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Redwood Investments, LLC – Past performance does not guarantee future results. Please refer to the Disclosure Statements at the end of this presentation for additional information. 

MARKET REVIEW

Global equities were broadly rewarded in the first quarter of 2021 with progress towards an end to the COVID-

19 pandemic, clarity around the U.S. Presidential and Senate elections, and improving economic indicators fueling

the recovery. Within the U.S., COVID-19 inoculations and additional stimulus from the newly seated government

provided further support for risk assets with U.S. based assets faring better than their non-U.S. counterparts.

Overseas, although smaller company stocks were rewarded over larger caps, ongoing lockdowns in Europe and less

progress on vaccinations internationally weighed on performance in these markets. Over the quarter, the MSCI

World ex-USA Small Cap index climbed ~+4.97% outperforming the MSCI World ex-USA Index which rose

~+4.17%. With more strength in the underlying economy and an increase in yields in the U.S., investors saw a

rotation to Value that carried over to the non-U.S. markets. Specifically, in the small cap universe, where the MSCI

World ex-USA Small Cap Growth Index rose only ~+2.02% in the quarter, the MSCI World Ex-USA Small Cap

Value Index rose +7.65%. At the country level, the Netherlands posted the best market return over the MSCI World

ex-USA Small Cap Index, +17.22%, followed by strength in Ireland, Austria, Canada, the U.K., and Singapore.

Although Japan typically benefits from a strong value-oriented tailwind, the market rose only ~+3% in the index,

narrowly underperforming the overall index return.

PORTFOLIO REVIEW

The Redwood International Small Cap Composite returned ~+4.98% in the first quarter versus the MSCI

World ex-USA Small Cap Index which returned ~+4.97%. Within the universe, stocks that exhibited positive

earnings revisions, attractive valuations and higher quality outperformed those stocks which measured poorly on

those factors. Within the MSCI World ex-USA Small Cap index, the Energy, Financials, Consumer Discretionary, and

Industrials sectors each outperformed the overall index return. All other sectors underperformed
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the index return with the Utilities sector registering the worst absolute return over the quarter of ~-1.68%.

Within the Redwood International Small Cap strategy, contribution to return from stock selection over the

quarter was rather bar belled with the greatest relative return generated in the portfolio from selection in the

Consumer Discretionary, Information Technology, Healthcare, and Communication Services sectors. The Industrials

and Financials sectors were the primary sources of underperformance at the sector level in the quarter. At the

country level, there was positive selection effect in Israel, Germany, the UK, Switzerland, and Austria.

Underperformance in Japan and Canada was stock specific.

There was a mix of sectors represented in the top ten individual contributors to relative return. In fact,

FlatexDEGIRO AG, a pan-European online brokerage firm founded in Germany, was the leading individual

contributor to return despite falling within the overall underperforming Financials sector. Within that sector, capital

markets stocks fared the best. FlatexDEGIRO provides online brokerage services across equities, bonds, ETFs and

Mutual funds to private investors and traders. The company reported good earnings off an increase in new customer

wins and processed trades. In 2020, the company was the fastest growing of the established online brokers in

Europe with an ~56% increase in its customer base. The company has invested considerably in brand building

initiatives including sponsorship of a regional futbol team, media coverage of the DEGIRO acquisition and the launch

of its “Flatex Next” platform. We believe there is considerable growth opportunity for the company longer term

from market penetration of the online brokerage platform throughout Europe.

This was followed by strong contribution to return in the Consumer Discretionary sector. Three positions

within the internet and specialty retail and leisure segments performed strongly in the quarter and were in the top

ten contributors to relative return: Zooplus AG, Watches of Switzerland, and Food & Life Companies. For example,

Zooplus AG is a German pet goods retailer, operating in a retail segment that is growing approximately 4-5%

annually with a resilient and active consumer. The company has been benefiting from the shift to online purchasing

as it provides flexibility and convenience. In February of 2021, the company reported strong sales and earnings at the

upper end of management’s guidance range. Gross margins and active customers increased as the company

benefited from consumer preference and need to buy online in response to the pandemic and prolonged lockdowns.

