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** S&P Global ex Australia and New Zealand Between USD1 Billion and USD5 Billion  (AUD) NTR Index effective from 5 November 2018. Prior to this date the benchmark was S&P Global 
Between USD1 Billion and 5 Billion (AUD) NTR Index effective from 1 October 2015 to 4 November 2018 inclusive and S&P Global Between USD1 Billion and 5 Billion (AUD) TR Index prior to 
1 October 2015.
Disclaimer
This information is prepared by Paradice Investment Management Pty Ltd (ABN 64 090 148 619, AFSL No. 224158) (Paradice, we or us). This material is not intended to constitute advertising 
or advice (including legal, tax or investment advice) of any kind. These materials are not to be distributed and must not be copied, reproduced, published, disclosed or passed to any other 
person at any time without the prior written consent of Paradice. Equity Trustees Limited (ABN 46 004 031 298, AFSL No. 240975) (Equity Trustees) is the responsible entity of, and issuer of 
units in, the Paradice Global Small Cap Fund (ARSN 161 493 456) (Fund). Equity Trustees is a subsidiary of EQT Holdings Limited (ABN 22 607 797 615), a publicly listed company on the 
Australian Securities Exchange (ASX:EQT). In deciding whether to acquire, or to continue to hold, units in the Fund please read the current product disclosure statement available from 
Paradice. Past performance of the Fund is not a reliable indicator of future performance. The value of an investment in the Fund may rise or fall. Returns are not guaranteed by any person. 
Total returns are calculated before tax and after ongoing management costs. We encourage you to think of investing as a long-term pursuit. In preparing this information, we have not 
considered your investment objectives, financial situation or needs and therefore the Fund may not be suitable for you. You should have regard to your own individual objectives, financial 
situation and needs and, if necessary, seek independent professional advice before you make any investment decision.  Neither Paradice, Equity Trustees, nor any of their respective related 
parties, directors or employees, make any representation or warranty as to the accuracy, completeness, reasonableness or reliability of the information contained in this publication or accept 
liability or responsibility for any losses, whether direct, indirect or consequential, relating to, or arising from, the use or reliance on any part of this material. Any rates of return, forecasts or
estimates contained in this publication are not guaranteed. The content of this publication is current as at the date of its publication and is subject to change at any time. It does not reflect any 
events or changes in circumstances occurring after the date of publication.

Fund Objective
The Fund aims to outperform the S&P Global ex Australia and New Zealand Between USD1 Billion and USD5 Billion Net Total Return Index in 
AUD over a three to five year period (after management costs and before tax).
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Inception*

p.a.
Global Small Cap Fund -18.56 -22.97 -16.94 -1.30 0.91 9.79
Benchmark** -15.91 -19.32 -10.38 2.11 3.26 10.87
Excess Return -2.65 -3.65 -6.56 -3.41 -2.35 -1.08
* Inception date - 18 January 2013

Fund Details

APIR Code
Fund Size (AUD m)
Number of Stocks
Weighted Average Market Capitalization (AUD)
Fund Currency
Distribution Frequency
Management Fee
Performance Fee
Buy Sell Spread
Minimum Investment (AUD)

ETL0365AU
$558

70
$3,404

AUD
Semi-Annually

1.25% p.a.
15% p.a.
+/-0.30%
$20,000

Top 10 Positions
Weight %

Nihon Kohden Corporation 3.88
Kansai Paint Co., Ltd. 3.13
ITT, Inc. 2.96
CNO Financial Group, Inc. 2.94
Equiniti Group Plc 2.90
Avanos Medical, Inc. 2.85
ConvaTec Group Plc 2.72
Axis Capital Holdings Ltd. 2.58
Hain Celestial Group, Inc. 2.57
Corbion NV 2.42

Region Allocation
Emerging Markets

10.56%

Europe 15.24%

Japan 17.85%
North America

38.38%

United Kingdom

12.44%

Cash 5.53%

Sector Allocation
Communication

Services 0.74%

Consumer

Discretionary 7.67%
Consumer Staples

8.10%

Energy 0.79%

Financials 13.90%

Health Care 17.48%Industrials 19.35%

Information

Technology 13.19%

Materials 8.61%

Real Estate 4.63%

Cash 5.53%
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Contact

Phone: 02 8227 7400

Email: distribution@paradice.com

Website: www.paradice.com



Commentary

MARKET REVIEW

For the purpose of comparison, commentary is quoted in AUD terms 
except where stated otherwise.

After hitting all-time highs in January, global small caps ran into 
the COVID-19 buzzsaw, dropping over 25% intra-quarter and by 
slightly less than 20% in Q1 (S&P Global Between USD1 Billion 
and USD5 Billion (AUD) TR Index). This marks a turning point as 
we enter our first bear market since 2009 and see the end of the 
longest bull run in history.

