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 TAble oF ConTenTs

 MARkeT RevIew

Investors were encouraged by 
generally positive company results 
and macroeconomic data indicating 
growth.

Non-US small-cap markets 
outperformed US small caps, a 
reversal from last quarter.

Information Technology was the best 
performing sector, mainly due to 
industry growth in semiconductors.

 PoRTFolIo HIGHlIGHTs

In the Information Technology 
sector, we find the most investment 
opportunities in the software & 
services industry group.

As of February 2017, we have 
adjusted our market-capitalization 
guidelines, with the goal of 
establishing more dynamic 
guidelines that better reflect the 
strategy’s opportunity set.

We purchased one Health Care 
company, and sold one Industrials 
company and one Financials 
company.

CoMPosITe PeRFoRMAnCe (% ToTAl ReTuRn) FoR PeRIods endInG MARCH 31, 20171

3 MonTHs 1 YeAR 3 YeARs2 5 YeARs2 10 YeARs2 sInCe InCePTIon2,3

Hl InTl sMAll CoMPAnIes (GRoss oF Fees) 9.21 9.96 2.99 9.53 7.51 8.19

Hl InTl sMAll CoMPAnIes (neT oF Fees) 8.95 8.84 1.91 8.35 6.30 7.00

MsCI All CounTRY woRld ex-us sMAll CAP Index4,5 8.86 12.67 2.82 7.06 3.41 4.04

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 21.8 11.9

HeAlTH CARe 14.4 7.1

Cons sTAPles 13.5 6.4

CAsH 3.8 –

FInAnCIAls 13.5 10.3

IndusTRIAls 21.0 19.8

TeleCoM seRvICes 0.6 1.0

uTIlITIes 0.9 2.7

eneRGY 0.0 3.7

Cons dIsCReTIonARY 8.4 15.8

MATeRIAls 2.1 11.1

ReAl esTATe 0.0 10.2

GeoGRAPHIC exPosuRe (%)

Hl IsC benCHMARk4 (undeR) / oveR THe benCHMARk

euRoPe eMu 29.1 17.6

FRonTIeR MARkeTs6 9.3 –

CAsH 3.8 –

oTHeR7 0.6 –

MIddle eAsT 0.0 1.1

euRoPe ex-eMu 19.8 21.4

eMeRGInG MARkeTs 18.6 22.5

PACIFIC ex-JAPAn 4.4 8.4

JAPAn 14.4 21.6

CAnAdA 0.0 7.4

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.

(12.0)      (6.0)          0.0             6.0                 12.0

(12.0)      (6.0)          0.0             6.0                 12.0

-12.0 -6.0 0.0 6.0 12.0

-12.0 -6.0 0.0 6.0 12.0



2

recession in its history with eight successive quarters of declines 
in GDP through December, has shown some signs of stabiliza-
tion. The significant reduction in the country’s current account 
deficit and an almost 400 basis point decline in inflation could 
provide the Brazilian Central Bank room to lower interest rates. 
Mexico also rose 12%, supported by an almost 11% increase 
in its currency in the quarter. The best performance among 
developed countries came from the EMU, especially Italy and 
Germany. Though elections in countries across Europe, most 
notably Germany and France, and the recent triggering of Ar-
ticle 50 to begin the process of removing the UK from the Euro-
pean Union may have long-term effects, they did not adversely 
impact markets in the quarter. 
 
Viewed by sector, Information Technology (IT), Telecom Ser-
vices, and Utilities were the top three performing, followed 
by Materials. IT rose 15% and was the leading sector in most 
regions. The strong performance in IT was mainly due to the 
semiconductors industry group, though the technology hard-
ware & equipment and software & services groups also out-
performed the Index. Data from World Semiconductor Trade 
Statistics (WSTS), an organization representing the majority 
of companies in the semiconductor industry, suggest contin-
ued strong growth from the fourth quarter of last year.1 WSTS 
forecasts faster growth in 2017 due to increasing demand for 
sensors, analog semiconductors, and memory. The forthcom-
ing iPhone 8 will have major enhancements that we believe are 
likely to create demand for the phone and, consequently, for 
components across the semiconductor supply chain this year. 

