
In Q1, the AMI SMID Cap Growth strategy declined 24.10%

(24.35% on a net basis) versus the Russell 2500 Growth index

which fell 23.22%. Security selection drove approximately ¼ of

the relative performance, with asset allocation driving the

balance. Outperforming stock picks in Healthcare and

Technology were offset by selections in Consumer Staples and

Producer Durables. Being underweight Energy and Materials

(both of which underperformed the index) was offset by being

underweight Technology (which outperformed) and being

overweight Consumer Discretionary (which underperformed).
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SMID CAP GROWTH ANNUALIZED RETURNS

*Not annualized. As of 3/31/20. Source AMI. Please see last page for important disclosures.

Q1 2020* 1 Year 3 Year 5 Year
Inception 

(4/1/13)

AMI Gross -24.10% -20.05% -0.81% 0.09% 6.60%

AMI Net -24.35% -20.95% -1.99% -1.12% 5.32%

R2500G -23.22% -14.40% 3.35% 3.64% 8.09%

Top Contributors in Q1

Company Avg. Weight Contribution

Quidel 2.95% 0.79%

ICU Medical 3.81% 0.32%

BJ’s Wholesale 2.95% 0.31%

Qualys 3.35% 0.26%

SAIC 2.12% 0.08%

Bottom Contributors in Q1

Company Avg. Weight Contribution

Bright Horizons 2.10% -1.30%

Performance Food Group 1.59% -1.30%

Insperity 2.69% -1.58%

Cardtronics 3.04% -1.86%

Boot Barn 1.08% -1.95%

**Please see last page for important disclosures. **Please see last page for important disclosures.
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Quidel reported a very strong quarter driven by above-normal flu activity. Although the

outlook for 2020 was already strong, the stock benefited from management’s announcement

in late March of a prolonged flu season, as well as the company’s plan to provide COVID tests

on large lab equipment.

ICU Medical’s earnings were weak as expected, due to last year’s oversupply in the I.V.

liquids industry. However, ICU made substantial progress in right-sizing its business and the

company is expected to benefit from competitor Becton Dickinson’s I.V. pump recall as well

as increased hospitalizations from COVID.

BJ’s Wholesale benefited during the quarter from consumers rushing to big-box retailers to

stock up on essentials in advance of the virus lockdown. BJ’s should continue to see strong

demand as one of a few stores eligible to still operate, especially given leverage to hard-hit

areas of the mid-Atlantic (New York City is about 20% of sales) and the company’s push to

sell general merchandise. Longer-term, while the virus-driven pantry stocking will likely

fade, we view BJ’s as a winner in an environment of economic weakness given the substantial

value the company offers its club members.

Qualys reported strong Q4 results and 2020 guidance was better than expected as the

company is executing on its plan to expand its product offering within network security.

New products are gaining traction as billings accelerated while the company also expanded

margins. During the March downturn in the broader market, Qualys shares held up well since

network security should increase in importance as employees work from home.

SAIC reported strong Q4 earnings and its high book-to-bill suggests strong future growth.

Margin expansion is on track, which has been viewed as more important than the revenue

growth in the near term as recent acquisitions are integrated. With respect to the virus, the

company said its clients (agencies of the U.S. government) are all viewed as mission-critical

and thus the company has seen minimal impact thus far. While they did not issue formal

2020 guidance, the company said if not for COVID they would have achieved organic growth

and margin targets well ahead of historical levels.

Quarterly Update (cont.)

Q1 ∙ 2020
Top Contributors
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Bright Horizons reported a solid Q4, but the stock was pressured during the quarter over

concerns that the company would be forced to close their day care centers. The company

eventually decided to close half their daycare centers in the U.S. voluntarily in mid-March.

The center closures will have a meaningful impact on the company’s financial results in Q2

and potentially beyond. Bright Horizons may also see a negative impact in a recession if

there is a substantial increase in unemployment especially, in certain key cities. In the end,

there was too much uncertainty in the near-term and we felt it was prudent to sell the stock.

Performance Food Group underperformed during the quarter as substantially all the

company’s revenues are generated from sales to businesses that have been forced to close,

mainly restaurants and movie theaters. We believe the business will be challenged until the

lockdown is lifted especially since the company levered up to make two sizable acquisitions

last year and as a result sold the stock.

Insperity’s Q4 results and guidance were disappointing as the uptick in large healthcare

claims seen in Q3 continued. As a result, the company took a conservative approach to its

2020 guidance and assumed that the large claims situation does not improve. We believe this

is overly pessimistic, especially given the company has taken measures with its insurance

carrier to dampen the impact. In our opinion, the share price reflects a worst-case scenario,

exacerbated by COVID-related fears, and that the shares should rebound sharply as its

business customers return to work.

Cardtronics reported a solid Q4 with 49% EPS growth on strong margin expansion.

Although the FY20 outlook was good, the stock was hurt by expectations of fewer ATM

transactions resulting from the various stay-at-home orders in the U.S., as well as in the

U.K., a sizable market for Cardtronics. We do expect some impact in the near-term, but we

believe Cardtronics will benefit longer-term from pent up demand amid a resumption of

normal activities.

