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Portfolio Manager: Ajoy Reddi

Inception: December 31, 2015

Benchmark: MSCI All Country World ex USA Small Cap

Available Vehicles: Separate Account, Collective Trust

Strategy AUM: $149MM

Firm AUM: $3.9B

Website: www.castleark.com/international-small-cap/

We believe that accelerating growth in revenue and 

earnings are the primary drivers of stock price appreciation 

over the long term, and that opportunities in inefficient 

markets can be realized by identifying and exploiting key 

inflection points in a company’s fundamentals. 

(Periods greater than 1-year are annualized)

An investment process that emphasizes 
a company’s long-term growth potential 
over the market’s demand for short term 
results.

A holistic approach to growth investing 
that seeks to identify attractive 
opportunities, using both traditional and 
non-traditional sources of information

A proven institutional money manager 
with a long-term record of growth
investing in capacity constrained asset 
classes.

4.9

18.4

-8.5

8.3
9.7

4.7

17.7

-9.1

7.6 8.98.9

23.3

1.4

8.2 7.2

-15.0

-10.0

-5.0

0.0

5.0

10.0

15.0

20.0

25.0

QTD 1 Year 3 Year 5 Year Since Inception
(12/31/15)

CastleArk - Gross CastleArk-Net Index

CastleArk Index
# of Securities 78 4,369
Weighted Avg Market Cap ($MM) $4,373 $2,920
Median Market Cap ($MM) $3,606 $1,241
Historical Sales Growth 21.4% 17.3%
Historical EPS Growth 37.6% 24.1%
EPS Growth - Long Term Forward 12.1% 14.5%
Return on Equity 17.5% 11.5%
Price to Earnings (Trailing 12M) 16.9 5.4
Price to Earnings (Forward 12M) 19.0 14.1
Price to Book 2.7 1.4
Net Debt to EBITDA 4.0 -1.7
Dividend Yield 1.5% 2.7%
Active Share 96.2% --

Security Weight
Sanrio Company, Ltd. 2.1%
BPER Banca S.p.A. 2.0%
IHI Corporation 2.0%
Diploma PLC 1.9%
NSD Co., Ltd. 1.8%
SOL S.p.A. 1.7%
Japan Steel Works, Ltd. 1.7%
Addtech AB Class B 1.7%
Descartes Systems Group Inc. 1.7%
Breville Group Limited 1.6%

http://www.castleark.com/international-small-cap/
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CastleArk Index
Japan 22.66% 22.39%
United Kingdom 16.71% 9.58%
Canada 11.92% 6.87%
India 8.06% 9.04%
Sweden 6.79% 3.41%
Italy 5.95% 2.01%
Taiwan 4.43% 6.50%

CastleArk Index
Netherlands 3.72% 0.91%
Germany 3.41% 2.37%
Australia 3.28% 6.00%
Finland 1.99% 0.80%
Austria 1.59% 0.58%
Denmark 1.56% 1.20%
Belgium 1.39% 0.85%

CastleArk Index
France 1.21% 2.05%
Other 0 25.45%
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The CastleArk International Small Cap Equity strategy 
outperformed the MSCI AC World ex US Small Cap 
Index in the third quarter, returning +4.86% (gross) and 
+4.71% (net) vs. +8.90% for the Index. 

Despite significant intra-quarter market volatility and 
investor uncertainty around key growth themes that 
have been winners on a year-to-date basis, the MSCI 
ACWI ex-US index appreciated 7.2% during Q3. This 
strong performance reflected the impact of numerous 
global macroeconomic events in addition to a 
meaningful change in market leadership during the 
quarter. As noted, index performance during the quarter 
was volatile, with the ACWI-ex US index declining as 
much as 5% as of early August before staging a strong 
recovery to close the quarter significantly higher. 

Q3 was a story of two halves, with macroeconomic 
developments skewing bearish during the first half of 
the quarter. These developments included a number of 
US jobs and consumer spending-related economic 
reports suggestive of a cooling economy, fueling 
growing fear among investors that global central banks 
had moved too slowly to ease policy rates, increasing 
the risk of a hard landing recessionary outcome. 
Adding to this, a generational unwinding of the Japan 
Yen carry trade, spurred by the Bank of Japan’s historic 
rate increase in July (when it raised rates by 15 basis 
points), combined with continued anemic growth trends 
in China and worsening military conflicts in the Middle 
East further intensified market caution while lowering 
the appetite for risk.

All of this led investor sentiment to shift defensively, 
causing heavy selling of year-to-date winners, most 
notably AI semiconductor companies (despite 
continued earnings outperformance in Q3), in favor of 
defensive names expected to fare better against a 
weakening economic backdrop. As a result, there was 
a complete reversal in market leadership, with the 
technology and communication services industry group 
switching from the #1 outperformer in Q2 to the biggest 
underperformer in Q3, with the defensive utilities and 

real estate groups outperforming most strongly. For 
similar reasons, value stocks outperformed growth 
stocks during the quarter, marking another sharp 
sequential reversal.

Overall market sentiment, however, shifted positively 
during the second half of the quarter, though growth 
and technology stocks notably did not regain market 
leadership and remained generally out of favor. This 
improvement in market performance was driven by a 
combination of stronger-than-expected central bank 
action (the US Federal Reserve in September cut 
interest rates by 50 basis points, ahead of the market 
consensus of 25 basis points, while the European 
Central Bank enacted a 25-basis point cut, also in 
September) and the late-September unveiling of 
Chinese stimulus measures design to support the 
housing market and consumer spending.

The best performing markets in Q3 were Hong Kong 
(+19.3%), China (+16.1%), and Belgium (+10.6%) while 
the worst performing markets were Turkey (-9.2%), 
South Korea (-7.3%), and Japan (-4.2%).