The only sector to decline was Energy; oil fell 7%, as rig counts 
and inventory levels in the US began to increase. 
  

 PeRFoRMAnCe And ATTRIbuTIon
 
The International Small Companies composite rose 9.2% in the 
quarter, slightly ahead of the 8.9% rise of the Index. The charts 
on the following page illustrate the sources of relative return by 
sector and region, respectively.

The portfolio benefited from strong stock selection in Finan-
cials thanks to two companies in rapidly growing economies: 
Brac Bank of Bangladesh and GRUH Finance of India. Brac 
Bank reported strong 2016 earnings in March. Net profit grew 
74% in the year, as loan growth continued to be particularly 
strong in retail (loan growth of 54%) and among small- and 
medium-sized enterprises (31%)—loans to smaller clients be-
ing more profitable than those to large corporations. Mortgage 
lender Gruh Finance also released solid numbers, growing net 

 MARkeT RevIew

The MSCI All Country World ex-US Small Cap Index rose 8.9% 
in the first quarter of 2017, outpacing the MSCI All Country 
World ex-US Index, which rose 8.0%. Investors were encour-
aged by generally robust revenue and earnings growth in re-
cent company results, as well as macroeconomic data on jobs, 
industrial production, and GDP growth. Divergent monetary 
policy actions across the US, Japan, and Europe suggested 
some differences in growth expectations, however. The US 
Federal Reserve enacted an interest rate increase in March that 
was largely expected following the increase in December 2016. 
Another two increases are likely through 2017, assuming the 
US economy continues to improve. The European Central Bank 
and Bank of Japan both indicated that they would continue to 
provide aggressive support, suggesting that in their view global 
growth is not yet sufficient for normalized interest rates. 

Non-US small-cap markets outpaced the US market, a rever-
sal from the prior quarter, as some of the investor optimism 
that helped US markets since the election of President Trump 
waned. Among major regions, Emerging Markets (EMs) rose 
the most, by 13%, led by the strong performance of India and 
Brazil. In India, the demonetization of roughly 85% of the cur-
rency in circulation did not have a major impact as GDP grew 
7% in the fourth quarter. Brazil, still in the deepest economic 

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

seCToR 1Q 2017 TRAIlInG 12 MonTHs

ConsuMeR dIsCReTIonARY 8.5 7.4

ConsuMeR sTAPles 7.1 9.4

eneRGY -4.0 21.8

FInAnCIAls 7.2 8.7

HeAlTH CARe 9.4 8.2

IndusTRIAls 9.6 14.8

InFoRMATIon TeCHnoloGY 15.4 21.1

MATeRIAls 10.2 24.6

ReAl esTATe 6.1 2.6

TeleCoM seRvICes 11.9 5.6

uTIlITIes 10.6 18.0

MARkeT PeRFoRMAnCe (usd %)

MARkeT                                   1Q 2017 TRAIlInG 12 MonTHs

CAnAdA 4.4 19.1

eMeRGInG MARkeTs 13.0 14.7

euRoPe eMu 10.7 12.1

euRoPe ex-eMu 6.8 4.7

JAPAn 6.9 16.7

MIddle eAsT 17.5 34.1

PACIFIC ex-JAPAn 7.7 11.1

MsCI ACw ex-us sMAll CAP Index 8.9 12.7

Source: FactSet (as of March 31, 2017); 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 
March 31, 2017 is available on page 6 of this report.

1World Semiconductor Trade Statistics, “WSTS News Release February 
2017.”
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profit 23% in the year. These results, combined with resilient 
economic growth in India following demonetization, supported 
the stock price. 

