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Small Cap is an inefficient asset class consisting of a 
large universe of stocks which we believe is relatively 
under researched. This creates mispricing which enables 
alpha generation potential through active stock selection. 
Moreover, it offers diversification benefits. We believe this 
makes it an appealing asset class with the potential for long-
term outperformance which deserves a strategic allocation 
in a diversified plan.

A Review of Small Cap Performance
Studies show that over the long-term, performance has 
favored small cap due to a confluence of reasons, including:

• Better structural growth prospects compared to large cap 
companies 

• A perceived risk premium due to their smaller size, 
generally less diversified product portfolio and 
geographical exposure

• The inefficiency of the asset class due to being relatively 
under-researched which creates significant mispricing. 
This inefficiency is sustained over time as the asset class 
evolves with new entrants

However, there have been short term periods when small cap 
has underperformed as observed in Chart I (overleaf):

-  1989-1999 when Enterprise Resource Planning (ERP) 
was adopted by large cap companies improving their 
operational efficiency while small cap companies 
lagged.

-  In 2007 with expectations of economic growth peaking, 
followed by the heightened risk aversion during the 
2008 GFC impacting small cap more than large cap. 

-  2011 during the European Sovereign Debt Crisis which 
caused significant risk aversion.

-  From late 2017 to Q3 2019 during global macroeconomic 
and political uncertainty as well as trade tensions. 

-  Year to date 2020 with the Covid-19 pandemic causing 
heightened risk aversion due to restrictive measures 
such as lock downs and social distancing creating 
significant global demand and supply shock affecting 
global aggregate demand resulting in a significant 
decline in global economic growth.

The Continuing Role of Small Cap and  
Value Investing

March 2020

This paper sets out the relevance of international small cap investment in a post Covid-19 world.
Economies across the globe are still beset with unresolved structural and residual effects stemming from the Global 

Financial Crisis (GFC) even though more than a decade has elapsed. Debt overhang, slow progress in deleveraging and 
lack of political will to adopt structural reforms and put in place adequate social safety nets to cater for populations 

disadvantaged by globalization and automation; coupled with unintended consequences of asset inflation driven 
by prolonged accommodative financial conditions resulting in widening wealth inequalities continue to plague the 

developed economies.
The emergence of the Covid-19 virus leading to implementation of aggressive restrictions across most countries 

has further weakened the sluggish global economic growth experienced post the GFC. Developed economies have 
announced expansive monetary and fiscal stimulus to protect jobs and businesses so as to position the economy for 

eventual recovery post Covid-19. Whilst the full impact of the virus remains unclear, one can only look to the countries 
in Asia to understand the trajectory from detection of the virus, restrictive measures implemented to normalization in 
activities and eventual economic recovery. When normalcy returns, it is expected that a short-term cyclical bounce is 
likely from the lows of economic activity driven by pent up demand and the lagged effects of the stimulus measures 

implemented. However, we believe that the economic recovery over the medium and long-term is likely to mirror the post 
GFC recovery - a continuation of modest growth with central banks retaining their current accommodative financial 

conditions in the absence of adoption of significant reforms, improvement in productivity and enlarged  
welfare safety net. 

Questions arise on the challenges to performance facing small cap as an asset class in the short term as well as medium 
to longer term given expectations of modest economic growth against the backdrop of a continuation of the easy 

availability of cheap liquidity. This discursive paper attempts to revisit the role of small cap in international investing. 
It also raises questions on whether international small cap investment remains compelling as an asset class with alpha 

generation potential. It finally reviews how best to invest in this asset class highlighting Mondrian’s unique valuation 
approach which is well suited in identifying mispricing in this asset class.

