
Strategy description 

The strategy aims to provide long-term 
capital growth by investing primarily in 
the shares of small-cap companies 
domiciled in developed (ex-US) 
markets. The strategy is research-driven 
and focused on bottom-up stock 
selection, not bold calls on macro or 
geopolitical conditions. 

Portfolio managers 

Brian W. Pattinson, CFA 
27 years' experience 
 
Tiffany N. Lavastida, CFA 
25 years' experience 
 

Index 

MSCI World ex-U.S. Small-Cap NTR 
Index 

Risk warning 

• The potential for profit is 
accompanied by the possibility of 
loss. 

• Equity markets are subject to many 
factors, including economic 
conditions, government regulations, 
market sentiment, local and 
international political events, and 
environmental and technological 
issues that may impact return and 
volatility. 

• There is a risk that an investment will 
decline in value. 

• Equity stocks of small-cap companies 
carry greater risks including that they 
may be more volatile and less liquid 
than equity stocks of larger, more 
established companies. 

 

 

Composite performance (%) 

 3M 1YR 3YR 5YR 10YR 
International Small-Cap Equity (gross) -0.06 10.21 14.17 10.48 11.47 
MSCI World ex-U.S. Small-Cap NTR Index^ 0.39 11.14 16.26 11.03 9.98 
Excess gross return -0.45 -0.93 -2.09 -0.54 1.48 
International Small-Cap Equity (net) -0.27 9.33 13.39 9.74 10.75 
Standard deviation - composite  9.89 20.12 17.52 15.40 
Tracking error  2.08 2.77 2.76 2.85 
Information ratio  -0.45 -0.75 -0.20 0.52 

 

12-month rolling return (%) 
 January 17 - 

December 17 
January 18 - 

December 18 
January 19 - 

December 19 
January 20 - 

December 20 
January 21 - 

December 21 
International Small-Cap Equity (gross) 37.68 -19.66 28.19 5.37 10.21 
International Small-Cap Equity (net) 36.78 -20.18 27.39 4.72 9.33 
MSCI World ex-U.S. Small-Cap NTR Index^ 31.04 -18.07 25.41 12.78 11.14 
 

As of December 2021. 
Source: Principal Global Investors. 
Past performance is not a reliable indicator of future performance and should not be relied upon to make investment decisions. 
Periods over one year are annualized. Please see disclosures for additional information on performance. 
 

 

Portfolio characteristics† 

 Portfolio  Index^ 
Earnings growth1 26.8%  26.5% 
Earnings revision2 26.9%  12.8% 
Price/earnings 17.6x  19.2x 
Active share ratio3 85.5%  0.0% 
# of holdings 208  2,591 
Market cap. Weighted median $4.3bil   $2.8bil 

 
1 Average of trailing one year and forward one year earnings per share (EPS) 
growth. 
2 Percentage of companies with positive EPS revisions less percentage with 
negative EPS revisions. 
3 Active share ratio is a measure of the proportion of stock weights in a 
manager's portfolio that differ from the index. 

Sector distribution (%)† 

 Portfolio Index^ Active* 
Industrials 23.6 22.3 1.3 
Communication services 5.3 4.2 1.1 
Financials 11.0 10.4 0.6 
Health care 6.5 6.3 0.1 
Real estate 12.2 12.2 0.0 
Energy 2.8 2.9 -0.1 
Consumer staples 5.0 5.3 -0.3 
Utilities 2.8 3.3 -0.5 
Materials 10.1 10.6 -0.5 
Information technology 9.3 10.3 -1.1 
Consumer discretionary 10.5 12.1 -1.6 
Cash 1.0 0.0 1.0 
Total 100.0 100.0 - 

 

Top 10 overweights (%)† 

 Portfolio Active* 
VAT Group AG 0.8 0.8 
Dechra Pharmaceuticals PLC 1.0 0.7 
ULVAC, Inc. 0.8 0.7 
ATS Automation Tooling Systems Inc. 0.8 0.7 
Aalberts N.V. 0.9 0.7 
Husqvarna AB 0.7 0.7 
PERSOL HOLDINGS CO. LTD. 0.7 0.7 
Future PLC 0.9 0.7 
Tower Semiconductor Ltd 0.8 0.7 
Constellium SE 0.7 0.7 

 

Geographic distribution (%)† 

 Portfolio Index^ Active* 
Developed 99.0 100.0 -1.0 

Americas 12.5 8.8 3.6 
Canada 12.5 8.8 3.6 

Europe 53.3 53.6 -0.3 
United Kingdom 18.7 16.4 2.3 
Europe Ex Uk 34.6 37.2 -2.6 

Asia Pacific 33.2 37.6 -4.3 
Japan 23.0 24.4 -1.4 
Asia Pacific Ex Japan 10.2 13.1 -2.9 