Consumer discretionary (+82bps) and industrials 
(+80bps) were the biggest contributors to performance 
this quarter while real estate (-159bps) and healthcare 
(-109bps) were the largest detractors.

As always, we remain focused on bottom-up stock 
selection and finding companies that are going through 
sustainable positive inflection points.

*The U.S. Dollar is the currency used to express performance. Returns are 
presented gross and net of management fees and include the reinvestment 
of all income. Net of fee performance was calculated using actual 
management fees. Net returns have been reduced by performance-based 
fees, effective January 1, 2011. There is no guarantee that the investment 
objectives will be achieved. Moreover, the past performance is not a 
guarantee or indicator of future results.

**The index is unmanaged and does not incur management fees, costs or 
expenses and cannot be invested directly. The MSCI ACWI ex US Small 
Cap Index captures small cap representation across 22 of 23 Developed 
Markets (DM) countries (excluding the US) and 24 Emerging Markets (EM) 
countries*. With 4,331 constituents, the index covers approximately 14% of 
the global equity opportunity set outside the US. 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.
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CATEGORY DISCLOSURE

Not an Offer, 
Recommendation

or Professional
Advice

This document does not constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or financial 
product. It is provided for information purposes only and on the understanding that the recipient has sufficient knowledge and 
experience to be able to understand and make their own evaluation of the proposals and services described herein, any risks 
associated therewith and any related legal, tax, accounting or other material considerations. To the extent that the reader has 
any questions regarding the applicability of any specific issue discussed above to their specific portfolio or situation, prospective 
investors are encouraged to contact CastleArk or consult with the professional advisor of their choosing.

Use of Third-Party 
Information

Certain information contained herein has been obtained from third party sources and such information has not been 
independently verified by CastleArk. No representation, warranty, or undertaking, expressed or implied, is given to the accuracy 
or completeness of such information by CastleArk or any other person. While such sources are believed to be reliable, 
CastleArk does not assume any responsibility for the accuracy or completeness of such information. CastleArk does not 
undertake any obligation to update the information contained herein as of any future date.

Currentness
Except where otherwise indicated, the information contained in this presentation is based on matters as they exist as of the date 
of preparation of such material and not as of the date of distribution or any future date. Recipients should not rely on this 
material in making any future investment decision.

Confidentiality
This presentation is confidential, is intended only for the person to whom it has been directly provided and under no 
circumstances may a copy be shown, copied, transmitted or otherwise be given to any person other than the authorized 
recipient without the prior written consent of CastleArk.

Past Performance There is no guarantee that the investment objectives will be achieved. Moreover, the past performance is not a guarantee or 
indicator of future results.

Benchmarks

Any indices and other financial benchmarks shown are provided for illustrative purposes only, are unmanaged, reflect 
reinvestment of income and dividends and do not reflect the impact of advisory fees.  Investors cannot invest directly in an 
index.  Comparisons to indexes have limitations because indexes have volatility and other material characteristics that may 
differ from a particular hedge fund.  For example, a hedge fund may typically hold substantially fewer securities than are 
contained in an index.

Forward-Looking 
Statements

Certain information contained herein constitutes “forward-looking statements,” which can be identified by the use of forward-
looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” or “believe,” 
or the negatives thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual 
events, results or actual performance may differ materially from those reflected or contemplated in such forward-looking 
statements.
Nothing contained herein may be relied upon as a guarantee, promise, assurance or a representation as to the future.

Registration Status SEC registration does not imply a certain level of skill or training.
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Composite Performance reflects reinvestment of all income and capital gains and is shown in US dollars and after  the deduction of transaction costs. 
Composite Performance is shown gross and net of actual management fees charged. Actual investment advisory fees incurred by clients may vary. 
Additional information on the calculation methodologies used herein is available upon request. Indexes are unmanaged, do not incur management fees and 
cannot be invested in directly. The Composite and index returns are net of any foreign withholding taxes on dividends, interest, and capital gains. The MSCI 
ACWI ex US Small Cap Index captures small cap representation across 22 of 23 Developed Markets (DM) countries (excluding the US) and 23 Emerging 
Markets (EM) countries*. With 4,273 constituents, the index covers approximately 14% of the global equity opportunity set outside the US.

Past performance is not indicative of future results. Performance during certain periods reflect strong stock market performance that is not typical and may 
not be repeated.

MSCI (“MSCI”) is the source and owner of the trademarks, service marks and copyrights related to the MSCI Indexes. MSCI® is a trademark of MSCI. 
Neither MSCI nor its licensors accept any liability for any errors or omissions in the MSCI  Indexes and/or MSCI ratings or underlying data and no party may 
rely on any MSCI Indexes and/or MSCI  ratings and/or underlying data contained in this communication. No further distribution of MSCI Data is permitted 
without MSCI’s express written consent. MSCI does not promote, sponsor or endorse the content of this communication.

The source of the portfolio characteristics presented in this fact sheet is FactSet and CastleArk and is from a representative account and/or model portfolio. 
Not every account will have these exact characteristics. The actual characteristics with respect to any particular account will vary based on a number of 
factors including but not limited to: (i) the size of the account; (ii) investment restrictions applicable to the account, if any, and (iii) market exigencies at the 
time of investment.

Portfolio holdings and sector weightings of individual client accounts may differ from those shown above. This information does not constitute, and should 
not be construed as investment advice or recommendations with respect to securities or sectors listed. It should not be assumed that investments in these 
securities or sectors were or will be profitable.

CastleArk Management, LLC is a registered investment advisor registered Securities and Exchange Commission under the Investment Advisers Act of 1940.

© CastleArk Management, LLC. All Rights Reserved.
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