Vitruvian Capital Management
International Small Cap Equity

Reflection on The First Complete Year of Live Performance

The Vitruvian Capital Management International Small Cap Equity Strategy completed the first full year of
live investment performance at the end of July.

For the last three and one-half years, the team has applied our time-tested investment philosophy to
developed non-US markets. That philosophy, which has produced consistent returns in the US market for
over ten years, consists of the following principles:
•
•
•

Insight: Insightful perspectives from informed market participants: Management, Investors,
Analysts provide the basis for company specific analysis
Breadth: This broad collection of independent performance drivers is more dependable than a few
‘factor-based’ selection criteria
Focus: Understanding where our competitive advantage lies ensures robust, consistent, and
superior results

Data science and machine learning techniques apply this philosophy across a universe of 4000+ small cap
stocks from 23 different countries. The process ‘pillars’ focus our analysis in three different sources of
insightful data:

-

Management - Monitor management for signs of confidence and competence.
Investors - Measure the portion of investor motivation driven by information for each stock.
Analysts - Use analyst data combined with proprietary price and volatility models to determine
potential upside.

We began adopting our philosophy to non-US markets in 2016 and started a simulated ‘paper’ portfolio at
the beginning of 2017. Once comfortable with the effectiveness of our methods in non-US developed
markets, and had built the necessary investment infrastructure, we seeded the strategy in July of 2020.

The strategy returned 43.13% during the twelve months ending July 2021, outperforming the MSCI EAFE
Small Cap Index return of 39.20% by 3.93%

If you link these returns to those of the simulated portfolio the team ran for the previous two and a half
years and you have one of the most competitive track records in the International Small Cap space, with an
estimated top decile ranking in the Morningstar Foreign Small/Mid Blend category

The team has found that our process is even more effective in international markets. The added risk
management dimensions of counrty and currency exposures dilutes the effect of any one risk factor on the
portfolio, and simplifies the task of isolating individual stock selection in portfolio returns. Based on
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attribution from the Axioma Worldwide risk model, over 90% of our outperformance resulted from stock
selection. Other portfolio exposures essentially balanced out.
•

•

•

During the past year, the process favored higher quality companies, benefitting performance about
0.50-0.75%
The slight portfolio overweight to Asia offset this performance by underperforming by about the same
amount. Most of the underperformance came from Hong Kong during the past 2 months where the
crackdown by China against large technology companies and for-profit education firms has weighed
on the market.
Sector exposures, while balanced, were generally beneficial, with our overweight to industrial firms
worldwide being the largest positive contribution.

The International Small Cap Equity investment segment offers unique opportunities for active
management. Insomuch as US small cap stocks are underfollowed, international small cap is even more
neglected, offers a wider selection of opportunities to invest in, and more tools for risk management. Our
investment process provides a natural solution for investors where more traditional methods have
struggled. We continue to develop further analytical innovations to address the opportunities presented
to us by small cap stocks globally to ensure that our success continues.
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