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MARKET TRENDS  

US small cap investors experienced a bullish April 
and June, counterbalancing a bearish May, which 
led to quarterly returns of 2.8% and 2.1% for the 
Russell 2000 Growth and Russell 2000 
respectively. 

In the January and March meetings of the Federal 
Open Markets Committee (FOMC), the Federal 
Reserve left interest rates unchanged, leaving the 
fed funds target range at 2.25%-2.50%. Their 
decision was based on the current rate of 
economic expansion, strong labor markets, and 
near historic unemployment numbers. 

However, the FOMC noted signs that 2019’s growth 
is slowing, relative to 2018.  Mixed signals led the 
Fed to lower both its US GDP and inflation 
estimates for the year to 1.5% and 2% respectively. 

While Ashford watches macro events, it is 
important to remember that we are bottom-up, 
fundamental investors.  Instead of betting on 
politics, macroeconomics, or world events, our 
team spends its time finding durable, non-cyclical 
companies.  

 
WHERE ARE WE SPENDING OUR TIME:  A Focus on 

Quality 

The team is focused on high-quality businesses in 
certain core sectors including Internet, Technology, 
Media, Consumer, Financial, and Health Care, areas 
we believe secular growth and the opportunity to 
find new disruptive leaders remain high. Our 
research is not limited to these areas because we 
believe innovation and productivity is happening across many industry sectors. This productivity innovation 
should help companies continue to expand operating margins over the long term, offsetting margin pressure 
from increasing wages and commodity costs. The increased profitability should result in higher return on 
equity for shareholders.  
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ASHFORD SCG RISK/REWARD  

FOR THE 5 YEAR PERIOD ENDING 6.30.19 

Period Q2   1 Year 3 Year 5 Year 10 Year 

Ashford SCG* 8.8% 1.0% 25.9% 16.9% 17.8% 

R2000 Growth 2.8% -0.5% 14.7% 8.6% 14.4% 

R2000 2.1% -3.3% 12.3% 7.1% 13.4% 

*Performance represents Ashford Small Company Growth Institutional Composite,  
net of fees. 
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The team visited with dozens of management teams in the quarter. We are finding an increasing number of 
companies growing above our revenue growth hurdle of 20%, but we continue to maintain our discipline to 
make sure that a business meets our investment criteria. Our strategy going forward continues to be based 
on: 

• Finding good companies early before they are institutionalized; 

• Looking for businesses that can become large, and we can own for a long time; 

• Aligning with management teams that are experienced and executing their growth strategy; 

• Seeking attractive entry points for purchase based on current and future performance; and 

• Reducing exposure when institutionalization and/or position size reach thresholds established by our 

process for risk management. 

 

OUR PROCESS AT WORK: Digital Innovation    

Digital innovation is reshaping the landscape around both consumers and businesses at a breakneck pace. The 
Internet of Things (IoT) and smart technology are changing the way we engage with everyday tasks in the 
home. The future of work is shifting as Artificial Intelligence (A.I.) automates repetitive tasks, and cities are 
digitally transforming to provide greater social, financial, and environmental efficiencies for their citizens.  

In the most recent quarterly earnings call from Microsoft, Satya Nadella said “Digital technology today is not 
about tech companies doing innovation. It is about the rest of the world doing innovation with technology,” 
and examples abound throughout the entire marketplace, in every industry and sector. DHL is using smart 
glasses to implement what is called “vision picking.” It is making their warehouse workforce more impactful in 
both quantity of packages picked as well as speed to ship. Procter & Gamble was one of the first companies to 
start using the Amazon Dash program, allowing customers to order a new product and have it shipped to their 
home with a single click of a button.  L’Oréal has an app that allows consumers to color match and try 
products on their own facial features, increasing the conversion rate for their online customers. Today, 
approximately 25% of application workloads are estimated to be in the public cloud.  By 2022, that number 
should grow to approximately 50%. Microsoft’s own commercial cloud business grew 41% year-over-year in 
the quarter to $9.6 billion. 

These technologies are streamlining workflows, raising the quality of products, and increasing the return on 
investment to customers. At Ashford Capital, we work to discover and analyze companies early that can use 
innovative technologies to help power their growth into much larger companies, and we believe we are 
holding several best-of-breed names in our portfolio.  Below are several examples in which we’ve invested. 

An e-commerce omni-channel solution company that helps merchants build and grow their businesses. At a 
recent Investors’ Day, management revealed that they would be releasing Augmented Reality (A.R.) 
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functionality powered by Microsoft’s ARKit to all merchants on their platform, regardless of size. The end 
customer will be able to use their smart phones to place sale items into their own environments, allowing 
them to check for size, color, and dimension. The company has rolled this functionality out in limited beta, 
and they have discovered that a customer who uses the AR function has twice the conversion rate of a client 
who does not. This bump in revenues will benefit both the company as well as the merchants it serves. 

A healthcare software company is leading the digital transformation of life sciences, with the world's most-
used platform for clinical development, commercial, and real-world data. Powered by machine learning and 
delivered by industry experts, the company helps pharmaceutical, biotech, medical device companies, and 
academic researchers accelerate value, minimize risk and optimize outcomes. 

A platform company that takes junked cars and auctions them for insurers, auto dealers, and used-car 
dealers and exporters has created several proprietary software systems that they use to offer their customers 
a full-integrated service offering.  Customers log on to their platform and can get information on any of the 
cars being processed, and the car owners get to monitor each stage of the sales process.  This system both 
speeds up their sales cycle and cuts their SG&A expenses, allowing for margin expansion. 

 

ASHFORD’S OUTLOOK AND FINAL THOUGHTS 

There will always be bumps in the investment road because price and value have rarely marched in lock step. 
For those times when we will be tested, the team remains focused on our discipline and process. In addition, 
as a firm we understand that to perform at a high level we must maintain a culture of continuous 
improvement. As always, the team is working hard toward the goal of generating superior risk-adjusted 
returns for our investors over the long term. Thank you to the investors who have been with us many years as 
well as those who have joined us recently. We promise to keep executing the investment disciplines that have 
helped us build durable portfolios of unique growth companies over the last 40 years. 
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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 exceed 
$1,000,000 in market value (including cash). The Composite invests primarily in small cap equity and equity-related securities. The Composite 
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 figures for the 
Ashford Company Small Company Growth Institutional Composite include dividends and interest received and their timely reinvestment 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 comprising the 
index. Returns are calculated by the FTSE Russell. 

 
 

The information provided in this commentary 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 provid-
ed herein will remain the same at the time you receive this material. The securities portfolio does not represent all of the securities recommended for 
purchase by Ashford Capital Management. It should not be assumed that investments in all securities were or will be profitable. 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 securi-
ties, 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. 