Role of Small Cap
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Chart I: Cumulative Performance of MSCI AC World ex US Small Cap and Large Cap Indices 

Source: MSCI

1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019
-30

-15

0

15

30

Re
la

tiv
e 

Pe
rfo

rm
an

ce
 (%

)

-9.0

-3.5

-19.9

-7.6
-5.0

2.9

8.8
11.3

14.2

8.8
5.6

0.9

-5.8
-9.1

16.0
13.9

-6.0

1.6
4.0

0.2

9.9

-0.9

3.9

-5.2

0.9

-8.4

Annual Relative Performance of MSCI AC World ex-US Small Cap vs. Large Cap Index

Outperformance

Underperformance

Q1
2020

  
Definition:
The MSCI Global Investable Market Indexes (IMI) include large, mid cap and small cap segments and provide exhaustive coverage of these size segments by targeting a coverage range of 
close to 99% of the free float-adjusted market capitalization in each market. The Large Cap Indexes target a coverage range of about 70% of the free float-adjusted market capitalization in 
each market; the Mid Cap Indexes target a coverage range of about 15% of the free float-adjusted market capitalization in each market; and the Small Cap Indexes target a coverage range 
of about 14% of the free float-adjusted market capitalization in each market.

Financial assets including international small cap equities 
have benefitted from a decade of prolonged accommodative 
monetary and liquidity conditions post the GFC. One may 
question the relative attractiveness of small cap. Chart II and 
III below highlight that small cap appears attractive relative 
to its large cap peer as well as its own history. 

The relative valuation appears more compelling with the 
recent underperformance of the small cap asset class during 
the first quarter of 2020 following the Covid-19 pandemic. 
This is even more pronounced when one considers the 
exclusion of outliers during the technology bubble and  
the GFC.

Chart II: Earnings Yield Gap between MSCI AC World ex-US Small Cap and Large Cap Indices 

Source: MSCI
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Chart III: MSCI AC World ex US Small Cap Earnings Yield Over Time 

Source: MSCI
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Technology and digitalization have had negative effects 
on some traditional industries but have also lowered entry 
barriers to pave the way for new services and products 
favoring small cap companies. It is inevitable that this 
evolution will observe some winners as well as losers. 
This reinforces the role of active management for alpha 
generation to be unlocked within this large and relatively 
under-researched opportunity set.

Chart IV below highlights that active management thrives 
within small cap with its diverse array of managers typically 
leading to high dispersion in manager returns. However, this 
dispersion narrowed in the ten years since the GFC due to 

strong markets supported by loose financial conditions.  
In the last few years, we observed higher dispersion in returns 
with the increase in volatility caused by repricing of risk and 
cost of funding. Looking forward, we believe markets will 
continue to face periods of volatility with a weak economic 
outlook post the Covid-19 pandemic coupled with an 
accumulation of political and social tail risks as a result of 
the last GFC crisis. Thus, we believe this environment would 
continue to observe a relatively high dispersion between 
manager returns, underlining the importance of manager 
selection within active management. 

Chart IV: Peer Group Performance within AC World ex-US Small Cap Universe of Managers
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Returns as of December 31, 2019 

3 Years 5 Years 7 Years 10 Years

5th Percentile 19.9 15.0 13.2 13.2

25th Percentile 14.8 10.3 10.9 10.9

Median 12.6 9.1 9.1 9.7

75th Percentile 9.3 7.4 7.8 8.2

95th Percentile 2.5 4.8 6.2 7.8

MSCI Index 9.6 7.0 7.1 6.9
Member Count 57 48 37 25

Disclosure:
eVestment Alliance, LLC and its affiliated entities (collectively, “eVestment”) collect information directly from investment management firms and other sources believed to 
be reliable, however, eVestment does not guarantee or warrant the accuracy, timeliness, or completeness of the information provided and is not responsible for any errors 
or omissions. Performance results may be provided with additional disclosures available on eVestment’s systems and other important considerations such as fees that 
may be applicable. Not for general distribution and limited distrbution may only be made pursuant to client’s agreement terms. All catergories not necessarily included. 
Totals may not equal 100%. Copyright 2012-2019 eVestment Alliance, LLC. All Rights Reserved

Active Management is Key
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Value Investment Style 
Within small cap long-term historical performance has favored the value investment style, similar to large caps.

