ports. We expect Alicorp to deliver profitable 
growth with high single-digit revenue growth and high-teens 
earnings-per-share growth over the next five years.

Integrated Diagnostic Holdings (IDH) is the largest private 
lab-diagnostics company in Egypt with a network of over 300 
branches (over five times the next-largest competitor) and an 
estimated 25% market share. The company offers over 1,200 
clinical tests including immunology, hematology, and parasitol-
ogy to its patients. IDH benefits from its strong reputation with 
both doctors and patients established over the past 30 years, 
as well as longstanding relationships with Egypt’s government 
and other national institutions. The shares were undervalued 
based upon our expectations that IDH should grow revenues 
and earnings by about 15% annually over the next five years.

We also sold one the portfolio’s frontier markets positions, 
Kolao Holdings, a South Korea-listed car manufacturer and 
distributor that operates primarily in Laos. We believe the com-
pany continues to have good long-term growth prospects, al-
though car sales have slowed over the past year due to Laos’ 
weak economy. Our main concern has been the deterioration of 
Kolao’s balance sheet. In an effort to boost sales, the company 
has been offering extensive dealer financing. The total amount 
of receivables from these car loans—about US$270 million as 
of June 30, 2016—are unacceptably high relative to the com-
pany’s annual sales of about US$358 million.
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InTeRnATIonAl sMAll CoMPAnIes HoldInGs (As oF sePTeMbeR 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 0.3

dIGnITY  Funeral services provider UK 0.9

HeRFY Food seRvICes  Quick service restaurant chain Saudi Arabia 0.7

HIdAY HIdAkA  Restaurants Japan 2.3

IPsos  Market research France 1.3

PICo FAR eAsT HoldInGs  Events services Hong Kong 0.8

sHenzHou InTeRnATIonAl  Textile manufacturer China 0.7

ConsuMeR sTAPles

AlICoRP Consumer goods manufacturer Peru 0.5

ARIAke  Natural seasonings producer Japan 1.3

bRITvIC  Soft drink supplier UK 0.7

ClICks GRouP  Retail pharmacy chain South Africa 1.3

CosMos PHARMACeuTICAl  Drug store operator Japan 0.9

eAsT AFRICAn bReweRIes  Beverage manufacturer Kenya 1.1

GRuPo HeRdez  Processed foods Mexico 0.9

keRnel  Diversified agribusiness conglomerate Ukraine 1.7

kws sAAT  Agricultural products Germany 1.4

PIGeon  Baby care goods Japan 0.7

PRICesMART  Membership club warehouse retailer US 0.6

suGI HoldInGs  Pharmacy drugstore chain Japan 0.7

suPeR GRouP  Packaged beverages Singapore 0.7

TAnzAnIA bReweRIes  Beverage manufacturer Tanzania 0.8

vITAsoY InTl HoldInGs  Soy-based foods & bev. mfg. Hong Kong 1.6

eneRGY

no holdings

FInAnCIAls

AnAdolu HAYAT eMeklIlIk  Life insurance/pension Turkey 1.4

bAnk oF GeoRGIA  Commercial bank UK 1.5

bRAC bAnk  Commercial bank Bangladesh 1.3

CeTIP  Securities registry and depository Brazil 1.0

eQuITY bAnk  Commercial bank Kenya 1.3

GRuH FInAnCe  Mortgages India 2.4

JARdIne lloYd THoMPson  Insurance brokerage UK 0.5

MAx FInAnCIAl seRvICes  Life insurance India 2.6

RATHoRne bRos  Wealth management UK 1.5

HeAlTH CARe

AbCAM  Research antibody mfg. and distributor UK 2.1

bMl  Medical laboratory operator Japan 2.0

CARl zeIss MedITeC  Ophthalmology systems Germany  2.2

dIAsoRIn  Producer of reagents for diagnostics Italy 0.4

eMIs GRouP  Healthcare information technology UK 0.8

GeRResHeIMeR  Specialty packaging manufacturer Germany  1.7

InTeGRATed dIAGnosTICs HoldInGs  Medical lab svcs Egypt 0.5

nAkAnIsHI  Dental tool manufacturer Japan  1.4

RoHTo PHARMACeuTICAl  Pharma/cosmetics mfg Japan 0.4

seCToR/CoMPAnY/desCRIPTIon CounTRY
end wT 

(%)