We believe the shift of online purchasing is here to stay and as pets continue to command a sizable portion of

personal income spending, this should remain a positive market backdrop for the company. Another example of this

thesis is the addition of Pets At Home Group, Inc., a pet supplies and services (e.g. grooming, veterinary, insurance)

company, to the portfolio over the quarter. With a new and invigorated management team, the company is driving

sales through new store rollouts and loyalty services for customers. With the recent pet boom during the pandemic,

steady growth in the pet insurance category and an overall trend towards healthier lifestyle for pets, we continue to

believe these companies are well positioned for long-term growth. Watches of Switzerland Group retails primarily

watches with high end luxury retail brands through its Watches of Switzerland, Mappin & Webb, Goldsmiths, and

Mayor's Jewelers concepts. The company generates ~75% of sales in UK (#1 share) and ~25% in the U.S. (#3

share) with luxury watches such as Rolex, Omega, Tag, Patek and Piguet representing ~81% of sales. During the

retail limitations of COVID, management reacted quickly implementing in-person one-on-one and Zoom

reservations while also upgrading its digital marketing and social media efforts. The combination resulted in higher

close rates and positive year-over-year same store sales in both the U.K. and U.S. starting in July 2020. In the fourth

quarter of 2020, the company acquired Analog Shift to give it a foothold into the secondary market, which we
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believe can drive new business and benefit from incremental profits not contemplated by consensus forecasts.

Overall stock selection within the Information Technology sector was very strong in the quarter led by positions

in Nova Measuring Instruments, Ltd., Kape Technologies, PLC, each of which fell within the top five overall

contributors to relative return. Nova Measuring Instruments, Ltd. is a semiconductor process control equipment

supplier in the wafer fab equipment (WFE) market specializing in optical critical dimension (OCD) and X-ray

material metrology. NVMI has ~70% share in OCD and provide both standalone systems as well as integrated

systems that work with process equipment such as chemical mechanical polishing (CMP) and etch. The company has

evolved from being mostly exposed to foundry to having a balanced revenue mix between foundry (~60%) and

memory (~40%) through both organic and inorganic growth over the last cycle. During the first quarter of 2021,

the company reported a quarterly record revenue and strong income growth year over year driven by growth in new

customers for its Nova ELIPSON solution and other metrology expansion. Kape Technologies PLC reported a

positive 2020 on revenues and earnings based off significant subscription growth across North America and Europe.

It completed the acquisition for Private Internet Access ahead of schedule, launched new products and completed

another accretive acquisition of Webselenese, which should fuel significant organic growth in 2021 and 2022. Kape

is an example of another company benefiting from the tailwinds created by the pandemic and the need for enhanced

security and software systems as businesses and people adapt to more mobile personal and professional platforms.

The underweight exposure versus the index in the biotechnology segment of Healthcare contributed positively

to returns. We have maintained that allocation due to the binary risks associated with those stocks and risks to

theses.

On the downside, stock selection within the Industrials and Financials sectors detracted from overall return.

Within the strategy, the largest individual detractor from relative return in the quarter was Lifenet Insurance

Company, a Japanese pure-play online insurance company with Japan early in its adoption of e-commerce. The

online model offers customers a cheaper, simplified, and lower friction experience given the lack of fixed costs from

brick & mortar offices. Lifenet has driven clients to its services through an aggressive advertising campaign and

digital presence. The company recently announced an important collaboration with Money Forward, a leading

personal finance platform in Japan, which should drive visibility and adoption of its service. Lifenet is growing its

white label offering, allowing other banks, insurance companies, and internet platforms to leverage its technology

and offer a branded experience. The stock declined in the quarter largely due to the rotation away from COVID-19

beneficiaries, exacerbated by the strong performance during 2020. We believe the long-term thesis remains intact

and continue to hold it.

