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MARKET COMMENTARY

Market Overview and Strategy Performance

The overhang of global macroeconomic risks continued to batter equity markets around the globe during the quarter. The 
torrid pace of inflation and the subsequent rapid rise in interest rates sent markets into a tailspin. Most economies are now
faced with declining real discretionary income and the impending threat of a recession. Increasing geopolitical tensions have
only added to this bleak economic outlook. Given this environment, there have not been many places for investors to prosper. 

Against this backdrop, the SBH Fundamental International Small Cap Strategy was down -9.33% (gross) and -9.57% (net), 
underperforming its benchmark, the MSCI ACWI ex USA Small Cap Index, which was down -8.37%. The strategy’s negative 
performance continued to be driven by declining company valuations due to rising interest rates and the threat of a global 
recession and the surging U.S. dollar. One silver lining is that the operating performance of the portfolio holdings continues to 
show resilience. We believe this is explained by our commitment to owning fundamentally sound businesses that tend to 
produce strong free cash flows, high returns on invested capital and healthy balance sheets.

Contributors to Return

The strategy’s overweighting and relative outperformance in Industrials contributed to quarterly performance. The lack of 
exposure to Real Estate helped performance as rising mortgage rates are a threat to activity in this sector. From a stock 
standpoint, independent elevator maintenance company, Japan Elevator, was the largest contributor to performance. 
Through market share gains and acquisitions, it is experiencing double-digit top-line growth while focusing on cost controls 
and productivity to improve profitability. We believe that Japan Elevator will continue to prosper from a favorable repair and 
maintenance cycle in the industry.

U.K.-based identity verification company, GB Group, was another bright spot in the portfolio. GB operates one of the largest 
global identity databases across over 70 countries, offering coverage of nearly 5 billion individuals, or 60% of the world’s 
population. We believe the company has an attractive business model with high recurring revenue in an industry benefiting 
from strong secular growth. During the quarter, it performed well on the back of a potential bid by a private equity firm.

Detractors From Return

An overweighting and underperformance in Consumer Discretionary hurt portfolio performance as did underperformance in 
Health Care over the quarter. From a holdings level, China MeiDong had the most negative impact. China MeiDong is an 
automobile dealership group focusing on luxury brands, largely in non-Tier 1 cities. The group operates what are referred to 
as “4S” dealerships, a full-service approach that brings together sales, service, spare parts, and surveys (customer 
feedback). This dealership model is fairly standard in developed automotive markets but is relatively new to China (mid-
1990s). Recent results have been challenged by the auto chip shortage and pandemic-related lockdowns which has led to 
pressure on shares. We continue to believe in China MeiDong’s long-term strategy. 

Global pet nutrition company, Swedencare, also negatively affected portfolio performance. The company’s two main product 
families, ProDen PlaqueOff and NutriScience, are sold in more than 50 countries. Swedencare has a significant opportunity 
to continue increasing penetration of existing products in existing markets and launch new and existing products into new, 
fast-growing markets such as China. During the quarter, Swedencare reported attractive results but disappointed investors 
with below-guidance organic growth. The company’s management team cited tough comparables and large clients reducing 
inventory levels. While consumer sentiment remains challenged, we believe in continuing/maintaining our current positioning 
in Swedencare.
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Unless otherwise noted, all returns are shown in U.S. dollar terms. Past performance cannot guarantee future results. All investments involve risk, 
including the potential loss of capital.
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Market Commentaries contain certain forward-looking statements about factors that may affect future performance. These statements are based on portfolio 
management’s predictions and expectations concerning certain future events and their expected impact on the strategy, such as performance of the economy as 
a whole and of specific industry sectors, changes in the levels of interest rates, the impact of developing world events, and other factors that may influence the 
future performance of the strategy. Portfolio management believes these forward-looking statements to be reasonable, although these events are inherently 
uncertain and difficult to predict. Actual events may cause adjustments in portfolio management strategies from those currently expected to be employed. This 
investment may not be suitable for all investors.

Outlook and Positioning 

The investment conversation is quickly shifting from whether the global economy is heading into a recession to how deep or long 
that recession will be. We are not seeing any indications to dispute the bleak outlook. The economic environment is clearly 
challenging for investors right now and places to hide from the market’s relentless gyrations are few and far between. It is a 
fool’s errand to us to gauge when the markets will turn around. There are simply too many factors in play to make an accurate
call.

Given what we characterize as a challenging environment, how do we respond as investors? First, we remain committed to a 
process that has worked well over the long term. This includes investing in companies that have proven track records of growth, 
strong free cash flow generation, and high returns on investment. Second, we focus on the analysis and assessment of how a 
company’s long-term success will persist. Here we seek evidence that our investments will continue to benefit from secular 
growth factors or have businesses that are resilient in turbulent economic environments. Third, we want to ensure that we are
not overpaying for these quality factors. If there is anything that we can point to that could be seen as positive is that the current 
rise in interest rates will cause the markets to reprice the kinds of stocks we find of interest at very attractive valuations, in due 
course. Finally, we maintain a steady temperament and a view to the long term so that we are ready when the time comes.