Cash 1.0 0.0 1.0 
Total 100.0 100.0 - 

 

^Source: MSCI. MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained 
herein. The MSCI data may not be further redistributed or used to create indices or financial products. This report is not approved or produced by MSCI. 
†Source: FactSet. Characteristics shown are of the representative portfolio. 
*Portfolio security weight minus the index security weight. 
Due to rounding, figures and percentages shown may not add to the total or equal 100%. 
Figures relating to the index are shown for comparative purposes only. The two methods of calculation may not be identical and it is not possible to invest in an 
index. 
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About Principal Global Equities 

Principal Global Equities is a specialized 
investment management group within 
Principal Global Investors. The 
investment team is powered by an 
intensive research effort encompassing 
focused fundamental analysis, a deep 
understanding of the principles of 
behavioral finance and specialized 
expertise in equity factor risk premiums. 
Our objective is to deliver competitive 
risk-adjusted returns across a diverse 
range of investment solutions to help 
clients meet their investment goals. 

Investment philosophy 

We believe that fundamentally based, 
bottom-up stock-selection is the most 
reliable and repeatable source of 
consistent performance and wealth 
generation over time. We also 
recognize that persistent behavioral 
biases and structural impediments to 
capital flows create market 
inefficiencies and opportunities. 

We seek to exploit these anomalies and 
inefficiencies through a focused 
fundamental research process and a 
disciplined multi-faceted approach to 
risk management, grounded in the 
principles of behavioral finance. Simply 
put, we focus on the early identification 
of businesses becoming better. 

Investment process 

All our resources and efforts are 
focused on bottom-up stock selection 
with strong collaboration across our 
globally integrated team. 

Recognizing that investors are change 
averse and risk averse, we capitalize on 
persistent biases, anomalies, and 
inefficiencies by focusing on: 

• Investing in three distinct types of 
businesses that we believe are 
becoming better as a result of 
positive change: innovators, 
renovators, and pacesetters 

• Identifying potential 
underappreciated growth and 
improvement opportunities ahead of 
the market 

• Isolating stock selection as the key 
driver of results - delivering style 
consistency over time using a 
comprehensive system of checks and 
balances 

We leverage powerful analytical tools 
and technology platforms to 
complement our investment 
professionals' original fundamental 
research, analysis, and insights in order 
to make well-informed, high-conviction 
stock selection and portfolio 
construction decisions. 

 

Disclosures 

Unless otherwise noted, the information in this document has been derived from sources believed to be accurate as of December 2021. Information 
derived from sources other than Principal Global Investors or its affiliates is believed to be reliable; however, we do not independently verify or 
guarantee its accuracy or validity. This material contains general information only and does not take account of any investor's investment 
objectives or financial situation and should not be construed as specific investment advice, recommendation or be relied on in any way as a 
guarantee, promise, forecast or prediction of future events regarding an investment or the markets in general. The opinions and predictions 
expressed are subject to change without prior notice. Any reference to a specific investment or security does not constitute a recommendation to 
buy, sell, or hold such investment or security, nor an indication that Principal Global Investors or its affiliates has recommended a specific security 
for any client account. 

Subject to any contrary provisions of applicable law, Principal Global Investors and its affiliates, and their officers, directors, employees, agents, 
disclaim any express or implied warranty of reliability or accuracy and any responsibility arising in any way (including by reason of negligence) for 
errors or omissions in this document or in the information or data provided in this document. 

All figures shown in this document are in US dollars unless otherwise noted. Indices are unmanaged and do not take into account fees, expenses 
and transaction costs are not available for direct investment.  

The MSCI World ex-U.S. Small-Cap Index is an unmanaged index that measures the performance of stocks with the smallest 15% of cumulative 
market capitalization by market across developed markets outside the US. For time periods prior to January 1, 1999, the S&P Developed ex-U.S. 
Small-Cap Index returns are used. From January 1, 1999, forward, the MSCI World ex-U.S. Small-Cap Index returns are used. In reports issued prior 
to August 1, 2012, the MSCI World ex-U.S. Small-Cap Index returns were used for periods from October 1, 2008, forward, and the S&P Developed 
Ex US Small-Cap Index returns were used for time periods prior to October 1, 2008. In reports issued prior to October 1, 2008, the S&P Developed 
ex-U.S. Small-Cap Index was used for comparison purposes. In reports issued prior to October 1, 2002, the MSCI EAFE Small-Cap Index was used for 
comparison purposes. In reports issued prior to January 1, 2001, the Salomon Smith Barney World Equity < $1 Billion Index was used for 
comparison purposes. The benchmark was changed each time to be more representative of the composite strategy. Information regarding the 
comparison to the benchmarks is available upon request. 