The portfolio also benefited from its zero-weight in the declin-
ing Energy sector. Our stock selection in IT, our largest sector, 
dragged on performance. German IT-services company Bechtle 
lagged the strong IT sector return. The company reported a 
strong financial year 2016 with revenue growth of 9% year-
over-year and operating profit growth of 11%, but manage-
ment gave a weaker than expected forecast for 2017, citing 
weakness in customer hardware deployments. 

Viewed geographically, poor stock selection in EMs hurt rela-
tive returns. China-based payment-terminal provider PAX 
Global released disappointing 2016 financial results in March. 

The company’s revenues in China fell 38% in the fourth quarter 
of last year after regulators redefined the rates that merchants 
pay to their banks for processing electronic payments. As the 
banks’ profits shrank under the new regulations, so did their 
demand for new terminals from PAX. However, the new regu-
latory regime creates a market-based environment, normaliz-
ing the fees paid to merchants across industries and removing 
loopholes, which we believe will support the company’s growth 
over the long term. 

In contrast, our strong stocks in Europe ex-EMU helped perfor-
mance. Swiss-based Bossard—a producer of industrial fasten-
ing equipment such as screws, nuts, and bolts—reported very 
strong 2016 numbers. In the US, Bossard grew business with 
one of its largest clients, Tesla Motors, which increased produc-
tion last year. The company also benefitted from a much more 
stable currency environment in Switzerland. Our zero weight 
to Canada also helped relative returns.

 InvesTMenT PeRsPeCTIves 
 
Information Technology Sector Investing 

The IT sector is the portfolio’s biggest sector exposure on an 
absolute basis, and also our largest overweight. Within IT, 
our largest weight is in software & services. Companies in this 
industry group target a variety of niche markets, and create 
competitive advantages by selling differentiated products and 
services focused on these niches. There are three types of com-
panies within software & services that most interest us: those 
with internet-based business models, those with software-
based business models, and IT consulting and services. It is 
more challenging to find high-quality growth companies in the 
other two IT industry groups—technology hardware & equip-
ment and semiconductors—where technology substitution is a 
constant threat. 

Companies with internet-based business models tend to disrupt 
old ways of doing business, scale up quickly and without much 
capital, and create high entry barriers via the network effect 
whereby the value of a network or platform to its users increas-
es with the number of users.  For example, Japanese portfolio 
holding Infomart operates a business-to-business e-commerce 
platform that links buyers (restaurants, hotels, caterers, and su-
permarkets) to suppliers (food producers, farmers associations, 
fishery associations, and wholesalers). This platform eliminates 
paperwork, allows for digital tracking of inventory, and creates 
a more efficient supply chain. Infomart has strong customer 
loyalty, with over 95% renewal rates. By working closely with 
both buyers and suppliers, the company has built a network 
advantage over time, making it difficult for others to replicate 
its success. The company only spends about 1%–2% of sales on 
capital expenditures, generates over 30% operating margins, 
earns return on assets of over 15%, and has strong cash flows.

Companies with software-based business models are in many 
ways similar to those with internet-based models—they replace 
labor intensive processes, do not require a lot of capital (as 
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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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the product is mainly software code), and create entry barri-
ers quickly as their software is widely adopted. We also like 
software companies because they tend to have significant posi-
tive impacts on productivity as they involve some automation 
of business processes. Software product cycles are long and 
typically involve upgrades as opposed to major redesigns; the 
distribution of products is also inexpensive (on a CD or over 
the internet). For example, one portfolio holding, Switzerland-
based Temenos Group, provides banking and wealth-manage-
ment software for financial institutions globally. As banks face 
anemic revenue growth and pressure to automate processes 
and provide online services, their in-house legacy software and 
manual processes are no longer sufficient. Customers who use 
Temenos’ software have improved their cost-to-income ratios 
and return on assets. As a result, demand for Temenos’ prod-
ucts and services has been growing. The company’s core bank-
ing software platform, T24, is ranked Number One in terms of 
new customers.2 More recently, for customers who need more 
financial flexibility, the company introduced a cloud-based 
solution, paid for on a monthly basis instead of in one large 
upfront software-license payment. Temenos’ software license 
revenues have grown at 22% annually over the last three years, 
and we expect them to grow at least in the high single-digit 
range over the next five years. The company generates about 
20% operating margins, 10% return on assets, and 17% return 
on equity. 