The Fundamental International Equity Team
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Annualized Returns 
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Inception
(7/1/06)

SBH Gross -9.33% -42.31% -41.09% 1.81% 2.23% 4.92% 5.99%

SBH Net -9.57% -42.75% -41.69% 0.79% 1.13% 3.71% 4.74%

MSCI ACWI ex USA Small Cap -8.37% -29.37% -28.93% 0.38% -0.56% 4.44% 3.92%

1SBH Composite. Periods greater than one year are annualized. SBH performance is shown net and gross of fees. SBH performance is compared to the MSCI 
ACWI ex USA Small Cap Index. Net of fees performance returns are calculated by applying the management fee schedule noted in the composite performance 
disclosures and in SBH's Form ADV, Part 2A. The gross returns do not reflect the deduction of management fees but are net of transaction costs. Total returns 
assume the reinvestment of dividends and capital gains. The index is unmanaged and therefore not subject to fees. An individual cannot invest directly in an 
index. Past performance cannot guarantee future results. All investments involve risk, including the potential loss of capital.
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Fundamental International Small Cap Period 1Q (%) 2Q (%) 3Q (%) 4Q (%) YTD (%)

# of 

Accounts Std Dev. (%)

Composite Market 

Value

($ mil)

Total Firm 

Market Value

Quarterly & Annual Returns 2012 Gross of Fee 16.78 -2.74 5.40 5.90 26.78 2 nm $353.6 na

Period Ending: 9/30/2022 Net of Fee 16.42 -3.07 5.06 5.56 25.15

MSCI ACWI ex USA Small Cap Index (Net) 14.29 -8.92 8.54 4.90 18.52

Annualized Cumulative Returns 2013 Gross of Fee 4.87 -5.12 12.69 10.79 24.23 2 nm $686.0 na

MSCI Net of Fee 4.54 -5.42 12.35 10.45 22.69

SBH SBH ACWI Ex USA MSCI ACWI ex USA Small Cap Index (Net) 6.54 -4.42 12.38 4.63 19.73

Annualized Gross (%) Net (%) Small Cap (%) 2014 Gross of Fee -1.74 -0.84 -6.48 -8.99 -17.07 3 nm $507.0 na

1 Year -41.09 -41.69 -28.93 Net of Fee -2.05 -1.15 -6.78 -9.29 -18.12

3 Years 1.81 0.79 0.38 MSCI ACWI ex USA Small Cap Index (Net) 3.47 3.64 -6.80 -3.98 -4.03

5 Years 2.23 1.13 -0.56 2015 Gross of Fee 3.43 0.10 -10.29 10.85 2.96 3 nm $282.1 na

10 Years 4.92 3.71 4.44 Net of Fee 3.11 -0.21 -10.58 10.51 1.68

MSCI ACWI ex USA Small Cap Index (Net) 3.93 4.22 -10.02 5.28 2.60

3 Year Ex-Post Standard Deviation 2016 Gross of Fee 1.00 -1.01 8.06 -5.87 1.70 2 nm $150.5 na

MSCI Net of Fee 0.69 -1.32 7.73 -6.17 0.44

ACWI Ex USA MSCI ACWI ex USA Small Cap Index (Net) 0.68 -0.87 7.91 -3.52 3.91

SBH (%) Small Cap (%) 2017 Gross of Fee 6.81 8.47 9.39 7.34 36.05 2 nm $104.3 na

2012 18.48 19.98 Net of Fee 6.48 8.14 9.06 7.02 34.40

2013 15.43 16.67 MSCI ACWI ex USA Small Cap Index (Net) 8.78 6.24 6.90 6.56 31.65

2014 13.88 13.15 2018 Gross of Fee 3.41 -2.06 -3.33 -20.30 -21.97 2 nm $56.5 $18,587.0

2015 13.41 11.33 Net of Fee 3.09 -2.37 -3.64 -20.57 -22.96

2016 13.85 12.14 MSCI ACWI ex USA Small Cap Index (Net) -0.35 -2.60 -1.51 -14.43 -18.20

2017 12.83 11.53 2019 Gross of Fee 21.54 10.20 -5.69 15.43 45.80 2 nm $48.6 $19,522.9

2018 14.46 12.34 Net of Fee 21.31 9.76 -5.87 15.20 44.38

2019 15.17 11.61 MSCI ACWI ex USA Small Cap Index (Net) 10.26 1.21 -1.19 11.01 22.42

2020 24.95 20.98 2020 Gross of Fee -28.81 30.15 19.07 21.96 34.54 2 nm $63.8 $22,890.8

2021 23.22 19.86 Net of Fee -28.98 29.81 18.76 21.64 33.17

2022 27.12 22.31 MSCI ACWI ex USA Small Cap Index (Net) -29.01 22.83 10.50 18.56 14.24

2021 Gross of Fee 6.66 8.10 0.04 2.11 17.77 2 nm $107.5 $25,642.3

Net of Fee 6.38 7.83 -0.22 1.85 16.58

MSCI ACWI ex USA Small Cap Index (Net) 5.53 6.35 0.00 0.62 12.93

2022 Gross of Fee -15.42 -24.77 -9.33 -42.31 2 nm $55.3 $21,065.4

Net of Fee -15.63 -24.96 -9.57 -42.75

MSCI ACWI ex USA Small Cap Index (Net) -6.52 -17.55 -8.37 -29.37

na: this was a Denver Investments composite prior to the DIA acquisition by SBH on May 1, 2018. 

