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MARKET TRENDS  

There has been a lot of talk about a potential 
economic slowdown. The Small Business 
Optimism Index took a dip in September, falling 
1.3 points to 101.8. Despite this, the score is 
historically solid, falling within the top 20% of all 
readings in the 46-year history of the Index.  The 
survey shows no sign of a recession and indicates 
continued job creation, spending on inventory, 
and capital spending, suggesting continued solid, 
though slower, growth.  National Federation of 
Independent Businesses President and CEO 
Juanita D. Duggan said, “As small business owners 
continue to invest, expand, and try to hire, they’re 
doing so with less gusto than they did earlier in 
the year, thanks to the mixed signals they’re 
receiving from policymakers and politicians.  All 
indications are that owners are eager to do more, 
but they’re uncertain about what the future holds 
and can’t find workers to fill the jobs they have 
open.” 

WHAT ARE WE SEEING AS WE EXECUTE OUR 

INVESTMENT PROCESS? 

This uncertain environment reminds us to remain 
focused on executing our “bottom-up” process for 
selecting companies. 

• Find companies with smaller capitalizations that 
are not broadly owned or well understood; 

• Avoid leverage.  Avoid companies dependent on 
capital markets, specifically those with stretched 
valuations; 

• Look for durable business models that generate 
measurable productivity gains for their clients; 

• Be diligent in understanding the effect global markets may have on a business; 

ASHFORD SCG RISK/REWARD  

FOR THE 5 YEAR PERIOD ENDING 9.30.19 

Period Q3   1 Year 3 Year 5 Year 10 Year 

Ashford SCG* -8.0% -11.0% 17.0% 16.1% 15.8% 

R2000 Growth -4.2% -9.6% 9.8% 9.1% 12.3% 

R2000 -2.4% -8.9% 8.2% 8.2% 11.2% 

*Performance represents Ashford Small Company Growth Institutional Composite,  
net of fees. 
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• Seek businesses that are less subject to economic cycles; and 

• Focus on obtaining entry prices that meet or exceed our discipline’s hurdle rate of return and take bait 
backs when prudent. 

Predicting when it will be difficult to generate outsized performance is challenging, so we do our best to 
ensure that our process and methods give us the best chance of being right, regardless of where we are in the 
business cycle.  The uncertainty created by varying opinions in the market creates opportunity to generate 
value-added results. 

OUR PROCESS AT WORK   

Consistent idea flow from our team has us constantly evaluating positions to ensure we are concentrating our 
exposure into our best ideas. The team remains focused on certain core sectors including Internet, 
Technology, Media, Consumer, and Health Care, where we believe secular growth and the speed of dynamic 
business forces remain high.  These trends continue to create disruption.  The disruption creates opportunity 
for well-managed, innovative companies with scalable business models to capture market share and become 
much larger enterprises.  We search for these companies because we believe they can create outsized returns  
over the long term. 

A great example is one of our portfolio companies which provides digital satellite communications. In its 
recent year-end letter, the CEO and co-founder updates the clear long-term growth strategy for the company.  
This strategy is showing up in the results.  The company revenues were up 30%, adding nearly half a billion 
dollars to their topline year over year.  Their new contract awards were up 42% versus the prior year, and 
adjusted EBITDA expanded over 40%.  The company sees a large market opportunity to provide unserved and 
underserved users and devices with fast, high-quality satellite broadband service on land, at sea, and even in 
the air.  Their strategic differentiation and flexibility to embrace new market preferences makes it difficult for 
companies in the industry to imitate them.  Even more importantly, it creates more value for their customers. 

In July, we met with one of our long-term investors.  He highlighted a recent book he read, Measure What 
Matters by John Doerr, a successful venture capitalist at Kleiner Perkins.  The book is relevant for anyone 
interested in becoming a better manager.  John Doerr reveals how using a system of setting goals by 
Objectives and Key Results (OKRs) can help facilitate competitive growth for companies and allow them to 
thrive as organizations.  We found the book insightful and worth incorporating into our due diligence process, 
especially in relation to strategy and execution.  In addition, we think it will be useful in managing our own 
business. 

ASHFORD’S OUTLOOK AND FINAL THOUGHTS 

In the third quarter, Ashford Capital Management added a new employee, Kimberly Livingston.  Kim joined us 
as an Operations Analyst, ensuring that our firm remains flexible and scalable as we continue to grow.  She 
comes from a well-respected medical solutions company and has an MBA in Finance from Wilmington 
University.  We are excited about the value she will add to Ashford. 



 

3 

www.ashfordcapital.com 

302.655.1750 

One Walker’s Mill Road 

Wilmington, DE 19807 

 

                     Q3 2019  COMMENTARY  

In David Epstein’s book Range: How Generalists Triumph in a Specialized World, he writes “everyone needs 
habits of mind that allow them to dance across disciplines.” As a team of generalists with areas of domain 
expertise, we strive for curiosity, reading primary sources, first-person interviews, and doing our own original 
analysis.  We will continue to execute our investment process which has helped us to build durable and 
unique portfolios since 1979. 

As always, we extend our thanks  to new investors as well as those who have been with us over the long 
term. 
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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. 


