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January 20, 2015 

Dear Friend, 

It was a good year for Integre Asset Management. Net of fees our Diversified Equity Composite returned 
11.7%, our Concentrated Equity Composite returned 11.8% and our Small-Cap Composite returned 1.2%.1  

While in 2013 small-cap stocks outperformed large ones, in 2014 that trend reversed with the S&P 500 
increasing by 13.7%, and the Russell Small-Cap Index increasing by 4.9%.2 While it is disappointing not to 
outperform the indices every year, we are proud that over the past ten years our Diversified Equity Composite 
has outperformed the S&P 500 by 43%, net of fees.3 We are particularly proud that a large part of this 
outperformance came about as a result of our declining less than the S&P 500 from the market peak of 2007 to 
the trough of 2009. Making money for you is our goal, but a large part of the way we do that is by always 
looking at how much we believe we can make in a potential investment as well as lose, a process which has 
enabled us to preserve your capital in the inevitable periods of financial stress. 

2014 was a deceptively calm year. While for the first nine months the market moved steadily higher with only a 
few pullbacks, that pattern was upended in the fourth quarter when a 42% decline in the price of oil caused an 
increase in global supply which Saudi Arabia chose not to absorb. Nonetheless, despite all the volatility, the 
S&P 500 ultimately rallied and hit new highs as the Federal Reserve indicated it would be “patient” on the 
timing of interest rate increases. While volatility is always a cause for concern and such a large decrease in the 
price of the world’s largest commodity may cause as yet unforeseen reverberations in the market, given that the 
U.S. ten-year-Treasury bond is currently yielding 2.2%, we believe that the S&P 500’s dividend yield of 2% 
continues to look attractive.  

Given this largely salutary economic environment, we continue to overweight our Diversified and Concentrated 
Equity portfolios with companies that have high free cash flow yields. We believe that the portfolio will benefit 
if valuations rise given the global scarcity of income. On the other hand, if valuations do not rise, we believe the 
portfolio could benefit as corporate profits are either returned to shareholders via dividends or used for share 
repurchases. 

In 2014 some of our most profitable investments were corporate spin-offs and we believe that this may again be 
fertile ground for 2015. With so many investors focused on merely trading in and out of Exchange Traded 
Funds, and so few sell-side analysts covering these “new” companies which have no prior stand-alone corporate 
history, managers such as ourselves who have both the experience and resources to conduct independent in-
depth analysis can have a significant advantage. Just during the fourth quarter alone we invested in two new 
mid-cap industrial spin-offs which we believe the market is undervaluing. 

 



 

1,2,3,4 Disclosure:  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 diversified equity, concentrated equity and domestic small-cap composites represent the asset-weighted returns of 
those accounts sharing the objective of the respective diversified equity, concentrated equity and domestic small-cap strategies.  As of 1/1/13, portfolios are 
included in a composite at the beginning of the first full month under management and stay in the composite until the end of the last full month under 
management.  Prior to that, the composites included portfolios with a minimum of $250,000 that were managed for a full calendar quarter before inclusion 
and stayed above the minimum during any quarter.  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. Comparisons to the S&P 500 Total Return and Russell 2000 are for informational 
purposes only, as the composites may hold securities not in the S&P 500 Total Return and Russell 2000 and may have more or less volatility and risk than an 
investment in the S&P 500 Total Return and Russell 2000.  Management fee information is available upon request. 

 

 

Back in 2011 we launched our Small-Cap Composite because we saw an opportunity to have significant added 
value given the decline of analyst coverage of smaller companies in the wake of the 2008 financial crisis which 
led to widespread layoffs in Wall Street research departments. We hesitate to say we were right, but now, with a 
three year GIPS-compliant return of 75.4%, net of fees, vs 69.4% for the Russell 2000 Small-Cap Index and $45 
million in assets under management, we are certainly off to a good start.4 While 2014 turned out to be a year in 
which we consolidated the gains of 2012 and 2013, prospects for small-cap stocks in 2015 look bright given 
both the level of enthusiasm we see from corporate insiders buying shares in their own companies and the 
relatively low valuations we are seeing in the marketplace.  

All in all, 2014 was an exciting year for Integre Asset Management. We moved, we changed our name and we 
ended the year with over $500 million in assets.  

As always, the start of a new year brings a new slate of both opportunities and challenges.  With that in mind, 
we hope you will join us on February 4th for our Market Outlook lunch. We look forward to discussing what 
lies ahead, answering any questions you may have and welcoming you to our new offices. Please contact 
Megan Schuermer to RSVP.  

Wishing you all good things for 2015. 

Sincerely, 

Manny Weintraub, CFA 

 