Despite overall outperformance of the Information Technology sector, the position in Arco Platform Ltd., a

digital learning system for K-12 schools in Brazil, declined and was the second worst detractor from relative return

in the quarter. While COVID-19 has driven awareness of digital learning systems higher, some customer schools are

still not fully open, some prospects have prioritized health and safety spend, and some students have dropped out

due to macro-economic pressure and parental job-loss. As a result, the historical ~25-30% organic growth rate has

dipped. The first quarter 2021 surge in Brazilian COVID-19 infections weighed on the stock. In our view, despite

frustrating performance, the consumer need for this offering and the company's strong position as a leader in the

market are strengthened by the current disruption.

Representing the Industrials sector, Ritchie Bros. Auctioneers Inc. and Alfen NV detracted from relative return.
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Ritchie Bros. is headquartered in British Columbia, Canada and sells a broad range of used and unused equipment via

unreserved auctions, online marketplaces, and private brokerage services. Construction and heavy machinery

comprise majority of the equipment sold as the company serves as an industrial auctioneer selling equipment to on-

site and on-line bidders. Ritchie Bros. has ~20% market share in the ~$25B auction market. In a normalized

environment, the company generates ~80% of its revenue from e-commerce. However, recent auction results were

not as impressive as originally expected and volumes were lower despite generally strong pricing and a steady demand

environment. The stock had been performing well with good results throughout the middle of the pandemic, which

likely accelerated the online auction shift, and with some near-term concerns, the stock gave up some gains. Alfen

NV is an emerging European supplier of products and solutions for the power grid with a focus on the transition to

greener, digital and more decentralized energy ecosystem. Alfen’s solutions have the potential to improve the

electricity grid by making it more reliable, sustainable and innovative. The three primary businesses: smart grid

solutions (~60% of revenue), electric vehicle (EV) charging stations (~30%), and energy storage systems (~10%)

have demonstrated, and have the potential to continue, strong growth. The February 2021 earnings report

reconfirmed the thesis, although guidance for 2021 was at the low end of the range due to COVID limiting physical

installations in the new year. This lower end revenue guidance weighed on the stock in the short term but did nothing

to change our view.

Finally, there was some modest underperformance within the Real Estate sector as the portfolio’s position in

Katitas, Inc., a Japanese company focused on remodeling and reselling used homes, underperformed, but we continue

to own it. The company refurbishes vacant homes in regions with few direct competitors. There is a historical stigma

in Japan of living in a home that has been previously occupied. Only ~15% of individuals in Japan live in used homes,

compared to ~80% in the U.K. and ~88% in the U.S. As a result, there is a massive stock of vacant homes in Japan

and it is increasing approximately 60,000 homes per year. The supply glut creates depressed selling prices for used

homes fostering a profitable arbitrage for Katitas to purchase the best units, renovate them and then resell at

attractive prices to consumers. The company can sell renovated homes at a significantly lower price than competitors’

new home builds, in most cases less than 50% of the price. Katitas has an implied market share of 0.3% but is the

market leader in a highly fragmented space, in our view this gives the company a significant runway to grow.

OUTLOOK

As the powerful small cap market rally continues, we remain on the hunt for high quality businesses that can grow

revenues above consensus expectations over a multi-year period with attractive valuations. Broad COVID-19

vaccination campaigns are in place in most major economies, and we expect a cascading positive effect of unwinding

social distancing protocols and restrictions put in place during the height of the pandemic. Economic data, consumer

surveys, and discussions with management teams suggest there is pent up demand for a return to leisure travel and

vacations, dining, and other recreational activities. Over the near and medium term, we remain optimistic as

consumer confidence builds, and economic indicators accelerate. Given those catalysts, we have continued to own

more growth cyclical exposure within the Industrials and Consumer sectors while remaining underweight

undifferentiated commodity-driven businesses which do not meet our quality hurdle. Given the variability in the

economic impact of the pandemic and divergences in the pace and success of national vaccination campaigns, we are

mindful of the uncertainties that could result from this prolonged pandemic era. As such, we will continue to build

portfolios comprised of attractively valued companies with durable competitive advantages which position them to

benefit from the normalization of the economy, and to be resilient against any setbacks.

REDWOOD INTERNATIONAL SMALL CAP

QUARTERLY REVIEW (CONTINUED)

Redwood Investments, LLC – Please refer to the Disclosure Statements at the end of this presentation for additional information.



