
 

 

April 17, 2020 
 
 
 
Portfolio Manager’s commentary 
 
 
We hope this letter finds you and your loved ones well. While we take great pride in 
our management of your financial assets, we are well aware -- especially in such a 
difficult time as this -- of the far greater importance of health. 
 
In the first quarter of 2020, the Spears Abacus Small Cap Dividend Growth composite 
declined 26.0%, net of fees, versus 30.6% for the Russell 2000 small-cap index. The 
fight against COVID-19 has decimated the revenue of many hotels, restaurants and 
retailers; caused a large increase in unemployment; and forced banks to set aside 
increased provisions for loan losses. Over the past 20 years, we have managed 
through a number of recessions, but this one has been particularly brutal. 
 
Our portfolio declined less than the Russell 2000 given our focus on companies with 
above average returns, free cash flow generation, and the ability to pay a dividend. As 
we mentioned in our last letter, 26% of the Russell 2000 small-cap index had negative 
GAAP profits for 2019. While we like to think that profitability always matters, it 
especially matters in a recession. 
 
In the coming quarters, we believe that small-cap shares should start to recover as  
companies begin to report earnings, and virus-related lockdowns abate. While 
uncertainty is never good for stocks, it can be especially difficult for smaller companies 
as they are followed by fewer Wall Street analysts and portfolio managers who 
understand the value of each business, no matter how esoteric. While there are 
thousands of people deciding every day whether or not to own AT&T, nobody is 
required to own shares in a small cap regional bank or a national pizza chain. If one 
portfolio manager decides to sell its holdings in a small-cap company, there might not 
be another manager on the other side to buy it.  In that case, the seller will have to 
accept a discounted price from a trader, or market maker, just to get liquidity. 
 
Since inception of our strategy three years and one quarter ago, the Small Cap 
Dividend composite has had an annualized return of negative 2.0%, net of fees, versus 
negative 3.6% for the Russell 2000, with substantially lower volatility. Despite declining 
less than the Russell 2000, we believe your portfolio is well positioned for the economic 
recovery. 
 
Below is a table of the top contributors to, and detractors from, our investment 
performance for this first quarter. As you can see, the number one contributor was Virtu 
Financial, a market maker that buys and sells securities and other financial 
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instruments. One of the main reasons we owned Virtu is that they actually do well in 
times of panic. Historically, when trading volumes have increased, their profits have 
increased. The largest detractor for the quarter was Ebix, a provider of software 
services to insurance companies, whose diversification into Indian travel and payment 
services is being viewed with suspicion given the lockdown of the Indian economy. 
While that is a legitimate concern, we believe Ebix’s cash flow from European and U.S. 
insurance companies will provide it sufficient cash flow to weather this storm. 
 

 
The same thing that can make small-cap investing great for active managers in a bull 
market – relatively underfollowed companies focused on a growing trend that 
increases their earnings - can make for a harrowing experience in bear markets, as 
investors barrel out of companies that they had only recently purchased. Of course, 
that same harrowing experience can give experienced investors the opportunity to buy 
shares in companies at bargain prices. As Shelby Cullom Davis, who was my first Wall 
Street mentor, and who got on the Forbes 400 due to his investing, liked to say with 
regard to the low valuations available in a panic: “You make your most money in bear 
markets. You just don’t realize it at the time.” 
 
Our goal is that one day, at some point in the future, you may be able to look back and 
say, “Wow, I made a lot of money in the spring of 2020. I just didn’t realize it at the 
time.” Our plan to make this a reality is to continue to focus on each small cap 
company’s balance sheet strength, competitive position, and long-term prospects. 
 
This lockdown and economic slowdown will not last forever, and we believe we are 
well positioned for the time, albeit that now seems so distant, when we will have ample 
Coronavirus testing, medical supplies, medical treatments and a vaccine. 
 
With all best wishes for a healthy spring, and renewal for you and your families, 
 

 
Manny Weintraub, CFA 
Principal 

1Q20  Performance of Top 5 Contributors1 1Q20  Performance of Top 5 Detractors1 

Company Ticker % Change Company Ticker % Change
Virtu Financial, Inc. Class A VIRT 31.9% Ebix, Inc. EBIX -54.6%
Insulet  Corporat ion PODD 23.6% W estern A lliance Bancorp W AL -46.3%
TPI Composites, Inc. TPIC 19.2% W orld W rest ling Entertainment    W W E -47.5%
Domino's Pizza, Inc. DPZ 10 .6% Cantel Medical Corp. CMD -49.3%
Tabula Rasa Healthcare, Inc. TRHC 7.4% Choice Hotels Internat ional, Inc. CHH -40 .8%
1Top cont ributors /  det ractors based on percent  cont ribut ion to the port folio 's performance w hich is impacted by both the 
securit y 's performance and posit ion size ( i.e. t he top cont ributor may not  have the best  performance); if  securit y w as 
purchased/ sold during the quarter, performance is calculated based on purchase/ sale date.