The first wave of infections by the virus now known as COVID-19 
began mounting in Wuhan, the capital of China’s Hubei 
province, sometime in late 2019. The risks posed by the 
COVID-19 disease weren’t immediately clear to most, due to 
mild or nonexistent symptoms in many cases, but as the 
possibility of asymptomatic transmission, combined with high 
lethality in a minority of cases, became clearer, the CCP began 
implementing large-scale factory and business closures along with 
lockdowns of the Hubei population of ~60 million. These measures, 
along with fairly brutal quarantine and surveillance techniques, 
struck many in the West as extreme, but they have since been 
adopted to varying degrees around the world as the virus has 
spread relentlessly around the globe. With containment having 
failed, efforts to ‘flatten the curve’ in order to avoid swamping the 
ICUs of hospitals treating critical COVID-19 victims are the best 
near-term tool at humanity’s disposal while we busily race toward 
developing one or more vaccines. Mass lockdowns of businesses and 
individuals in self-quarantine have decimated economic 
activity, leading to the most sudden and severe shock since the 
Lehman crisis. On top of all that, the Saudis decided to launch an oil 
price war after Russia broke ranks from OPEC+, leading to a 
spectacular collapse in crude. Central bankers revisiting their GFC 
playbooks have fired big bazookas, and politicians have 
simultaneously scrambled to roll out sufficient stimulus measures. 
It remains to be seen whether these government responses are 
timely enough to save millions of small (and not so small) 
businesses and tens of millions of jobs. Expectations about a 
quick return to normalcy appear increasingly fanciful.

PERFORMANCE

The UK was hardest hit among major geographies, down 28%, 
whereas Japan was “only” down 9%. We outperformed in Japan, but 
underperformed in the Emerging Markets, and Europe, resulting in 
portfolio underperformance relative to benchmark.

The top contributors to performance for the quarter are as follows:

Nihon Kohden (Japan) Nihon Kohden, a medical device vendor, 
is expected to benefit from the global impact of COVID-19 as 
countries race to build out ICU capacity. Nihon Kohden 
manufactures and distributes patient monitors, EEGs, and recently 
entered the ventilator 

category. The new ventilator product is well suited to treating highly 
infectious   respiratory diseases such as  COVID-19. Shares outperformed 
as capital flowed into any businesses positioned to withstand the 
global outbreak.

Hain Celestial Group (US) Hain Celestial, as a packaged food player, 
is a near-term beneficiary of the abrupt consumer shift to in-home 
dining. Hain saw demand rise as consumers stocked their pantries in 
preparation for extended quarantines. Hain’s management insightfully 
ramped manufacturing early in the quarter to be able to meet demand 
as states in the US began to implement social distancing measures. 
Longer-term, the company expects to benefit from a cohort of new 
customers who previously had not tried their natural and organic 
products.

Tata Consumer Products (India) Tata is another relative beneficiary 
of global quarantine measures. The company completed its rebranding 
in Q1, changing its name from “Global Beverages” to “Consumer 
Products” to represent the broader portfolio now offered after the 
combination with the consumer business of Tata Chemical. Consumers 
globally are purchasing more of the company’s coffee, tea, and other 
consumer products as they prepare for extended stay-at-home 
mandates.

The top detractors from performance for the quarter are as follows:

CGG (France) CGG acquires and processes seismic data for the oil 
industry, which saw share price collapses up and down the value 
chain. The breakdown of OPEC+ resulted in a 66% decline in the price 
of oil in the quarter. Demand for CGG’s services will certainly soften as 
oil producers re-evaluate previous exploration and development 
spend. In addition, it will now be harder for the company to refinance 
its high yield bonds as previously expected.

ON Semiconductor (US)
ON Semiconductor, a global manufacturer of analog semiconductors, 
experienced multiple headwinds in the quarter. First, the company’s 
shares gave back their gains from Q4 after reporting very 
disappointing gross margins in its quarterly earnings report, due to a 
combination of macro and self-inflicted factors. Then COVID-19 hit, 
negatively impacting the semiconductor industry, with ON shares 
materially underperforming peers in the month of March.

YDUQS Participacoes (Brazil)
Educator YDUQS succumbed to the savage Brazilian equity market 
selloff, one of the worst anywhere in the world. YDUQs earnings are at 
risk in the near term as on-campus programs are cancelled. In 
addition, a potential unemployment surge could impact on future 
enrollment. As we move into a post-COVID world, YDUQS distance 
learning programs could see increased demand as working and 
learning from home gain popularity.



Commentary

Portfolio Changes

We took advantage of market volatility to initiate numerous 
new positions. Many of these businesses have been on our watch 
list for months or years and we were happy to have the opportunity to 
acquire shares at our target prices. Several holdings left our 
portfolio due to buyouts. We also exited various positions to 
raise cash for our purchases. 

OUTLOOK

Although we did not expect a global pandemic to end the longest 
running bull market in history, we entered 2020 with a 
cautious approach. In our last quarterly commentary we noted that 
“despite the market’s excitement for 2020, we expect a less rosy 
picture.” Given the events of COVID-19, stock prices have naturally 
come under varying degrees of pressure, with businesses in ‘eye of 
the storm’ sectors such as travel, hospitality, and energy completely 
savaged. More defensive sectors such as software and consumer 
staples have held up much better, so while the selling was 
indiscriminate on certain days, valuations are not uniformly 
depressed by any means. While we do not attempt to predict near-
term market fluctuations, we expect the market to remain under 
pressure throughout the year as companies report their (likely 
dismal) earnings and the market digests information about the 
economic and business impacts of COVID-19. That said, 
opportunities to deploy capital at attractive prospective rates of return 
are better than we have seen in some time.