55

The data presented on this slide is based on a representative account. The characteristics, asset size, composition, and risk characteristics of the proposed account may differ from the composite depicted in the presentation.

Therefore, it cannot be assumed that another account would have the same performance or holdings even if following the same strategy. This representative account was chosen as its inception date coincides with the inception

date of the strategy and therefore in our view, it is the account within the strategy which most comprehensively reflects the portfolio management style of the strategy for the entire time period. Recommendations made in the

last 12 months are available upon request. Past performance does not guarantee future results. Please refer to the Disclosure Statements at the end of this presentation for additional information.

REDWOOD INTERNATIONAL SMALL CAP

PORTFOLIO ATTRIBUTION, Q1 2021

Top 10 Contributors Average Weight Total Return Relative Contribution

flatexDEGIRO AG 3.16% 19.50% 1.15%

zooplus AG 1.86% 37.75% 0.60%

Watches of Switzerland Group PLC 4.00% 15.23% 0.57%

Nova Measuring Instruments Ltd 2.24% 28.91% 0.57%

Kape Technologies Plc 1.14% 54.64% 0.55%

Signify NV 2.55% 22.29% 0.51%

InMode Ltd. 1.29% 52.42% 0.50%

FOOD & LIFE COMPANIES LTD. 3.45% 15.67% 0.47%

Wienerberger AG 2.91% 14.91% 0.41%

Getinge AB Class B 2.09% 18.94% 0.34%

Total 24.68% 5.66%

Bottom 10 Contributors Average Weight Total Return Relative Contribution

Lifenet Insurance Company 1.63% -26.67% -0.49%

Arco Platform Ltd. Class A 1.46% -28.60% -0.43%

Ritchie Bros. Auctioneers Incorporated 2.28% -15.49% -0.42%

Alfen NV 2.29% -18.36% -0.40%

KATITAS CO. LTD. 2.64% -12.85% -0.39%

Grace Technology, Inc. 1.48% -21.95% -0.36%

Fancl Corporation 2.05% -14.86% -0.34%

Hypoport SE 1.75% -15.69% -0.23%

PT Bank BTPN Syariah Tbk 1.59% -10.23% -0.19%

CTS Eventim AG & Co. KGaA 1.23% -12.70% -0.16%

Total 18.40% -3.41%

Sector Attribution Average Weight Total Return

Communication Services 4.26% 3.2%

Consumer Discretionary 12.60% 13.7%

Consumer Staples 5.60% 1.6%

Energy 2.40% 29.7%

Financials 10.42% -0.9%

Health Care 6.88% 15.1%

Industrials 22.62% 0.2%

Information Technology 10.15% 7.9%

Materials 10.59% 14.9%

Real Estate 11.26% -9.7%

Utilities 3.20% -1.5%

Region Attribution Average Weight Total Return

Australia - New Zealand 9.11% 3.02%

Emerging Market 0.03% -5.66%

English 25.07% 7.34%

Far East 29.57% -4.28%

Northern Europe 20.13% 12.80%

Southern Europe 4.71% 0.00%

Western Europe 11.38% 7.53%

Contribution to Relative Return

Contribution to Relative Return

-1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5%

Selection

Allocation

-2.0% -1.5% -1.0% -0.5% 0.0% 0.5% 1.0% 1.5% 2.0%

Selection

Allocation
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REDWOOD INTERNATIONAL SMALL CAP

PORTFOLIO POSITIONING AS OF 3/31/2021

The data presented on this slide is based on a representative account. The characteristics, asset size, composition, and risk characteristics of the proposed account may differ

from the composite depicted in the presentation. Therefore, it cannot be assumed that another account would have the same performance or holdings even if following the same

strategy. This representative account was chosen as its inception date coincides with the inception date of the strategy and therefore in our view, it is the account within the

strategy which most comprehensively reflects the portfolio management style of the strategy for the entire time period. Recommendations made in the last 12 months are

available upon request. Past performance does not guarantee future results. Please refer to the Disclosure Statements at the end of this presentation for additional information.