We were initially attracted to Boot Barn because of the company’s Workwear business,

which supplies workers heavy industries. Given that work boots generally last less than six

months, creating an underappreciated recurring income stream. However, after pre-

reporting solid Q3 FY20 results, the company issued underwhelming Q4 guidance, suggesting

that the business was seeing a slight slowdown in its Work business. Then the stock was

severely hit by the plunge in oil prices during the quarter, as 35% of the company’s stores are

in areas with substantial exposure to the oil & gas industry. While the company could be

attractive longer-term, given the heightened near-term uncertainty, we felt it was prudent to

sell the position.

Quarterly Update (cont.)

Q1 ∙ 2020
Bottom Contributors
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In Q1, we added Boot Barn and Reynolds. We sold MGP Ingredients, Aramark, Boot Barn, Performance Food

Group, Bright Horizons, and Matador Resources.

The purchases and sales of Bright Horizons, Performance Food Group and Boot Barn are detailed above.

Reynolds Consumer Products is the manufacturer of iconic American household brands, mainly

Reynolds Wrap aluminum foil and Hefty trash bags. The company operates in highly recurring

categories that are relatively resistant to economic downturns and benefit from broader growth

in cooking at home. We see growth from innovation, distribution gains, cost efficiencies driven

by favorable commodity backdrop, with additional upside from M&A. It is important to note

that we saw Reynolds as a good investment regardless of economic cycle, but the stock should

perform well during the current environment.

Aramark’s commercial foodservice and uniform businesses will see material impacts from the

broader shutdown of the economy, with Aramark particularly hurt by the closure of

universities where they manage school cafeterias. While some areas of Aramark’s business will

probably see a small benefit from the impact of the virus, there is a tremendous amount of

uncertainty as to when the company will be able to operate again and as such, we decided to

step aside for the time being.

MGP Ingredients preannounced negative fourth quarter results in mid-January. The company

maintained throughout a lackluster 2019 that sales of its high-margin aged whiskey were simply

being delayed into the fourth quarter as customers managed inventory. However, those sales

didn’t come to fruition in the quarter and the company’s results were a sizable disappointment.

With no clear catalyst or visibility into improved performance, we exited the stock.

We sold a relatively small position in Matador following the Saudi Arabia oil dispute.

Quarterly Update (cont.)

Q1 ∙ 2020
Portfolio Additions & Deletions
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Disclosures
* Performance Disclosures: AMI Asset Management (AMI) is an independent investment management firm

registered with the Securities and Exchange Commission since 1994. Registration does not imply a certain

level of skill or training. AMI provides discretionary asset management services to institutional and

individual clients through separately managed accounts using seven equity and fixed income strategies. The

Domestic Small-Mid Cap Growth Composite includes all fully discretionary, fee-paying and non-fee-paying,

taxable and nontaxable accounts with at least $100,000 in small-mid cap equities on the last day of each

previous quarter. The composite was modified beginning January 1, 2018, to reflect the decrease in our

minimum equity balance per account from $500,000 to $100,000. The composite was created on April 1, 2013.

Returns are presented gross and net of management fees and include the reinvestment of all income. Gross

returns are presented before management fees but after all trading expenses. Net returns are calculated by

deducting 1/4th of the highest applicable annual fee of 1.00% from the gross composite returns on a quarterly

basis. Prior to July 1, 2019, net returns were calculated by deducting 1/4th of the highest applicable fee of

1.25% from the gross composite returns on a quarterly basis. Clients should not assume that managed

accounts will attain similar investment performance in the future. All accounts are individually managed;

therefore, returns for separate accounts may be higher or lower than the average performance stated above.

The benchmark we use is the Russell 2500® Growth Index which measures the performance of the small-mid

cap growth segment of the U.S. equity universe. It includes those Russell 2500 companies with higher price-

to-book ratios and higher forecasted growth values and includes the reinvestment of dividends. Index

performance is provided as a point of reference only and does not imply that a Strategy will achieve returns,

volatility, or other results similar to the index. The total returns for the index do not reflect the deduction of

any fees or expenses which would reduce returns. Indices are unmanaged, and one cannot invest directly in

an index.

** Source: AMI and Bloomberg. The top five and bottom five contributors information is based on a

representative account taken from the AMI Small-Mid Cap Growth composite. The representative account

was selected because it closely reflects the AMI Small-Mid Cap Growth investment strategy. Due to factors

such as portfolio size, specific investment guidelines and inception dates of individual accounts, there will be

dispersion between the weight, returns, and contributions of this account and other accounts in the

composite. The Contribution is calculated by multiplying the weight (i.e., percentage of the total account)

invested in each holding times the rate of return for that holding during the measurement period. The

holdings identified do not represent all of the securities purchased, sold or recommended for AMI’s clients.

Actual client holdings and characteristics may vary and holdings are subject to change. The reader should

not assume that (1) an investment in the securities identified was or will be profitable or (2) that the AMI

Small-Mid Cap Growth Strategy will hold these stocks in the future. References to specific securities are not

intended as representative of past recommendations by AMI. The securities shown should not be considered

recommendations or solicitations and may not have been, or in the future be, profitable. Nothing presented

herein is or is intended to constitute investment advice, and no investment decision should be made based on

any information provided herein. Past performance is not an indication of future returns. There is a risk of

loss from an investment in securities, including the risk of loss of principal.

To obtain free of charge (1) a complete list of composite descriptions, (2) the calculation’s methodology and a

list showing every holding’s contribution to the overall account’s performance during the measurement

period, and/or (3) a complete list of all buy and sell recommendations for this strategy within the last 12

months, please contact Katharine Kim at (424) 320-4003 or katharine@amiassetmanagement.com.
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