Software- and internet-based business models can be found 
outside the IT sector as well. For example, MonotaRO, which 
is an Industrials company, sells MRO (maintenance, repair and 
operations) supplies over the internet in Japan. These products 
include all the small items needed to run a business such as 
gloves, filters, duct tape, wire, nuts, and bolts. The company 
has disrupted, and continues to disrupt, the traditional MRO 
network in Japan, which supplied MRO products through face-
to-face meetings during factory sales calls. Another company, 
EMIS Group, develops and sells software for physicians, phar-
macies, and health care providers in the UK. The company is 
in the health care technology industry within the Health Care 
sector. The software creates detailed electronic medical records 
and connects primary care physicians with pharmacies, special-
ist doctors, and other health care professionals. Because of 
its comprehensive functionality, this software reduces overall 
health care costs for the National Health Service, the largest 
and oldest single-payer health care system in the world.

Software-based business models across any sector typically 
follow the competitive strategy of differentiation: creating 
unique products that competitors do not offer and cannot eas-
ily replicate. Software code is considered literary work and is 
therefore eligible for copyright protection. Many countries also 
provide patent protection if the code runs an algorithm with a 
useful application. Similar intellectual property (IP) protection 
is available for internet companies as well, but they may also 
combine differentiation with other competitive strategies, such 
as a cost leadership strategy, where a company prevails by hav-

ing lower costs than competitors. For example, the premise for 
Amazon’s business is that goods can be provided more cheaply 
to consumers by businesses that avoid the need for bricks and 
mortar.  

Similarly, IT consulting and services companies often follow ei-
ther a differentiation or a cost leadership strategy. One of our 
portfolio companies, Alten, based in France, provides advanced 
engineering consultancy and IT services for a variety of cus-
tomers that design products such as cars, airplanes, and indus-
trial machines using CAD (computer aided design) software. 
Instead of copyright and patent protection, the company dif-
ferentiates itself by relying on its proprietary engineering and 
services expertise to deploy and use software. By focusing on a 
narrow segment within the US$900 billion IT services and con-
sulting market, the company has developed strong customer re-
lationships—growing revenues and earnings in the low double 
digits—while delivering low- to mid-teens returns on assets and 
on equity. 
 
In contrast to these high-quality, growing companies in the 
software & services industry group, many companies in the 
technology hardware & equipment and semiconductor indus-
try groups have short product cycles and must continuously im-
prove functionality of their products due to competitive pressure 
and threats from substitute technologies. These improvements 
in functionality come at a price—semiconductor and hardware 
companies must constantly spend on research and development 
(R&D) as well as on new plants and equipment; if they don’t, a 
competitor or substitute technology will likely take over. Some 
of these substitution threats come from software companies. For 
example, virtualization technologies from companies like VM-
ware and Microsoft substitute the need for additional physical 
servers (and the semiconductors such as microprocessors and 
memory contained therein). By locating and accessing excess 
capacity across all the physical servers in a company’s data cen-
ter, virtualization software allows IT administrators and other 
users to use existing capacity more efficiently instead of pur-
chasing additional servers to expand capacity. 

We invest in technology-hardware companies only when we 
believe the company’s competitive advantages will protect it 
from some of the negative forces of the hardware-manufactur-
ing industry. One example is LEM Holdings, a developer of 
transducers that control and measure current and voltage for 
a wide variety of technologies including elevators, trains, and 
hybrid and electric cars. The company designs its own chips, 
called ASICS (application specific integrated circuits), for its 
products—a significant competitive advantage since most com-
petitors rely on off-the-shelf products that do not offer any op-
portunity for differentiation.  