Chart V: Cumulative Performance of MSCI AC World ex-US Small Cap Value and Growth Indices
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Why Has Value Disappointed Recently?
Contrary to long-term history, since the GFC we have 
observed value investment style being out of favor within 
the small cap asset class with performance favoring growth 
style. 

We believe this was the result of a number of factors 
including: 

a. Market distortions driven by central bank policies. 
Low interest rates make growth stocks appear more 
attractive as expectations of strong growth sustained 
into perpetuity are discounted at lower rates, particularly 
for stocks that only produce cash flows in the distant 
future.

b. Technology and digitalization creating disruptions in 
a growing list of companies in traditional industries, 
such as financials, energy, industrials and real estate, 
who risk becoming structural losers if they do not adapt 
to seek new products, services or improve operational 
efficiencies.

c. A transitional shift away from manufacturing towards 
services and technology, as reflected in the GDP 
composition of economies shown below in Figure I, has 
caused traditional sectors to lag the broad market as 
investors seek faster growing alternatives in the current 
environment of low growth and low interest rates.

Figure I: GDP Composition in Developed and Emerging Economies
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d. There are important differences in the composition of 
value and growth indices, as examined in Chart VII below. 
The value index has a higher exposure to traditional 
cyclical sectors such as commodities, financials, and 
real estate compared to the growth index, performing 
less well during periods of economic uncertainty and 
outperforming in periods of reflation and when the 
economy is improving. This was reflected vividly in the 

emerging small cap asset class during the synchronized 
cyclical recovery from late 2016 – mid 2017 as evidenced 
by the strong performance of the value index primarily 
led by cyclicals which were further supported by their 
attractive valuations while defensives lagged (Chart VIII).

Note: We are not addressing the debate on how to classify value and growth stocks and 
simply utilize the MSCI style data in this paper

Chart VII: Composition of MSCI AC World ex US Value and Growth Indices
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Chart VIII: Cumulative Performance of Cyclicals and Defensives within MSCI EM Small Cap Index

Source: MSCI

Dec
2011

Jun
2012

Dec
2012

Jun
2013

Dec
2013

Jun
2014

Dec
2014

Jun
2015

Dec
2015

Jun
2016

Dec
2016

Jun
2017

Dec
2017

80

90

100

110

120

130

140

150

160

In
de

x 
Pe

rf
or

m
an

ce

Defensive Sectors

Cyclical Sectors

Cumulative Performance of Cyclicals and Defensives within MSCI EM Small Cap Index

Note: Defensive sectors include: consumer staples, energy, health care, telecommunications services, utilities Cyclical sectors include: consumer discretionary, financials, industrials, 
information technology, materials, real estate. Sector returns are derived by using beginning months weights and sector monthly performance. Real estate has been carved out from the 
financials sector for all periods.
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The basic goal of value investing is to exploit mispricing 
- buy stocks trading at a discount relative to their 
fundamentals and their peers which have upside potential 
due to strengthening fundamentals, improving operational 
efficiencies, and cyclical or structural recovery which will drive 
earnings and cash flow growth to support an expansion in 
valuations.

There are many ways to value a company. It is interesting 
to note that the definition of value has been adapted over 
the years to meet different investment styles since the early 
valuation framework introduced by Graham & Dodd to 
analyze the relative attractiveness of stocks. The general 
categorization identifies value stocks as those that are cheap 
with low valuation multiples using price as a numerator 
(price-to-earnings, price-to-book, price-to-cashflow, price-
to-dividends) relative to market and vice versa for growth 
stocks. Value and Growth stock baskets have been adapted 
to include factor based loadings on momentum, sales 
growth, quality and low volatility. 

An accumulation of investment experience over the years 
and since the GFC and risk aversion cycles, has highlighted 
that any investment style – value, growth, momentum, 
quality, low volatility or numerous other style factors that 
are in vogue will swing between cycles of being cheap and 
expensive and back again. This only reinforces the need for 
a consistent and disciplined investment valuation approach 
across market cycles. 