Reference to the Performance Table on Page 1 of this quarterly letter: The International Small Cap Composite includes all fee-paying discretionary portfolios invested in non-

U.S. small cap securities across the growth, blend, and value styles. The strategy allows for equity exposure ranging between 90-100%. The account minimum for the

composite is $150,000. The benchmark for the International Small Cap Composite is the MSCI World Ex-US Small Cap Index, Gross. The MSCI World Ex-US Small Cap

Index captures small cap representation across 22 of 23 Developed Markets (DM) countries (excluding the United States). With 2,510 constituents, the index covers

approximately 14% of the free float-adjusted market capitalization in each country. Client account holdings may differ significantly from the securities in the indices and the

volatility of the index may be materially different from client account performance. You cannot invest directly in an index. The International Small Cap Composite was

created on April 1, 2016.

Portfolio Characteristics Redwood ISC
MSCI World Ex-US 

Small Cap
Sector Allocation

# of Securities 49 2,530

Weighted Avg. Market Cap. (M$) $3,715 $3,096

P/E - FY1 27.7 18.4

P/E - FY2 23.2 16.1

FCF Yield - FY1 1.1% 2.3%

EPS Growth - Historical 3 Year 9.3% 1.6%

EPS Revisions 6 Months - FY1 35.1% 27.5%

EPS Revisions 6 Months - FY2 30.7% 19.4%

ROE - FY1 12.5% 5.3%

ROIC - FY1 12.5% 5.7%

Operating Margin - FY1 11.4% 7.8%

Beta: Predicted / Historical 1.04 / 0.94

Tracking Error/Active Risk 7.62

Active Share 96.9%

Stock Specific Risk 54.8%

Top 10 Holdings Portfolio Weight Active Weight Region Allocation

Watches of Switzerland Group PLC 4.12% 4.12%

FOOD & LIFE COMPANIES LTD. 3.84% 3.69%

Wienerberger AG 3.03% 2.89%

Intermediate Capital Group plc 2.93% 2.70%

Soitec SA 2.77% 2.64%

Kornit Digital Ltd. 2.77% 2.64%

Signify NV 2.77% 2.56%

TechnoPro Holdings Inc. 2.65% 2.56%

Embracer Group AB Class B 2.57% 2.37%

Dalata Hotel Group Plc 2.53% 2.50%

Total 29.99% 28.66%
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REDWOOD INTERNATIONAL SMALL CAP

COMPOSITE PERFORMANCE AND GIPS DISCLOSURES

Redwood Investments, LLC claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in

compliance with the GIPS standards. Redwood Investments, LLC has been independently verified for the periods January 1, 2005 through December 31, 2019.

The verification reports are available upon request.

A firm that claims compliance with the GIPS standards must establish policies and procedures for complying with all the applicable requirements of the GIPS

standards. Verification provides assurance on whether the firm’s policies and procedures related to composite and pooled fund maintenance, as well as the

calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-

wide basis. Verification does not provide assurance on the accuracy of any specific performance report.

Notes:

1. Redwood Investments, LLC is an investment manager that invests in U.S. and International securities. Redwood Investments, LLC is defined as an independent investment management

firm that is not affiliated with any parent organization. Policies for valuing investments, calculating performance, and preparing GIPS reports are available upon request.

2. Composites:

A. Redwood International Small Cap: The International Small Cap Composite includes all fee paying discretionary portfolios invested in non-U.S. small cap securities across the growth,

blend, and value styles. The strategy allows for equity exposure ranging between 90-100%. The account minimum for the composite is $150,000. The benchmark for the

International Small Cap Composite is the MSCI World Ex-USA Small Cap Index, Gross. The MSCI World ex USA Small Cap Index captures small cap representation across 22 of 23

Developed Markets (DM) countries (excluding the United States). With 2,510 constituents, the index covers approximately 14% of the free float-adjusted market capitalization in

each country. The composite includes portfolios that pay zero commissions. Client account holdings may differ significantly from the securities in the indices and the volatility of the

index may be materially different from client account performance. You cannot invest directly in an index. The International Small Cap Composite was created and incepted on

April 1, 2016.