Competitive intensity can change very quickly in the technol-
ogy hardware & equipment industry group due to short product 
cycles, the rapid pace of innovation, and lower IP barriers. One 
portfolio company we are monitoring closely for emerging risks 
is Wasion Group Holdings. The company provides electronic 
meters for China’s electricity grids as well as for measuring 2IBS, IBS Journal (March 2016), 16.
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heat, water, and gas. While the company started with some 
unique technology from its joint venture with Siemens, the 
electronic metering business has seen several new entrants as 
the pace of innovation has slowed and products have become 
increasingly similar.  

Changes to Market-Cap Guidelines
 
Since its inception in 2006, the International Small Companies 
Equity strategy has focused upon non-US companies with mar-
ket capitalizations under US$3 billion. Up to 15% of the port-
folio was permitted to be invested in companies with market 
capitalization greater than US$3 billion.  

Effective February 28, 2017, we have adjusted the static mar-
ket-capitalization guidelines established at the inception of the 
strategy to the following benchmark-relative guidelines:

 ▪ The weighted-average market cap (WAMC) of the model 
portfolio’s holdings must be in the range of 0.7–1.5 times 
the WAMC of the strategy’s benchmark Index, the MSCI All 
Country World ex-US Small Cap Index. 

 ▪ A minimum of 85% of the portfolio must be invested in 
companies with a market capitalization within the range of 
the market capitalization of companies in the benchmark.

The WAMC of the Index as of March 31, 2017 was US$1,187 
million and the range of market capitalization was US$68 mil-
lion to US$8,830 million. The WAMC of the International Small 
Companies Equity model portfolio as of March 31, 2017 was 
US$1,553 million and the range of market capitalization was 
US$158 million to US$8,830 million.

The overall goal of this change is to establish more dynamic 
guidelines that better reflect the international small companies’ 
investment opportunity set.
 

 PoRTFolIo HIGHlIGHTs

This quarter, we bought Stratec Biomedical, a German com-
pany specializing in the design of automation and instrumenta-
tion technology for the in-vitro diagnostics (IVD) industry. The 
company’s products and services are provided to diagnostic-
equipment companies such as Siemens, Immucor, and Dialogic 
which, in turn, sell the final product to medical-diagnostic labs 
such as Quest Diagnostics. Stratec has a strong R&D team and 
over 150 patents, filing about 20 new patents annually. The 
company benefits from growth in the IVD industry as well as 
a trend toward outsourcing of R&D by its customers. Expan-
sion of health care systems (especially in EMs), aging popu-
lations, increases in chronic diseases, and the development 
of new diagnostic technologies should help ensure sustained 
revenue growth for the company over the long term. Stratec’s 
leading market share position and R&D efforts, combined with 
the company’s ability to leverage its IP across multiple diagnos-
tic instrumentation platforms, should help it sustain and even 
expand profit margins. Stratec has a healthy balance sheet with 
a net cash position, generates free cash flow, and boasts solid 
returns on invested capital.

In January, we exited our position in Semperit, an Austria-
based manufacturer of rubber gloves and other rubber-based 
products used by industrial companies. Semperit and many of 
its competitors, such as Hartalega, Top Glove, and Kosan, have 
invested heavily in recent years to increase their glove-making 
capacity. Now, we believe, the industry is in a state of over-
supply. Semperit reported 2016 revenues in its gloves business 
were 12% below the previous year, stating that, while volumes 
had grown, margins had fallen amidst a price decline that af-
fected all producers. It is our belief that this state of overca-
pacity will prevent Semperit from growing earnings over the 
medium term, and that this was not accurately reflected in the 
share price. 