Mondrian is a manager that is unusual in the industry as 
it has stayed true to its philosophy, process and valuation 
framework across market cycles since its inception as a firm 
in 1990. The Mondrian framework combines a quantitative 
approach with qualitative input to address mispricing and 
opportunities. 

Mondrian believes that the value of a company lies in its 
future income stream as dividends represent the most 
tangible form of cash flow to long-term investors. Mondrian 
utilizes a proprietary inflation adjusted dividend discount 
model (DDM) to determine the valuation of companies. 
It uses a consistent real discount rate in contrast to the 
traditional use of long bond yields adjusted to include 

risk premium. The process avoids distortions caused by 
mispricing in the bond markets to value companies. As the 
process focuses on the future ability of a company to pay 
dividends to shareholders, it encompasses both current yield 
and future growth. Its forward looking process incorporates 
the understanding of company management skills and 
ambitions, its business plans and long-term growth prospects 
as well as risks. Mondrian utilizes scenario analysis to capture 
a range of expected outcomes to better understand the 
skew in returns of base against best and worst outcomes. 
Every valuation for a company consists of base, best and 
worst case expected returns within which material impacts 
of environmental, social and governance (ESG) factors on 
forecast earnings/cashflow generation assumptions are 
analyzed over the short, medium and long-term. In simplistic 
terms, the process focuses on the sustainability of expected 
growth assumptions and to price growth correctly so as 
not to overpay for it. In short, a stock with a high dividend 
yield (often equated as a measurement of cheapness but 
not necessarily undervaluation) but with deteriorating 
fundamentals eroding its dividend paying capability over the 
long-term may have a lower valuation as per Mondrian’s in-
house valuation methodology than a stock with a lower yield 
but with a sustainable and predictable long-term cashflow 
generating potential supporting a progressive payout 
policy. Further, Mondrian’s long-term fundamental focus 
and investment horizon gives it an advantage to exploit 
mispricing created by short term factors as well as those 
created by material ESG factors which typically influence 
over the medium term. 

Mondrian’s disciplined investment framework is adaptive 
utilizing detailed fundamental analysis incorporating 
extensive top-down and bottom-up understanding of 
economies, currencies, sectors and industries to value 
companies both across their life cycles and their global 
value chains. We believe this disciplined process provides 
an idiosyncratic source of return to Mondrian’s long-term 
performance against its peers and benchmark. Mondrian 
has delivered a successful track record of consistent 
value performance characteristics of emphasizing upside 
performance with downside protection and minimized 
volatility (Chart IX). 

The continuation of a protracted period of modest global 
growth post Covid-19 with accommodative monetary and 
liquidity conditions will continue to drive the ongoing search 
for yield and investments providing growth. This favors 
investment in inefficient asset classes such as developed 
and emerging small cap which offer structural growth 
prospects. The investment case for developed and emerging 
small cap is made compelling with their attractive relative 
valuations coupled with the overvaluation of the US dollar 
against most currencies. Further, the small cap asset class 
with its large universe of relatively under-researched and 
often mispriced stocks creates alpha generation potential 

which can be realized through a methodical approach to 
active management. The current environment of uncertainty 
and the presence of tail risks present opportunities for a 
manager like Mondrian. Mondrian’s disciplined investment 
framework is adaptive utilizing detailed fundamental 
analysis incorporating extensive top-down and bottom-
up understanding of economies, currencies, sectors 
and industries as well as including ESG factors to value 
companies both across their life cycles and their global 
value chains. This disciplined process provides Mondrian its 
idiosyncratic source of return with a successful track record 
of consistent performance with minimized volatility. 

Mondrian’s Unique Valuation Approach

Conclusion
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Chart IX: Mondrian Value Performance Characteristics for its International and EM Small Cap Products
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A Bull Market quarter is defined as one in which the benchmark showed a positive return, and a Bear Market quarter when the benchmark showed a negative return. Please review this Bull 
Bear in conjuction with the composite disclosure, which includes performance, in the appendix. The composite definition is provided on the composite disclosure page. A composite includes 
all discetionary accounts managed by Mondrian to the same investment strategy.