3. Valuations are computed and performance is reported in U.S. dollars.

4. Gross-of-fees returns are presented before management and custodial fees but after all trading expenses. Composite and benchmark returns reflect the reinvestment of dividends and

other income and are presented net of non-reclaimable withholding taxes. Net-of-fees returns are calculated by deducting actual management fees from the gross composite return. The

standard management fee schedule is as follows: 1.00% on the first $5 million, 0.85% on the next $5 million, and 0.75% on the remainder above $10 million. Fees are negotiable.

5. A complete list of composite descriptions is available upon request.

6. Dispersion is measured by the equal-weighted standard deviation of annual gross returns of those portfolios that were included in the composite for the entire year. For periods prior to

January 1, 2018, dispersion presented is measured by the asset-weighted standard deviation of annual gross returns of those portfolios that were included in the composite for the entire

year.

7. The three-year annualized standard deviation measures the variability of the composite and the benchmark returns over the preceding 36-month period. The standard deviation is not

presented for periods marked “NA” because the composite does not have 36 monthly returns available.

8. GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained

herein.

NA – Information is not statistically meaningful due to insignificant number of portfolios in the composite. Standard deviation is not required for composites that contain 5 or fewer portfolios. 

^ denotes period from April 1, 2016 to December 31, 2016  *2020 GIPS performance us currently under review. 

REDWOOD INVESTMENTS INTERNATIONAL SMALL CAP EQUITY COMPOSITE

Year Gross of Fees Net of Fees

MSCI World Ex-US 

Small Cap

Number of 

Portfolios

Composite

Dispersion

Total Composite

Assets (Thousands)

Total Firm 

Assets

(Thousands)

3 Year

Standard 

Deviation

Benchmark

3 Yr. Standard

Deviation

2019 33.58 32.40 25.94 5 or fewer NA $987 $1,982,217 14.26 11.73

2018 -19.31 -20.13 -17.74 5 or fewer NA $747 $1,802,650 NA NA

2017 48.78 47.42 31.06 5 or fewer NA $937 $2,208,766 NA NA

2016^ 3.25 2.49 4.00 5 or fewer NA $241 $1,254,124 NA NA

IMPORTANT EXPLANATORY INFORMATION 

The information contained in this presentation should not be construed as investment advice. The views expressed in this material are subject to change with market conditions.

This material is not intended to be a determination that a particular product or service is suitable for any individual or institutional investor. Past performance may not be

indicative of future results. Therefore, no current or prospective client should assume that future performance of any specific investment or investment strategy (including the

investments and/or investment strategies recommended or undertaken by Redwood) referenced directly or indirectly by Redwood on its website or within this presentation, or

indirectly via a link to an unaffiliated third party web site, will be profitable or equal the corresponding indicated performance level(s). Different types of investments involve

varying degrees of risk, and there can be no assurance that any specific investment will either be suitable or profitable for a client or prospective client's investment portfolio.

Historical performance results for investment indices and/or categories do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment

management fee, nor the impact of taxes, the incurrence of which would have the effect of decreasing historical performance results. Performance figures are presented as Gross

of Fees (before the deduction of investment management fees) and Net of Fees (after the deduction of investment management fees), and net of trading costs and custodial costs.

The performance figures reflect the performance of the referenced composite; a composite is a collection of fully discretionary, equity only separate accounts including cash. A

client’s actual performance return will be reduced by investment management fees and any other fees. A detailed description of Redwood’s investment management fees is

described in our Form ADV Part II, and is available upon request. Specific securities identified and described do not represent all of the securities purchased, sold, or

recommended for advisory clients, and the reader should not assume that investments in the securities identified and discussed were or will be profitable. The companies listed

represent a sample of the companies that Redwood employees have researched in the past 18 months. There is no assurance that any securities discussed in this presentation will

remain in the portfolio at the time you receive or read this presentation, or that securities sold have not been repurchased. A complete list of recommendations for the last 12

months is available upon request. The ‘Contribution’ to portfolio performance of a security is calculated by multiplying its portfolio weight by its price change. A ‘Detractor’ is

defined as having a negative contribution, while a ‘Contributor’ will have a positive contribution.