We sold our remaining position in Cetip, the dominant Brazilian 
depository in fixed income and over-the-counter derivatives, as 
its acquisition by BVMF (the largest Brazilian exchange) closed 
during the quarter. While we like the merger as it creates a 
dominant exchange with diversified revenue streams, the resul-
tant entity has a market cap of well over US$13 billion. 

Our proprietary measures reveal a preponderance of 
high-quality, high-growth companies in the software & 
services industry group. As the chart below shows, 41% 
of the 1,109 software & services companies below US$10 
billion market cap qualify as high-quality, high-growth 
companies, compared with 29% of technology hardware 
& equipment companies, and 26% of semiconductor & 
semiconductor equipment companies.

nuMbeR oF IT CoMPAnIes undeR us$10b MARkeT CAP

Source: Harding Loevner, HOLT database. “High-Quality Growth" 
companies are those ranked above the median on Harding Loevner’s 
proprietary quality and growth measures relative to all companies 
with a market capitalization under US$10 billion. Quality rankings 
are based on the stability, trend, and level of profitability, as well 
as balance sheet strength. Growth rankings are based on historical 
growth of earnings, sales, and assets, as well as expected changes in 
earnings and profitability. 

29%
High Quality

Growth

41%
High Quality

Growth 

26% High Quality Growth

2,436
Companies

385 
semiconductor & 
semiconductor 

equipment Companies
942

Technology Hardware 
& equipment
Companies

1,109 
software & services

Companies
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InTeRnATIonAl sMAll CoMPAnIes HoldInGs (As oF MARCH 31, 2017)