1Returns for less than one year not annualized; YTD as of 3/31/20
2All statistics based on weighted average unless otherwise noted
3Dividend yield of total portfolio including cash
4Sector weights excluding cash; weight includes certain reclassifications 
5Gross since inception, monthly basis vs Russell 2000
6Based on Risk Index = Russell 2000, Risk Free Index = 3 Month T-Bill

Russell

SA 2000

Consumer Discretionary 8.7% 8.7%

Consumer Staples 3.1% 3.4%

Energy 0.9% 1.7%

Financials 18.2% 16.8%

Health care 22.0% 21.3%

Industrials 12.2% 15.3%

Information Technology 17.8% 15.1%

Materials 3.3% 3.4%

Real Estate 8.4% 7.6%

Communication Services 2.3% 2.2%

Utilities 2.9% 4.5%

Total 100.0% 100.0%

Russell

SA 2000

Annualized Excess Return 2.6% -

Annualized Alpha 1.9% -

Beta 0.87 -

Volatility 18.1% 20.4%

Upside Capture 94% -

Downside Capture 85% -

Sharpe Ratio -0.1 -0.3

Sortino Ratio -0.2 -0.3

Information Ratio 0.5 -

Tracking Error 4.9% -

Turnover (trailing 1 year) 53% -

Efficiency Measures5,6

Sector Diversification4

YTD 1 Yr. 2 Yr. 3 Yr.

SA Small Cap (gross) -25.8% -21.5% -11.1% -2.1%

SA Small Cap (net) -26.0% -22.3% -12.0% -3.1%

Russell 2000 -30.6% -24.0% -11.9% -4.6%

NTM Revenue Growth

Active Share

1.93%

-3.6%

70 -

19.7xHarmonic Avg. NTM P/E

LT Debt / Total Capital

43%

4.1 1.9

Inception

-1.0%

-2.0%

96% -

2%

Performance1
Annualized Total Returns

3.3xMedian Net Debt / EBITDA

% of holdings paying dividend

Return on Invested Capital (ROIC)

Median Payout Ratio

87%

12%

46%

Number of Securities

Portfolio Statistics2,3
Russell

SA 2000

-Cash Weight 2.6%

25.6x

Market capitalization ($b)

Harmonic Avg. TTM P/E

28%

2.5x

2%

0.48x

Dividend Yield 

8%

15.0x

1.98%

0.57x

16.0x

Managed by

Spears Abacus Small Cap Dividend Growth Team

Portfolio Manager

Manny Weintraub

Years of Investment Experience

30 Years

Style

Blend

Inception Date
31-Dec-16

PLEASE SEE DISCLOSURES ON THE FOLLOWING PAGE

Investment Strategy Highlights

Spears Abacus’ Small Cap Dividend Growth Equity strategy
is a long-only investment strategy that seeks to outperform
the Russell 2000® Index with less volatility over a market
cycle. The strategy offers the opportunity to participate in
the high growth of small caps while limiting downside risk.

Philosophy: The strategy invests in U.S. small cap dividend
paying stocks, a subset of the small cap universe which has
meaningfully outperformed non-dividend paying peers over
the long term with less volatility.* Active stock selection
from this unique universe significantly increases the
probability of generating attractive long- term risk-adjusted
returns.

Approach: Using a “quantamental” approach, a proprietary
screening methodology and fundamental analysis are
applied in a disciplined process to identify relatively
attractive companies, creating a repeatable and methodical
decision making process.

Portfolio Construction: Despite the focus on dividend
paying stocks, the style is balanced between growth and
value. Sector weights are maintained within 3% of the
Russell 2000®.

Quarterly
Fact Sheet
As of September 30, 2019

147 EAST 48TH STREET
NEW YORK, NY 10017   
T 212-230-9888   F 212-230-9861

SMALL CAP DIVIDEND GROWTH Quarterly
Fact Sheet

As of March 31, 2020

Source: FactSet, Spears Abacus



INFORMATION PROVIDED IN THIS COMMUNICATION IS CONSIDERED
PROPRIETARY AND PRIVATE TO THE FIRM. THE FIRM DOES NOT
ALLOW THE DISSIMINATION OF THIS INFORMATION THROUGH
ELECTRONIC MEANS, OR OTHERWISE, WITHOUT EXPLICIT WRITTEN
CONSENT.

Spears Abacus Advisors LLC is an independent investment
management firm registered with the U.S. Securities and Exchange
Commission under the Investment Advisers Act of 1940. This material
is intended to inform you of services available through Spears Abacus.

