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POSITIVES YOU ALREADY KNOW

ü Historically faster revenue growth
ü Under-followed (analyst coverage)
ü Historical outperformance (small cap premium)
ü Strong diversification properties vs. Large Caps & EM
ü Greater protection against the ‘law of large numbers’



NEGATIVES YOU ALREADY KNOW

ü Higher beta to economy and ‘risk off’ environments
ü Lower liquidity 
ü More ‘locally vs globally’ focused
ü Weaker disclosure on some of the smaller exchanges



HOW WOULD A ‘BUSINESS OWNER’ APPROACH INVESTING?



ACHIEVING LONG TERM OUTPERFORMANCE

Stock returns follow growth in intrinsic value of the business
• Given a long enough time horizon
• Absent dividends
• Absent multiple expansion and contraction

We seek to identify and evaluate businesses that can 
compound intrinsic value at high rates over the long term

Exceptional stock price performance must come from 
exceptional compounding of underlying business value!



EXCEPTIONAL COMPANIES DELIVER EXCEPTIONAL RETURNS

Owning 100+ companies will not allow you to 
benefit from future “outlier winners”

Source: FactSet and JPM Asset Management



ANATOMY OF A COMPOUNDER

Strong
1) Returns on Capital (EBITA / IC)
2) Cash Conversion (FCFm / NI)
3) Reinvestment Rate (simple defn)
4) FCF margins (FCF/Revenue)
5) Balance sheet (ND/EBITDA)

= A SPECIAL COMPANY
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TOP QUINTILE FCF MARGIN IN LARGE CAPS IS 
~23% VS SMALLER COS ~14%

Prairie Sky (Canada) – 83%

Thule Group (Sweden) – 14%

Medpace (United States) – 24%

Goosehead Insurance (United States) – 22%

Dalata Hotels (Ireland) – 27%

** 4 YR average trailing cash flow margin **
Source: Company filings



MINDSET OF A ‘BUSINESS OWNER’





THE WAITING PLACE – IN THE STOCK MARKET…

…for smaller companies just waiting.
Waiting for INFLATION to go
Or INVENTORY to come, or SUPPLY CHAIN ISSUES to go
Or a TAKEOVER to come, or the ACTIVIST to go
Or the phone to ring, or the snow to snow
Or the waiting around for a Yes or a No
Or waiting for their revenue to grow.
MANY companies are just waiting….



MINDSET OF A 
BUSINESS OWNER
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RECAP

• The ‘traditional’ benefits of the asset class are significant and persistent over time

• Typical active management (100 stocks, benchmark aware) not enough

• A concentrated portfolio of SMALLER COMPOUNDERS run by ‘business minded 
investors’ can unlock risk reward potential not found in traditional small cap or large cap

Sounds too good to be true?



FINAL BIT OF FUN WITH NUMBERS…

Today there are 5 companies with an Enterprise Value of 1T+

$1*(1+15%)^10 = ~$4 

Today’s $250B companies need to be $1T+ in 10 years 

There will need to be > 30 $1T companies in 2032



This document is prepared by Langdon Equity Partners Ltd (Langdon). The information is not intended for general distribution or publication 
and must be retained in a confidential manner. Information contained herein consists of confidential proprietary information constituting the 
sole property of Langdon and its investment activities; its use is restricted accordingly. All such information should be maintained in a strictly 
confidential manner.

Content in respect of the Langdon Smaller Companies Fund (ARSN 657 901 614 (the Fund) is issued by Pinnacle Fund Services Limited ABN 
29 082 494 362 AFSL 238 371 (‘PFSL’) as responsible entity of the Fund. PFSL is not licensed to provide financial product advice. It contains 
general information only. It is not intended as a securities recommendation or statement of opinion intended to influence a person or 
persons in making a decision in relation to investment. It has been prepared without taking account of any person’s objectives, financial 
situation or needs. Any persons relying on this information should obtain professional advice before doing so. The Product Disclosure 
Statement (‘PDS’) and Target Market Determination (‘TMD’) of the Fund are available via the links below. Any potential investor should 
consider the PDS and TMD before deciding whether to acquire, or continue to hold units in, the Fund.

Link to the Product Disclosure Statement: here
Link to the Target Market Determination: here
For historic TMD’s please contact Pinnacle Client Service Phone 1300 010 311 or Email service@pinnacleinvestment.com

Any and all references to past performance in this presentation is for illustrative purposes only and is not indicative of future performance.

While Langdon Equity Partners Ltd. (‘Langdon’) and PFSL believe the information contained in this communication is reliable, no warranty is 
given as to its accuracy, reliability or completeness and persons relying on this information do so at their own risk. Subject to any liability 
which cannot be excluded under the relevant laws, Langdon and PFSL disclaim all liability to any person relying on the information contained 
in this communication in respect of any loss or damage (including consequential loss or damage), however caused, which may be suffered or 
arise directly or indirectly in respect of such information. This disclaimer extends to any entity that may distribute this communication.

https://uploads-ssl.webflow.com/625d1032430836bd39ab9e7a/62947787e1953442099549d6_20220603_Langdon%20Global%20Smaller%20Companies%20Fund_PDS%5B65%5D.pdf
https://uploads-ssl.webflow.com/625d1032430836bd39ab9e7a/62933ce565b5d695efbba747_Langdon%20Global%20Smaller%20Companies%20Fund%20Class-A%20TMD.pdf
mailto:service@pinnacleinvestment.com
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