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 0.4

CHeIl woRldwIde  Marketing services south korea 0.4

dIGnITY  Funeral services provider uk 0.7

HeRFY Food seRvICes  Quick service restaurant chain saudi Arabia 0.9

HIdAY HIdAkA  Restaurants Japan 2.4

IPsos  Market research France 1.2

PICo FAR eAsT HoldInGs  Events services Hong kong 1.9

sHenzHou InTeRnATIonAl  Textile manufacturer China 0.6

ConsuMeR sTAPles

AlICoRP Consumer goods manufacturer Peru 0.5

ARIAke  Produces seasonings from meat products Japan 1.4

bRITvIC  Soft drink supplier uk 0.7

ClICks GRouP  Retail pharmacy chain south Africa 1.2

CosMos PHARMACeuTICAl  Drug store operator Japan 0.7

eAsT AFRICAn bReweRIes  Beverage manufacturer kenya 0.8

GRuPo HeRdez  Processed foods Mexico 0.8

keRnel  Diversified agribusiness conglomerate ukraine 1.9

kws sAAT  Agricultural products Germany 1.2

PIGeon    Baby care goods Japan 0.7

PRICesMART    Membership club warehouse retailer us 0.6

suGI HoldInGs    Pharmacy drugstore chain Japan 0.6

TAnzAnIA bReweRIes  Beverage manufacturer Tanzania 0.7

vITAsoY InTl HoldInGs  Soy-based foods & bev. mfg. Hong kong 1.5

eneRGY

no holdings

FInAnCIAls

AnAdolu HAYAT eMeklIlIk  Life insurance/pension Turkey 1.1

bAnk oF GeoRGIA  Commercial bank uk 1.5

bRAC bAnk  Commercial bank bangladesh 1.8

eQuITY bAnk  Commercial bank kenya 1.3

GRuH FInAnCe  Mortgages India 2.9

JARdIne lloYd THoMPson  Insurance brokerage uk 0.5

MAx FInAnCIAl  Life insurance India 2.6

RATHoRne bRos  Wealth management uk 1.8

HeAlTH CARe

AbCAM  Research antibody mfg. and distributor uk 1.9

bMl  Medical laboratory operator Japan 1.6

CARl zeIss MedITeC  Ophthalmology systems Germany  2.3

dIAsoRIn  Producer of reagents for diagnostics Italy 0.4

eMIs GRouP  Healthcare information technology uk 0.7

FIndex  Healthcare products software developer Japan 0.5

GeRResHeIMeR  Specialty packaging manufacturer Germany  1.5

InTeGRATed dIAGnosTICs  Medical laboratory services egypt 1.2

nAkAnIsHI  Dental tool manufacturer Japan  1.4

RoHTo PHARMACeuTICAl  Pharma/cosmetics mfg Japan 0.4

sQuARe PHARMACeuTICAls  Pharma manufacturer bangladesh 1.0

sTRATeC bIoMedICAl  Diagnostic equipment manufacturer Germany 1.4

seCToR/CoMPAnY/desCRIPTIon CounTRY end wT (%)

IndusTRIAls

ARCAdIs  Engineering consulting services netherlands 1.4

beRTRAndT  Engineering services Germany 1.1

bossARd  Fasteners distributor switzerland 2.7

bRunel InTeRnATIonAl  Employment services netherlands 1.3

CoAsTAl ConTRACTs  Marine transportation services Malaysia 0.4

dAnIelI  Builds iron and steel facilities Italy 0.9

dIAloG GRouP beRHAd  Petrochemical tech. services Malaysia 0.5

HAITIAn  Plastic injection molding machine maker China 1.2

InTRuM JusTITIA  Credit management sweden 1.0

lIsI  Industrial fasteners manufacturer France 2.0

MIsuMI GRouP  Machinery parts distributor Japan 0.8

MonoTARo  Online distributor of maintenance supplies Japan 0.4

PARk24  24-hour automated parking operator Japan 0.7

PFeIFFeR vACuuM TeCHnoloGY  Vacuum pump mfg. Germany 1.2

RATIonAl  Semi combi-steamers for industrial kitchens Germany 0.4

RoToRk  Actuator maker uk 0.5

RPs GRouP  Environmental health, safety and risk uk 1.6

senIoR  Aerospace and auto parts manufacturer uk 1.4

ToMRA  Creates solutions to critical industries norway 1.5

InFoRMATIon TeCHnoloGY

AdvAnTeCH  Manufacturer & marketer of industrial PCs Taiwan 0.6

AlTen  Technology consulting France 2.8

AsM InTeRnATIonAl  Semiconductor equipment netherlands 1.4

beCHTle  IT servicing and IT product reseller Germany 3.1

CHIPbond TeCHnoloGY  Chip packaging service Taiwan 1.1

GlobAnT  Software solutions Argentina 1.0

GMo PAYMenT GATewAY  Credit card transaction services Japan 0.6

InFoMART  Online restaurant supply chain operator Japan 1.6

leM HoldInGs  Electrical components mfg. switzerland 1.6

PAx GlobAl  Electronic payments China 1.6

RePlY  IT services company Italy 2.1

TeMenos GRouP  Banking software switzerland 0.6

vAIsAlA  Atmospheric measuring devices Finland 2.5

wAsIon GRouP HoldInGs  Smart metering company China 1.3

MATeRIAls

CeMex lATAM  Multinational building materials company Colombia 0.4

CHR. HAnsen  Produces natural food ingredients denmark 0.5

duluxGRouP  Paints and varnishes manufacturer Australia 0.7

RPC  Plastic packaging manufacturer uk 0.5

ReAl esTATe

no holdings

TeleCoM seRvICes

ToweR beRsAMA  Wireless telecom towers Indonesia 0.4

TPG TeleCoM  Telecom services Australia 0.3

uTIlITIes

RubIs  Liquid chemical storage and distribution France 0.9

CAsH 3.8



7

1Q17 ConTRIbuToRs To AbsoluTe ReTuRn (%)

lARGesT ConTRIbuToRs seCToR weIGHT ConTRIbuTIon

bossARd Indu 2.6 0.64

PICo FAR eAsT HoldInGs dsCR 1.6 0.50

RePlY InFT 1.9 0.47

GRuH FInAnCe FInA 1.7 0.42

AsM InTeRnATIonAl InFT 1.7 0.39

1Q17 deTRACToRs FRoM AbsoluTe ReTuRn (%)