Periods greater than one year are annualized. Past performance cannot guarantee future results. All investments involve risk, including the potential loss of 
capital.
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SBH FUNDAMENTAL INTERNATIONAL SMALL CAP COMPOSITE PERFORMANCE
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Segall Bryant & Hamill (SBH) is a registered investment adviser with the Securities and Exchange Commission ("SEC") offering advisory services since 1994. SBH provides 

fee-based management of fixed income and equity portfolios for institutional clients and high net worth individuals. Segall Bryant & Hamill acquired the International 

Small Cap and Emerging Markets portfolios and team from Philadelphia Investment Advisors on June 30, 2015. On May 1, 2018, SBH acquired Denver Investments (DIA). 

As a result of the DIA acquisition, SBH added several new Portfolio Managers and composites to the overall firm. On April 30, 2021, SBH was acquired by CI Financial 

Corporation, a diversified global asset and wealth management company. 

The Fundamental International Small Cap composite was created May 2018. The composite's performance inception date is July 1, 2006. Accounts in the composite 

include all fee paying, discretionary actively managed equity accounts that are managed to the MSCI ACWI ex USA Small Cap Index. The MSCI ACWI ex USA Small Cap 

Index captures small cap representation across 22 of 23 Developed Market countries (excluding the U.S.) and 23 Emerging Market countries. The index covers 

approximately 14% of the global equity opportunity set outside the U.S. Prior to 1/1/2015 the MSCI EAFE Small-Cap Index was used.   MSCI is the source and owner of the 

MSCI Index data contained in this material and all trademarks and copyrights related thereto. Any further dissemination or redistribution is strictly prohibited. MSCI is not 

responsible for the formatting or configuration of this material or for any inaccuracy in Segall Bryant & Hamill’s presentation thereof. Index returns are not covered by 

the report of the independent verifiers. The team may use forward contracts to achieve currency exposure comparable to the benchmark in order to minimize tracking 

error caused by currency movements. 

Performance and Fees: Gross results are shown net of trading costs and include the reinvestment of all dividends and interest.  Net results are shown net of management 

fees as well as trading costs and include the reinvestment of all dividends and interest. As of January 1, 2019, net results reflect actual fees paid.  The current fee schedule 

applicable to the Fundamental International Small Cap composite accounts is 0.90% on the first $50 million of assets, 0.80% on the next $50 million of assets and 0.75% 

over $100 million of assets.  Actual fees will vary. From 1/1/08 to 12/31/14, net of fee returns were calculated by deducting the maximum applicable advisory fee in 

effect, pro-rated on a quarterly basis. From 1/1/15 – 12/31/18, net of fee returns were calculated by deducting the maximum applicable advisory fee in effect, pro-rated 

on a monthly basis. All information is based on U.S. dollar values. Dispersion of returns is measured by an equal weighted standard deviation of all the accounts in the 

composite for a full year period. Composite dispersion and three-year standard deviation are calculated using gross returns. Composite dispersion measures the spread 

of the annual returns of individual portfolios within a composite.  The three-year ex post standard deviation measures the variability of the composite (using gross 

returns) and benchmark for the preceding 36-month period. Neither the composite nor the benchmark returns reflect the withholding of any taxes for ordinary income or 

capital gains.

Segall Bryant & Hamill claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the 

GIPS standards. Segall Bryant & Hamill has been independently verified for the periods January 1, 2000 through December 31, 2021. The verification report is available 

upon request. A firm that claims compliance with the GIPS standards must establish policies and procedures for complying with all the applicable requirements of the 

GIPS standards. Verification provides assurance on whether the firm's policies and procedures related to composite and pooled fund maintenance, as well as the 

calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide basis. 

Verification does not provide assurance on the accuracy of any specific performance report. Past performance cannot guarantee future results. All investments involve 

risk, including the potential loss of capital. 

A complete list and description of the firm's composites and pooled funds, as well as additional information regarding policies for valuing investments, calculating 

performance and preparing GIPS Reports, is available upon request from SBH. GIPS® is a registered trademark of the CFA Institute. The CFA Institute does not endorse or 

promote this organization, nor does it warrant the accuracy or quality of the content contained herein.

540 West Madison Street
Suite 1900

Chicago, IL 60661
Main: (312) 474-1222

Toll Free: (800) 836-4265
www.sbhic.com
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