sQuARe PHARMACeuTICAls  Pharma manufacturer Bangladesh 0.9

IndusTRIAls

ARCAdIs  Engineering consulting services Netherlands 1.3

beRTRAndT  Engineering services Germany 1.3

bossARd  Fasteners distributor Switzerland 2.1

bRunel InTeRnATIonAl  Employment services Netherlands 1.4

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 1.1

lIsI  Industrial fasteners manufacturer France 1.6

MIsuMI GRouP  Machinery parts distributor Japan 0.9

MonoTARo  Online distributor of maintenance supplies Japan 0.4

PARk24  24-hour automated parking operator Japan 1.0

PFeIFFeR vACuuM TeCHnoloGY  Vacuum pump mfg. Germany 0.9

RATIonAl  Semi combi-steamers for industrial kitchens Germany 0.5

RoToRk  Actuator maker UK 0.5

RPs GRouP  Environmental health, safety and risk UK 1.3

sAI GlobAl  Business information services Australia 1.0

seMPeRIT  Rubber product manufacturer Austria 1.6

senIoR  Aerospace and auto parts manufacturer UK 1.6

ToMRA  Creates solutions to critical industries Norway 1.7

vAlId soluCoes  Security printing services Brazil 1.0

InFoRMATIon TeCHnoloGY

AdvAnTeCH  Manufacturer & marketer of industrial PCs Taiwan 0.6

AlTen  Technology consulting France 2.7

AsM InTeRnATIonAl  Semiconductor equipment Netherlands 1.1

beCHTle  IT servicing and IT product reseller Germany 3.4

CHIPbond TeCHnoloGY  Chip packaging service Taiwan 1.0

InFoMART  Online restaurant supply chain operator Japan 1.7

leM HoldInGs  Electrical components mfg. Switzerland 2.1

PAx GlobAl  Electronic payments China 1.3

RePlY  IT services company Italy 1.8

TeMenos GRouP  Banking software Switzerland 0.5

vAIsAlA  Atmospheric measuring devices Finland 2.5

wAsIon GRouP HoldInGs  Smart metering company China 1.4

MATeRIAls

CeMex lATAM  Multinational building materials company Colombia 0.4

CHR. HAnsen  Produces natural food ingredients Denmark 0.4

RPC  Plastic packaging manufacturer UK 0.7

TeleCoM seRvICes

ToweR beRsAMA  Wireless telecom towers Indonesia 0.4

TPG TeleCoM  Telecom services Australia 0.4

uTIlITIes

RubIs  Liquid chemical storage and distribution France 0.9

CAsH 4.6
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3Q16 ConTRIbuToRs To AbsoluTe ReTuRn (%)

lARGesT ConTRIbuToRs seCToR weIGHT ConTRIbuTIon

leM HoldInGs InFT 2.1 0.59

AlTen InFT 2.7 0.45

bossARd Indu 2.0 0.43

InFoMART InFT 1.5 0.38

beCHTle InFT 3.4 0.34

3Q16 deTRACToRs FRoM AbsoluTe ReTuRn (%)

lARGesT deTRACToRs seCToR weIGHT ConTRIbuTIon

seMPeRIT Indu 1.8 -0.34

eQuITY bAnk FInA 1.4 -0.34

PAx GlobAl InFT 1.2 -0.26

ARIAke sTPl 1.3 -0.14

CARl zeIss MedITeC HlTH 2.2 -0.14

CoMPleTed PoRTFolIo TRAnsACTIons

PosITIons esTAblIsHed CounTRY seCToR PosITIons sold CounTRY seCToR

AlICoRP PeRu sTPl kolAo HoldInGs souTH koReA dsCR

InTeGRATed dIAGnosTICs HoldInGs eGYPT HlTH MAx IndIA IndIA FInA

lAsT 12 Mos ConTRIbuToRs To AbsoluTe ReTuRn (%)

lARGesT ConTRIbuToRs seCToR weIGHT ConTRIbuTIon

bMl HlTH 1.6 1.12

leM HoldInGs InFT 1.9 0.99

CeTIP FInA 1.8 0.99

beCHTle InFT 3.2 0.90

IPsos dsCR 1.4 0.89

lAsT 12 Mos deTRACToRs FRoM AbsoluTe ReTuRn (%) 

lARGesT deTRACToRs seCToR weIGHT ConTRIbuTIon

wAsIon GRouP HoldInGs InFT 1.5 -0.96

leonI dsCR 0.9 -0.73

RPs GRouP Indu 1.7 -0.71

RATHbone bRos FInA 2.4 -0.65

PAx GlobAl InFT 1.2 -0.52

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 (%) 3.74 –

ReTuRn on AsseTs1 (%) 8.7 5.1 beTA2 0.88 1.00

ReTuRn on eQuITY1 (%) 15.8 10.4 R-sQuARed2 0.92 1.00

debT/eQuITY RATIo1 (%) 15.9 46.9 ACTIve sHARe3 (%) 97.3 –

sTd dev oF 5 YeAR Roe1 (%) 3.0 4.6 sTAndARd devIATIon2 (%) 12.79 13.85

sAles GRowTH1,2 (%) 6.6 3.2 sHARPe RATIo2 0.93 0.64

eARnInGs GRowTH1,2 (%) 11.9 8.4 TRACkInG eRRoR2 4.04 –

CAsH Flow GRowTH1,2 (%) 9.8 6.3 InFoRMATIon RATIo2 0.73 –

dIvIdend GRowTH1,2 (%) 8.4 4.2 uP/down CAPTuRe2 92/74 –

sIze & TuRnoveR Hl IsC ACwI ex-us sC PRICe/eARnInGs4 18.9 15.4

wTd MedIAn MkT CAP (us $b) 1.5 1.6 PRICe/CAsH Flow4 10.9 10.8

wTd AvG MkT CAP (us $b) 1.9 2.0 PRICe/book4 2.6 1.4

TuRnoveR3 (AnnuAl %) 26.4 – dIvIdend YIeld5 (%) 2.3 2.3

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: October 10, 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 0–6,530 million (as of September 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 June 30, 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 June 30, 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 sePTeMbeR 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 4.62 3.85 8.04 10.58 11.99 n.A.5 3 183 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