lARGesT deTRACToRs seCToR weIGHT ConTRIbuTIon

bMl HlTH 1.7 -0.14

RPC MATs 0.7 -0.14

eAsT AFRICAn bReweRIes sTPl 0.9 -0.09

InFoMART InFT 1.6 -0.06

eMIs GRouP HlTH 0.7 -0.05

CoMPleTed PoRTFolIo TRAnsACTIons

PosITIons esTAblIsHed CounTRY seCToR PosITIons sold CounTRY seCToR

sTRATeC bIoMedICAl GeRMAnY HlTH CeTIP bRAzIl FInA

seMPeRIT AusTRIA Indu

lAsT 12 Mos ConTRIbuToRs To AbsoluTe ReTuRn (%)

lARGesT ConTRIbuToRs seCToR weIGHT ConTRIbuTIon

bossARd Indu 2.1 1.31

CARl zeIss MedITeC HlTH 2.2 0.85

GRuH FInAnCe FInA 1.4 0.79

vAIsAlA InFT 2.2 0.75

CeTIP FInA 1.5 0.70

lAsT 12 Mos deTRACToRs FRoM AbsoluTe ReTuRn (%) 

lARGesT deTRACToRs seCToR weIGHT ConTRIbuTIon

AnAdolu HAYAT eMeklIlIk FInA 2.1 -0.62

PAx GlobAl InFT 1.4 -0.60

seMPeRIT Indu 1.4 -0.59

GRAFTon GRouP Indu 0.7 -0.50

eQuITY bAnk FInA 1.4 -0.42

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 (%) 9.0 6.8 AlPHA2 (%) 3.22 –

ReTuRn on AsseTs1 (%) 8.7 5.1 beTA2 0.87 1.00

ReTuRn on eQuITY1 (%) 16.2 10.3 R-sQuARed2 0.90 1.00

debT/eQuITY RATIo1 (%) 12.3 48.0 ACTIve sHARe3 (%) 97 –

sTd dev oF 5 YeAR Roe1 (%) 2.6 4.4 sTAndARd devIATIon2 (%) 11.54 12.59

sAles GRowTH1,2 (%) 4.3 0.9 sHARPe RATIo2 0.82 0.55

eARnInGs GRowTH1,2 (%) 9.4 8.7 TRACkInG eRRoR2 4.0 –

CAsH Flow GRowTH1,2 (%) 10.4 7.0 InFoRMATIon RATIo2 0.61 –

dIvIdend GRowTH1,2 (%) 6.9 3.3 uP/down CAPTuRe2 93/76 –

sIze & TuRnoveR Hl IsC ACwI ex-us sC PRICe/eARnInGs4 20.2 16.0

wTd MedIAn MkT CAP (us $b) 1.6 1.7 PRICe/CAsH Flow4 11.9 11.3

wTd AvG MkT CAP (us $b) 1.9 2.1 PRICe/book4 2.8 1.5

TuRnoveR3 (AnnuAl %) 27.9 – dIvIdend YIeld5 (%) 2.1 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: April 7, 2017); 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 2017 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 eq-
uity and equity-equivalent securities of companies with market capitalizations that fall within the range of the Composite's benchmark index which is 
described below. 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 withholding 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, and is comprised of companies that fall 
within a market capitalization range of USD 68–8,830 million (as of March 31, 2017). 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 December 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 December 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 MARCH 31, 2017)

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

(%)

2017 YTd4 9.21 8.95 8.86 10.65 12.03 n.A.5 3 208 0.49

2016 0.79 -0.22 4.29 10.78 12.15 n.M.6 2 154 0.40

2015 5.83 4.63 2.95 10.26 11.32 n.M. 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