The returns presented on this page shown in dark blue (first series) are presented gross of advisory fees and other expenses associated with managing an investment advisory account.  
Actual returns will be reduced by such fees and expenses. 

Performance returns marked “Net”, shown in grey (second series), reflect deduction of investment advisory fees and are calculated by deducting a quarterly indicative fee from the quarterly 
composite return. The indicative fee is defined as being the effective fee rate (or average weighted fee) at the composite’s minimum account size. Actual net composite performance would 
be higher than the indicative net performance shown because some accounts have sliding fee scales and therefore lower effective fee rates.

Please carefully review the disclosures and notes concerning performance calculation and GIPS compliance in the appendix. These provide more information concerning gross performance 
results including an illustration of the negative effect of advisory fees on performance. Past performance is not a guarantee of future results.

.

 Bull Bear Total

 Bull Bear Total
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Mondrian Investment Partners Limited  |  Fifth Floor, 10 Gresham Street, London EC2V 7JD, UK  |  London +44 207 477 7000  |  Philadelphia +1 215 825 4500  |  www.mondrian.com
Registered office as above. Registered number 2533342 England. For your security and for training purposes, telephone conversations may be recorded.  
Mondrian Investment Partners Limited is authorised and regulated by the Financial Conduct Authority. Mondrian Investment Partners is a trademark of Mondrian Investment Partners Limited.

Views expressed were current as of the date indicated, are subject to change, and may not reflect current views.

Views should not be considered a recommendation to buy, hold or sell any security and should not be relied on as research or investment advice.

The information was obtained from sources we believe to be reliable, but its accuracy is not guaranteed and it may be incomplete or condensed. All information is subject to change without notice.

This document may include forward-looking statements. All statements other than statements of historical facts are forward- looking statements (including words such as “believe,” “estimate,” “anticipate,” 
“may,” “will,” “should,” “expect”). Although we believe that the expectations reflected in such forward-looking statements are reasonable, we can give no assurance that such expectations will prove to be 
correct. Various factors could cause actual results or performance to differ materially from those reflected in such forward-looking statements.

This document is an internal research paper. The material is for informational purposes only and is not an offer or solicitation with respect to any securities. Any offer of securities can only be made by written 
offering materials, which are available solely upon request, on an exclusively private basis and only to qualified financially sophisticated investors.

Past performance is not a guarantee of future results. An investment involves the risk of loss. The investment return and value of investments will fluctuate. There can be no assurance that the investment 
objectives of the strategy will be achieved.

This document is solely owned by and the intellectual property of Mondrian Investment Partners Limited.  It may not be reproduced either in whole, or in part, without the written permission of Mondrian 
Investment Partners Limited.

International Small Cap Equity Composite - Annual Performance

M O N D R I A N   I N V E S T M E N T   P A R T N E R S

Disclosure -
International Small Cap Equity Composite

Annual Performance

Year

Total Gross
USD

Return

Total Net
of Fees

USD Return

Benchmark
USD

Return

Composite
Standard
Deviation

Benchmark
Standard
Deviation

Number
of

Portfolios
Composite
Dispersion

Composite
Assets
(USD

millions)

Total Firm
Assets

(USD millions)