Composite performance results are based on fully discretionary accounts under management, including those accounts no longer with the firm. 
Gross performance shown does not reflect the deduction of investment management fees and certain transaction costs, which will reduce 
portfolio performance. 
  
Effective March 2021, composite net performance is calculated using the highest applicable fee as shown in the composite fee schedule. Prior to 
March 2021, composite net returns were derived based the aggregation of underlying portfolios and their noted actual or model fee tier. Actual 
investment advisory fees incurred by clients may vary. Composite net returns after January 1, 2011, are inclusive of performance-based fees 
(where applicable). Performance-based fees are accounted for on a cash basis. 
  
Each portfolio included in the composite is managed according to its own individual investment restrictions and limitations and therefore their 
characteristics may vary from those of the Representative Portfolio shown. Portfolio performance, characteristics and volatility may differ from 
the benchmark shown. Holdings and weightings are subject to change daily. The holdings listed should not be considered a recommendation to 
purchase or sell any security and there is no assurance an investment in these securities will be profitable. 
  
This document is issued in: 
• The United States by Principal Global Investors, LLC, which is regulated by the US Securities and Exchange Commission. 
• In Europe by Principal Global Investors (EU) Limited, Sobo Works, Windmill Lane, Dublin D02 K156, Ireland. Principal Global Investors (EU) 

Limited is regulated by the Central Bank of Ireland. In Europe, this document is directed exclusively at Professional Clients and Eligible 
Counterparties and should not be relied upon by Retail Clients (all as defined by the MiFID). Principal Global Investors is a global asset 
management company and strategies may be accessed from entities other than that which is issuing this document. Clients that do not directly 
contract with Principal Global Investors (Europe) Limited ("PGIE") will not benefit from the protections offered by the rules and regulations of 
the Financial Conduct Authority, including those enacted under MiFID II. Further, where clients do contract with PGIE, PGIE may delegate 
management authority to affiliates that are not authorized and regulated within Europe and in any such case, the client may not benefit from all 
protections offered by the rules and regulations of the Financial Conduct Authority, including those enacted under MiFID II. 

• Singapore by Principal Global Investors (Singapore) Limited (ACRA Reg. No. 199603735H), which is regulated by the Monetary Authority of 
Singapore and is directed exclusively at institutional investors as defined by the Securities and Futures Act (Chapter 289). This advertisement or 
publication has not been reviewed by the Monetary Authority of Singapore. 

• Hong Kong by Principal Global Investors (Hong Kong) Limited, which is regulated by the Securities and Futures Commission and is directed 
exclusively at professional investors as defined by the Securities and Futures Ordinance. 

• Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS License No. 225385), which is regulated by the Australian 
Securities and Investment Commission and is only directed at wholesale investors (as defined in sections 761G and 761GA of the Corporations 
Act). 

• This document is issued by Principal Global Investors LLC, a branch registered in the Dubai International Financial Centre and authorized by the 
Dubai Financial Services Authority as a representative office and is delivered on an individual basis to the recipient and should not be passed on 
or otherwise distributed by the recipient to any other person or organization. This document is intended for sophisticated institutional and 
professional investors only. 

• Switzerland by Principal Global Investors (Switzerland) GmbH which is authorized by the Swiss Financial Market Supervisory Authority 
("FINMA"). 

  
This material is not intended for distribution to or use by any person or entity in any jurisdiction or country where such distribution or use would be 
contrary to local law or regulation. This document is intended for sophisticated institutional and professional investors only. 
  
Principal Global Investors and its directors or employees advise that they and persons associated with them may have an interest in the securities 
and/or financial products discussed herein and that they may receive brokerage, commissions, fees and other benefits and advantages, whether 
pecuniary or not and whether direct or indirect, in connection with such securities and/or products.  
  
©2022 Principal Financial Services, Inc. Principal, Principal and symbol design and Principal Financial Group are registered trademarks and service 
marks of Principal Financial Services, Inc., a Principal Financial Group company. Principal Global Investors leads global asset management at 
Principal®. 
Unless specified in this document, the strategy does not: 
(i) promote environmental or social characteristics in a way that meets the specific criteria contained in Article 8 of the Sustainable Finance 
Disclosure Regulation (EU) No. 2019/2088 ("SFDR"); nor 
(ii) have sustainable investment as its objective in a way that meets the specific criteria contained in Article 9 of SFDR.   
Notwithstanding this, the strategy/product is managed in line with the Principal Global Investors responsible investment policy, incorporating its 
Sustainability Risk and Principal Adverse Impacts policies. These policies can be found at https://www.principalglobal.com/about-us. 

 

For more information, visit 
www.principalglobal.com 
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