
 

  

                                                                       

 

MARKET TRENDS 

We continue to see a constructive market 
environment for small cap growth companies. The 
growth is broad-based in nature, crossing industries 
and sectors. We have also identified an interesting 
trend in business management that we are following 
more closely. Businesses are embracing corporate 
citizenship with good results. Using ESG1 criteria for 
guidance, companies are seeking opportunities to 
make a difference. Even better, our analysis suggests 
these improvements can positively impact the 
bottom line. 

A recent visit to a power plant construction company 
that sources power for municipalities, states, and 
regions led to a discussion with senior management 
about their efforts to improve their relationship with 
the community. They mentioned they have begun 
building a public hiking trail. More than a PR effort, 
this ESG initiative indicates a longer-term 
commitment to the local community, which in turn 
can drive faster project reviews. 

More companies across the small cap growth market segment have embraced ESG initiatives. We see cutting 
edge businesses using more environmentally-friendly materials while simultaneously improving their supply 
chain efficiencies. Ultimately, they are finding ways to improve their gross margins while also having a positive 
impact on the world around them. 

 

THE SMALL COMPANY GROWTH ENVIRONMENT 

The second quarter of 2018 saw continued outperformance for Ashford Capital and likely for others in our 
space. We were especially pleased by the broad base of outperformance across our portfolio companies and 
sectors. While technology was clearly a strong contributor in recent months with several of our holdings up 30% 
over the quarter, industrials also performed ahead of expectations. Despite underweighting healthcare and 
consumer discretionary sectors, Ashford Capital outperformed there as well. The investment team continues to  
evaluate and explore opportunities to allocate additional capital in these two areas. 

Sales and new business backlogs remain strong across many companies in the portfolio. Despite accelerating 
organic growth year-to-date, we are seeing few signs of any slowdown in business metrics. Management teams 
of multi-year portfolio companies believe there are exciting capital allocation opportunities which lie ahead. 

ASHFORD RISK/REWARD  

FOR 5 YEAR PERIOD ENDING 6/30/2018 

Q2 2018  COMMENTARY  

www.ashfordcapital.com 

302.655.1750 

One Walker’s Mill Road 

Wilmington, DE 19807 

Period YTD 1 Year 3 Year 5 Year 15 year
Ashford 

SCG* 26.5% 41.0% 25.6% 21.7% 13.4%

R2000 

Growth 9.7% 21.9% 10.6% 13.7% 11.0%

R2000
7.7% 17.6% 11.0% 12.5% 10.5%

*Performance represents Ashford Small Company Growth Institutional Composite, net of fees
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Even more encouraging, we are hearing upbeat sentiments across multiple areas of the economy. Several 
management teams of multi-year portfolio companies believe that there are exciting capital allocation 
opportunities which lie ahead. 

Overall, we continue to use our early discovery process to deliver a steady pipeline of less recognized and/or 
misunderstood ideas at reasonable valuations. We have also used our risk management disciplines to trim 
several positions that grew to more than 7% of the portfolio. This helped us maintain an efficient 
diversification profile for our investors and gave us the opportunity to recycle the capital into two new ideas. 
Additionally, we had a few companies underperform this quarter, which gave us the chance to add to our 
positions. We continue to play offense in this market and look forward to strong quarterly updates from 
portfolio companies over the next month. 

 

ASHFORD PERSPECTIVES 

An important assessment of any long-term investment in US equities is the exposure of a company’s revenue 
stream to international markets. Regardless of the sector, from industrials to Software-as-a-Solution 
technology companies, the source of revenue can be an important determinant of potential return and 
volatility. This may be more relevant under the Trump economy, where trade conversations and negotiations 
seem to be growing in significance. Currently, Ashford Capital is somewhat insulated from trade policy 
implications since most revenues from portfolio companies are generated from domestic sources.  One 
foreign market we are watching more closely is India, given the unique digital initiatives being endorsed by 
the government. We own one company with a growing focus in India, and we expect to find more in the 
future. 
 
OUR PROCESS AT WORK 

This past quarter, the investment team traveled extensively to update ongoing work on current holdings as 
well as attend trade shows and industry association events related to our new idea pipeline.  Specifically, we 
attended a Blockchain conference as well as an Artificial Intelligence conference for healthcare.  One of our 
existing holdings was a featured presenter and covered the machine learning capabilities embedded in its 
product platform.   

We also traveled to Europe to a security tradeshow to refresh our ongoing work in cybersecurity.  Two of the 
major themes from the conference were the growth of cryptocurrency transactions for illegal activity and the 
scarcity of qualified workers for cybersecurity job openings. Subsequent analysis of the second trend led us 
to two new ideas. 

We continue to follow our risk management disciplines. In two cases, we executed bait backs as the positions 
grew to more than 7% of the portfolio.  We reinvested the capital into one new idea and an existing holding 
at competitive entry prices.  Additionally, we sent two analysts to study an underperforming company, and 
based on their recommendation, have decided to exit the small position.  Organic growth and free cash flow 
have suffered as the management team focused too heavily on inorganic growth via acquisitions. 
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PHOTO ON PAGE 1 & 3: Walker’s Mill, originally a textile mill built around 1815, has been home to Ashford Capital Management, Inc.  

offices since 2004. 

     1) The Ashford Small Company Growth Institutional Composite is a dollar-weighted composite of all institutional equity accounts that ex-
ceed $1,000,000 in market value (including cash). The Composite invests primarily in small cap equity and equity-related securities. The Com-
posite includes terminated accounts; accounts are added to the Composite when they are fully invested with Ashford for two full calendar 
quarters, whichever comes first. It is not necessarily substantially similar to the Russell 2000 Index or the Russell 2000 Growth Index. The fig-
ures for the Ashford Company Small Company Growth Institutional Composite include dividends and interest received and their timely rein-
vestment and are net of management fees and expenses. All performance calculations are by Ashford Capital Management.  
 

      2) The figures for the Russell 2000 Growth Index and the Russell 2000 Index include dividends received and their timely reinvestment. They 
do not, however, reflect any brokerage commissions or management fees that might be incurred in actually investing in the securities com-
prising the index. Returns are calculated by the FTSE Russell. 
 

 

The information provided in this letter should not be considered a recommendation to purchase any particular security. There is no assurance 

that any securities included in the Ashford Small Company Growth Institutional Composite will remain in the portfolio or that the information 

provided herein will remain the same at the time you receive this material. The securities portfolio does not represent all of the securities rec-

ommended for purchase by Ashford Capital Management. It should not be assumed that investments in all securities were or will be profita-

ble. All investments in securities involve risk and the potential for loss of capital. Potential investment risk also include, but are not limited to 

investments in illiquid securities, the lack of diversification and the potential conflicts of interest in managing multiple portfolios.  
  

Past performance is not a guarantee of future success. Figures are not audited and are subject to change. 
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