% of
Firm

Assets

2010 31.04% 30.03% 24.51% 27.06% 29.18% 17 0.79% 4,241.1 68,3866.20

2011 -8.04% -8.74% -15.81% 20.26% 23.08% 23 0.27% 4,958.9 65,8917.53

2012 25.67% 24.71% 17.48% 17.49% 19.83% 24 0.19% 6,523.7 68,2489.56

2013 18.21% 17.30% 25.55% 13.85% 16.27% 22 0.22% 7,585.0 70,35610.78

2014 -4.19% -4.93% -5.35% 11.08% 13.34% 22 0.12% 6,953.8 64,10210.85

2015 3.58% 2.78% 5.46% 10.17% 11.49% 21 0.20% 6,269.7 56,85711.03

2016 0.98% 0.20% 4.32% 11.36% 12.31% 20 0.15% 5,728.5 59,0339.70

2017 33.31% 32.28% 31.04% 10.89% 11.52% 20 0.15% 6,950.7 62,75111.08

2018 -13.90% -14.56% -18.07% 12.03% 12.56% 15 0.08% 4,403.8 47,7899.22

2019 25.94% 24.97% 25.41% 12.01% 11.76% 14 0.17% 5,322.5 54,4019.78

2020 (to Mar 31) -27.89% -28.03% -28.39% 17.21% 16.93% 14 0.28% 3,745.1 41,4809.03

Accompanying Notes Concerning
Performance Calculation and GIPS® Compliance

This composite was created in January 1998.•
Past performance is not a guarantee of future results.•
• A complete list and description of all firm composites is available on request.

Mondrian Investment Partners Limited (“Mondrian”) claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and
presented this report in compliance with the Global Investment Performance Standards (GIPS®). Mondrian has been independently verified for the periods
1 January 1993 to 31 December 2018.

The Firm is defined as all discretionary portfolios managed by Mondrian.

Mondrian is a value-oriented defensive manager seeking to achieve high real returns for its clients. Mondrian invests mainly in securities where rigorous
dividend discount analysis identifies value in terms of the long-term flows of income. Mondrian’s methodology is applied consistently to markets and individual
securities, both bonds and equities.

The International Small Cap Equity Composite includes U.S. dollar based discretionary fee paying portfolios, measured against the Morgan Stanley Capital
International World ex U.S. Small Cap Index, or an equivalent Index net of withholding taxes. The portfolios are invested in non-U.S. based small capitalisation
equities with the allowance for hedging.

Portfolios are valued on a trade date basis using accrual accounting. Returns are calculated using the modified Dietz method and then weighted by using
beginning-of-period market values to calculate the monthly composite returns. Portfolio returns are calculated net of irrecoverable withholding tax on dividend
income. New portfolios are included in the first full month of investment in the composite's strategy. Terminated portfolios remain in the composite through
the last full month of investment.  Additional information regarding the valuing of portfolios, calculating performance, and preparing compliant presentations
are available upon request.

Composite and benchmark standard deviation are measured as the rolling 3 year annualised standard deviation of monthly returns. The dispersion of annual
returns of portfolios within the composite (Composite Dispersion), is measured by the standard deviation of the equal-weighted returns of portfolios
represented within the composite for the full year.

Performance results marked “Gross” do not reflect deduction of investment advisory fees. Investment returns will be reduced accordingly. For example, if a
1.00% advisory fee were deducted quarterly (0.25% each quarter) and the three year gross annual returns were 10.00%, 3.00% and -2.00%, giving an annualized
return of 3.55% before deduction of advisory fees, then the deduction of advisory fees would result in three year net annual returns of 8.91%, 1.98% and -2.97%
giving an annualized net return of 2.52%.

Performance returns marked “Net” reflect deduction of investment advisory fees and are calculated by deducting a quarterly indicative fee from the quarterly
composite return. The indicative fee is defined as being the effective fee rate (or average weighted fee) at the composite’s minimum account size as set out
below. Actual net composite performance would be higher than the indicative performance shown because some accounts have sliding fee scales and
accordingly lower effective fee rates.

Mondrian’s investment advisory fees are described in Part II of its Form ADV. A representative United States fee schedule for institutional accounts is provided
below, although it is expected that from time to time the fee charged will differ from the below schedule depending on the country in which the client is located
and the nature, circumstances requirements of individual clients. The fees will be charged as follows: the first US$25m at 0.95%; the next US$25m at 0.75%; the
next US$50m at 0.70%; thereafter at 0.65%. Minimum segregated portfolio size is currently US$100 million (or fees equivalent thereto).

Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the
firm’s policies and procedures are designed to calculate and present performance in compliance with the GIPS standards. Additional third party Performance
Examination under GIPS of this composite’s results has also been undertaken from 1 January 1998 to 31 December 2018.  The verification and performance
examination reports are available upon request.

Emerging Markets Small Cap Equity Composite - Annual Performance

M O N D R I A N   I N V E S T M E N T   P A R T N E R S

Disclosure -
Emerging Markets Small Cap Equity Composite

Annual Performance

Year

Total Gross
USD

Return

Total Net
of Fees

USD Return

Benchmark
USD

Return

Composite
Standard
Deviation

Benchmark
Standard
Deviation

Number
of

Portfolios
Composite
Dispersion

Composite
Assets
(USD

millions)

Total Firm
Assets

(USD millions)

% of
Firm

Assets

2011 -7.16% -7.31% -9.48% N/A N/A 2 N/A 102.0 65,8910.15

2012 37.14% 35.85% 22.22% N/A N/A 1 N/A 189.6 68,2480.28

2013 6.53% 5.52% 1.04% N/A N/A 2 N/A 862.3 70,3561.23

2014 9.47% 8.44% 1.01% 12.81% 14.04% 2 N/A 1,232.7 64,1021.92

2015 -8.39% -9.25% -6.85% 11.64% 13.48% 2 N/A 1,125.4 56,8571.98

2016 -2.16% -3.08% 2.28% 12.82% 14.33% 2 N/A 1,187.7 59,0332.01

2017 21.66% 20.52% 33.84% 12.02% 14.36% 1 N/A 887.3 62,7511.41

2018 -14.17% -14.97% -18.59% 12.31% 14.01% 1 N/A 640.2 47,7891.34

2019 10.39% 9.35% 11.51% 10.23% 12.98% 1 N/A 420.7 54,4010.77

2020 (to Mar 31) -22.83% -23.02% -31.37% 15.71% 18.66% 1 N/A 304.6 41,4800.73

Accompanying Notes Concerning
Performance Calculation and GIPS® Compliance

This composite was created in November 2011.•
Past performance is not a guarantee of future results.•
• A complete list and description of all firm composites is available on request.

Mondrian Investment Partners Limited (“Mondrian”) claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and
presented this report in compliance with the Global Investment Performance Standards (GIPS®). Mondrian has been independently verified for the periods
1 January 1993 to 31 December 2018.

The Firm is defined as all discretionary portfolios managed by Mondrian.

Mondrian is a value-oriented defensive manager seeking to achieve high real returns for its clients. Mondrian invests mainly in securities where rigorous
dividend discount analysis identifies value in terms of the long-term flows of income. Mondrian’s methodology is applied consistently to markets and individual
securities, both bonds and equities.

The Emerging Markets Small Cap Equity Composite includes U.S. dollar based discretionary fee paying portfolios, measured against the Morgan Stanley
Capital International Emerging Markets Small Cap Index, net of withholding taxes. The portfolios are invested primarily in small capitalisation, publicly traded
companies based in an emerging market, or deriving a majority of revenue within emerging market economies.
For the month of inception, November 2011, the composite consisted only of a Mondrian seed capital portfolio which is non-fee paying and had no external
investors. The portfolio was managed and operated identically to external portfolios, and portfolio accounting was performed in conjunction with independent
third parties.

Portfolios are valued on a trade date basis using accrual accounting. Returns are calculated using the modified Dietz method and then weighted by using
beginning-of-period market values to calculate the monthly composite returns. Portfolio returns are calculated net of irrecoverable withholding tax on dividend
income. New portfolios are included in the first full month of investment in the composite's strategy. Terminated portfolios remain in the composite through
the last full month of investment.  Additional information regarding the valuing of portfolios, calculating performance, and preparing compliant presentations
are available upon request.

Composite and benchmark standard deviation are measured as the rolling 3 year annualised standard deviation of monthly returns. The dispersion of annual
returns of portfolios within the composite (Composite Dispersion), is measured by the standard deviation of the equal-weighted returns of portfolios
represented within the composite for the full year.