Preliminary performance figures are unaudited. Past performance may
not be indicative of future results and every investment program has
the potential for loss as well as profit. The Composite is the dollar-
weighted linked monthly returns of those accounts sharing the
objective of the respective strategy. Composite accounts were
managed by Manny Weintraub while he was the portfolio manager at
Integre Asset Management, LLC. Mr. Weintraub joined forces with
Spears Abacus in January 2020 and will continue to manage the
strategy. Accounts are included in the composite at the beginning of
the first full month following the month during which the account came
under management. Accounts that are terminated remain in the
composite until the last full month the portfolio is under management,
and the composite continues to include terminated portfolios for all
periods prior to their termination. There is no minimum asset size
above which managed accounts would be included in or below which
managed accounts would be excluded from the composite. Individual
account results will vary from that of the composite based on fee
structures, investment restrictions, the timing of contributions and
withdrawals and other factors.

The Russell 2000® Index measures the performance of the small-cap
segment of the US equity universe. The Russell 2000® Index is a
subset of the Russell 3000® Index representing approximately 10% of
the total market capitalization of that index. It includes approximately
2,000 of the smallest securities based on a combination of their market
cap and current index membership. The Russell 2000® is constructed
to provide a comprehensive and unbiased small-cap barometer and is
completely reconstituted annually to ensure larger stocks do not
distort the performance and characteristics of the true small-cap
opportunity set.

Neither Spears Abacus Advisors nor its employees provide tax or legal
advice. All investors are strongly urged to consult their own tax or
legal advisors with respect to the impact on their personal situation of
any potential strategy or investment.

This material is presented solely for informational purposes and
nothing herein constitutes investment, legal, accounting or tax advice,
or a recommendation to buy, sell or hold a security. No
recommendation or advice is being given as to whether any investment
or strategy is suitable for a particular investor. It should not be
assumed that any investments in securities, companies, sectors or
markets identified and described were or will be profitable. Information
is obtained from sources deemed reliable, but there is no
representation or warranty as to its accuracy, completeness or
reliability. All information is current as of the date of this material and
is subject to change without notice. Any views or opinions expressed
may not reflect those of the firm as a whole. Additional information
can be provided upon request.

All material has been obtained from sources believed to be reliable, but
its accuracy is not guaranteed. There is no representation or warranty
as to the current accuracy of, nor liability for, decisions based on such
information. The views expressed in this presentation are subject to
change based on market and other conditions.

The information presented herein has been prepared for informational
purposes only and is not an offer to buy or sell, or a solicitation of an
offer to buy or sell, any security or fund interest or any financial
instrument.

Small Cap Dividend Growth
Notes & Disclosures

© 2020 Spears Abacus Advisors LLC. All Rights Reserved. No part of
this document may be reproduced, stored, or transmitted by any
means without the express written consent of Spears Abacus Advisors.

The illustrations, written or communicated otherwise, are intended
solely as a tool to assist in consideration of various potential asset
allocations for a client’s account. Spears Abacus makes no warranty
that the asset allocations discussed in this presentation will be used to
manage your account. Asset allocations may differ between clients
based on their investment objectives and financial situations. No
assurance can be given that the investment objectives described herein
will be achieved and investment results may vary substantially on a
quarterly, annual or other periodic basis.

Note 1: The stocks communicated in the verbal or written examples
may be included in client portfolios. They do not reflect all securities
traded by the client. Stocks used in written or verbal communication
are selected on the basis of being within a representative portfolio.
The stocks were not selected on the basis of any performance based
criteria and the use of those stocks in the examples does not constitute
a recommendation to buy or sell any securities.

Note 2: Past performance is not indicative of future results. Given the
inherent volatility of the securities markets, it should not be assumed
that investors will experience returns comparable to those shown here.
Market and economic conditions could change in the future producing
materially different returns than those shown here. Accordingly, no
representation or warranty is made to the sufficiency, relevance,
importance, appropriateness, completeness, or comprehensiveness of
the market data, information or summaries contained herein for any
specific purpose.

Note 3: The benchmarks used are for purposes of comparison and
should not be understood to mean that there will necessarily be a
correlation between the portrayed returns herein and these
benchmarks. The comparisons herein of the performance of the
market indicators, benchmarks or indices may not bemeaningful since
the constitution and risks associated with each market indicator,
benchmark or index may be significantly different. The referenced
indices are unmanaged and not available for direct investment. Index
performance does not reflect transaction costs, fees or expenses.

SEC FORMS ADV 1, 2A, 2B AND THE PRIVACY POLICY ARE
AVAILABLE ON REQUEST.

For further information please see www.spearsabacus.com or contact
the firm by electronic mail at info@spearsabacus.com.

*C. Mitchell Conover, Gerald R. Jensen & Marc W. Simpson (2016) What
Difference Do Dividends Make?, Financial Analysts Journal, 72:6, 28-40,
DOI: 10.2469/faj.v72.n6.1
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