
July 18, 2018

Dear Friends,

It has been a profitable six months for the Small-Cap Dividend Equity composite which 

rose 6.3%, net of fees. By way of comparison, the Russell 2000 small-cap benchmark 

returned 7.7% over the same time period. Since our 1/1/2017 inception date, our composite 

portfolio is up 26.7%, net of fees, versus a 23.4% return for the Russell 2000.

The first six months of the year have been a good example of our portfolio’s “best of both 

worlds” strategy in action. Our goal has always been to have the portfolio benefit from the 

higher growth rate that one associates with smaller companies without the historic 

volatility of the small-cap stock index.

And indeed in this six month period, we did benefit from the higher growth of small

companies with a return that exceeded the 2.7% return of the S&P 500. The portfolio also 

had less volatility than the Russell 2000 which went up more than our portfolio. This is 

not surprising as much of our outperformance since inception has come from declining less 

than the benchmark in down months.

Less volatility than the Russell 2000 is only one of the benefits of our strategy.

Diversification is another benefit. While over the very long term, small-caps are highly 

correlated to large-cap stocks, there can be periods of 3 to 5 years when the performance of

large and small companies differs materially. Given that most investors have significant 

exposure to large-cap stocks, investments in the Integre Small-Cap Dividend Strategy can 

reduce volatility for an investment portfolio as a whole.

Diversification of returns is important, but also is diversification of holdings. Amazon.com

is expected to grow its sales by roughly sixty-billion dollars next year AND the year after 

that. Where are they going to come up with those sales? They need to attack big 

companies in big industries - the exact type of companies that make up large positions in 

large-cap indices. Our portfolio holdings which include the likes of small industrial 

companies, restaurants, and regional banks are like little mammals hiding under the bushes 

in the Mesozoic Era being ignored by the T-Rex that is Amazon.com, Inc.

Below is a table of our five best and worst performing little mammals for the 2
nd

quarter.

We don’t forecast Amazon getting into any of these industries any time soon.
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2Q18 Performance of Top 5 Contributors
1

2Q18 Performance of Top 5 Detractors
1 

Company Ticker % Change Company Ticker % Change

Medifast, Inc. MED 83.4% Kelly Services, Inc. Class A KELYA -22.7%

DexCom, Inc. DXCM 28.1% Perspecta, Inc. PRSP -17.8%

QAD Inc. Class A QADA 20.4% SYNNEX Corporation SNX -18.5%

Delek US Holdings Inc DK 23.3% Rayonier Advanced Materials IncRYAM -20.4%

Turning Point Brands Inc TPB 64.1% Virtu Financial, Inc. Class A VIRT -19.5%
1
Top contributors / detractors based on percent contribution to the portfolio's performance which is impacted by both the security's 

performance and position size (i.e. the top contributor may not have the best performance)

It has been eighteen months since the Integre Small Cap Dividend strategy began, and we 

are more convinced than ever that this is a great universe of stocks to invest in and one in 

which active management can make a large difference.

With all best wishes for a great summer,

Manny Weintraub, CFA

Founder and Principal