Performance results marked “Gross” do not reflect deduction of investment advisory fees. Investment returns will be reduced accordingly. For example, if a
1.00% advisory fee were deducted quarterly (0.25% each quarter) and the three year gross annual returns were 10.00%, 3.00% and -2.00%, giving an annualized
return of 3.55% before deduction of advisory fees, then the deduction of advisory fees would result in three year net annual returns of 8.91%, 1.98% and -2.97%
giving an annualized net return of 2.52%.

Performance returns marked “Net” reflect deduction of investment advisory fees and are calculated by deducting a quarterly indicative fee from the quarterly
composite return. The indicative fee is defined as being the effective fee rate (or average weighted fee) at the composite’s minimum account size as set out
below. Actual net composite performance would be higher than the indicative performance shown because some accounts have sliding fee scales and
accordingly lower effective fee rates.

Mondrian’s investment advisory fees are described in Part II of its Form ADV. A representative United States fee schedule for institutional accounts is provided
below, although it is expected that from time to time the fee charged will differ from the below schedule depending on the country in which the client is located
and the nature, circumstances requirements of individual clients. The fees will be charged as follows: the first US$50m at 0.95%; thereafter at 0.90%. Minimum
segregated portfolio size is currently US$50 million (or fees equivalent thereto).

Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the
firm’s policies and procedures are designed to calculate and present performance in compliance with the GIPS standards. Additional third party Performance
Examination under GIPS of this composite’s results has also been undertaken from 1 November 2011 to 31 December 2018.  The verification and performance
examination reports are available upon request.

Mondrian is a value-oriented defensive manager seeking to achieve high real returns for 
its clients. Mondrian invests mainly in securities where rigorous dividend discount analysis 
identifies value in terms of the long-term flows of income. Mondrian’s methodology is applied 
consistently to markets and individual securities, both bonds and equities.

The International Small Cap Equity Composite includes U.S. dollar based discretionary fee 
paying portfolios, measured against the Morgan Stanley Capital International World ex U.S. 
Small Cap Index, or an equivalent Index net of withholding taxes. The portfolios are invested in 
non-U.S. based small capitalisation equities with the allowance for hedging.

The Emerging Markets Small Cap Equity Composite includes U.S. dollar based discretionary 
fee paying portfolios, measured against the Morgan Stanley Capital International Emerging 
Markets Small Cap Index, net of withholding taxes. The portfolios are invested primarily in small 
capitalisation, publicly traded companies based in an emerging market, or deriving a majority 
of revenue within emerging market economies. For the month of inception, November 2011, the 
composite consisted only of a Mondrian seed capital portfolio which is non-fee paying and 
had no external investors. The portfolio was managed and operated identically to external 
portfolios, and portfolio accounting was performed in conjunction with independent third 
parties.

Benchmark: All references to “benchmark” assume the reinvestment of dividends after the 
deduction of withholding tax and approximate the minimum possible re-investment, unless the 
benchmark is specifically described as a “Gross” benchmark.

Where an MSCI index is used, neither MSCI nor any other party involved in or related to 
compiling, computing or creating the MSCI data makes any express or implied warranties or 
representations with respect to such data (or the results to be obtained by the use thereof), and 
all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, 
merchantability or fitness for a particular purpose with respect to any of such data. Without 
limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party 
involved in or related to compiling, computing or creating the data have any liability for any 
direct, indirect, special, punitive, consequential or any other damages (including lost profits) 
even if notified of the possibility of such damages. No further distribution or dissemination of 
the MSCI data is permitted without MSCI’s express written consent.

Mondrian claims compliance with the Global Investment Performance Standards (GIPS®). 
To receive a list of composite descriptions of Mondrian and/or a presentation that complies 
with the GIPS standards, contact James Melton at Mondrian Investment Partners, 10 Gresham 
Street, City of London, EC2V 7JD, or james.melton@mondrian.com.


