
In Q4, the AMI Small Cap Growth returned 9.26% (9.01% on a

net basis) versus the Russell 2000 Growth index at 11.39%. The

relative performance was evenly split between security selection

and asset allocation. Healthcare and Producer Durables stock

picks were partially offset by outperforming picks in Technology

and Financials. Asset allocation was impacted by being

overweight Consumer Staples (which underperformed the

market) and underweight Healthcare (which outperformed the

market). This was partially offset by being underweight

Utilities (which underperformed).
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SMALL CAP GROWTH ANNUALIZED RETURNS

Top Contributors in Q4

Company Avg. Weight Contribution

Cardtronics 3.54% 1.42%

National Vision Holdings 3.39% 1.07%

Carbonite 0.91% 0.96%

Verint Systems 3.17% 0.87%

Virtusa 3.48% 0.84%

Bottom Contributors in Q4

Company Avg. Weight Contribution

Real Page 2.90% -0.46%

BJ’s Wholesale 2.61% -0.32%

Cubic 3.21% -0.27%

Insperity 3.09% -0.27%

Green Dot 2.74% -0.21%

*Not annualized. As of 12/31/19. Source AMI. Please see last page for important 

disclosures
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Q4 2019* 1 Year 3 Year 5 Year 10 Year Inception
(10/1/08)

AMI Gross AMI Net Russell 2000 Growth

Q4 2019* 1 Year 3 Year 5 Year 10 Year Inception
(10/1/08)

AMI Gross 9.26% 9.82% 2.00% 4.19% 13.84% 12.13%

AMI Net 9.01% 8.49% 0.57% 2.69% 12.22% 10.53%

R2000G 11.39% 28.48% 12.49% 9.34% 13.01% 11.24%

http://www.amiassetmanagement.com/


Cardtronics reported very good earnings growth for Q3 and raised guidance for 2019. The

ATM operator is lapping prior periods where growth was hurt by the loss of 7-11 in the U.S.

and ATM fee cuts in Australia and the U.K. and the outlook has improved dramatically.

Cardtronics continues to capitalize on the trend of banks curtailing branch operations and

partnering with Cardtronics for ATM access, as well as growth in regional credit unions,

which need a nationwide ATM partner.

After a challenging Q3, in which the stock was targeted by short-sellers concerned over

National Vision’s relationship with Walmart, the company reported strong quarterly results.

Comparable store sales exceeded estimates, with particular strength at the stores the

company runs within Walmart, helping to assuage some of the concerns over this relationship

Shortly after last quarter’s surprising departure of its CEO, it was reported that Carbonite

had received buyout interest from various parties. In November it was announced that Open

Text would acquire the company for $1.4 billion, a premium of roughly 37%. We exited the

position shortly after the announcement.

Verint Q3 earnings were much better than expected driven by strong results in its Customer

Engagement (CE) business which continues to experience accelerating growth. More

importantly, the company announced that it was splitting into two publicly traded entities,

separating the CE business from the Cyber Intelligence business which sells mostly to

governments. This announcement was well received as it should unlock value as the two

businesses may be able to be better run as independent entities.

Virtusa had a strong fiscal Q2 following two quarters where spending at one banking client

was temporarily curtailed. Although the business at that one client resumed, in January, the

company announced that its largest customer had requested price reductions from all of its

technology vendors. We viewed this as a substantial risk and exited the position post Q4 for

a better opportunity.
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Green Dot shares rallied in late October after it announced the renewal of its long-running

Walmart selling agreement. While this news was positive, the rally was short-lived as

management provided lower than expected preliminary 2020 guidance driven by a

continuation of higher marketing spending behind Green Dot’s new prepaid credit card

offering and new products to be launched in 2020. While Green Dot has underperformed in

2019, we remain bullish on the name due to compelling valuation and future growth

potential.

Cubic Corp reported in-line fiscal Q4 earnings but introduced 2020 guidance that was below

expectations. The company plans to invest in technology to capitalize on sizable revenue

opportunities within its installed base of municipal transportation agencies. We believe that

these investments are the right strategy and will drive a much more attractive margin profile

on top of solid low double-digit growth in fiscal 2021 and beyond.

Despite an inline Q3, Insperity reduced full-year 2019 earnings guidance resulting from

higher-than-expected claims in the health insurance business line. The company indicated

this was a transitory event and that medical costs should normalize in 2020. We believe that

more small businesses will continue to use HR and benefits outsourcing companies like

Insperity and thus we continue to see a growing opportunity for the company once the

medial insurance claims issues subside.

BJ’s Wholesale reported disappointing Q3 results, as the company is undergoing a

fundamental shift in strategy, consolidating the number of products to create shelf space for

higher-margin general merchandise, much like its larger and more highly valued peer Costco.

This process has created some hiccups, but membership continues to grow while margins

expand, and the company is set up to improve performance in 2020.

RealPage’s Q3 revenue and earnings were inline but the company slightly lowered full-year

2019 guidance as recent customer sales are larger and taking longer to close. The company

also announced a $580 million acquisition of Buildium which a leader in the mid-market

tenant and building management market. With vacancy rates at historic lows and building

managers looking for more ways to increase yields, we believe RealPage’s diverse service

offering will continue to see high levels of demand and growth.

Quarterly Update (cont.)
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In Q4, we added Horizon Therapeutics, Mobile Mini and Western Alliance Bancorp. We sold Carbonite,

Corcept Therapeutics, Dave & Buster’s and Genomic Health.

Horizon Therapeutics is a specialty pharma company that has historically supplied a handful of

primary care products but has recently shifted to treatments for several rare diseases. Its

treatment for severe gout is growing nicely and we see a multi-year outsized growth profile. In

addition, we believe based on a recent favorable FDA panel recommendation that Horizon will

receive approval for the first treatment for thyroid eye disease, a debilitating condition with no

good current treatments.

Mobile Mini is a leading portable storage solutions and mobile office provider with 25% North

American market share. Rental business makes up 95% of revenue, which creates a solid base

of recurring income from which the company can grow organically and via acquisition. The

company's premium offering should drive above-market price realization, while a focus on

national accounts creates a stickier customer base and margin expansion. Mobile Mini has

successfully diversified its business and can easily adjust investments in a downturn, creating a

more stable business with solid growth.

Western Alliance Bancorp is a Western-US focused bank with an emphasis on providing

financing and banking services to commercial and industrial businesses including office, retail,

and hospitality. We like the company’s mix of strong loan growth and high credit quality

which should allow the company to grow in a low rate environment while being better suited to

withstand a downturn in the credit cycle should that transpire.

We sold Corcept Therapeutics due mainly to management announcing an estimated 1-year

delay in completing the trial for its next-generation Cushing’s disease treatment. This could

leave a gap between when a generic supplier could enter the market in late 2020, hurting

Corcept’s current drug, and the potential launch of the new drug in late 2021/2022.

Dave & Buster’s continues to face fundamental headwinds to its business from intense

competition as well as a failure to adapt to changing food preferences. We saw better

opportunities elsewhere and decided to exit the position.

As mentioned above, we sold Carbonite following its acquisition by Open Text and sold

Genomic Health due to the takeout offer from Exact Sciences.
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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 Cap Growth Composite includes all fully discretionary, fee-paying and non-fee-paying,

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

quarter. The composite was created on October 1, 2008. 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 1.50% 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 2000® Growth

Index which measures the performance of the small-cap growth segment of the U.S. equity universe. It

includes those Russell 2000 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 Cap Growth composite. The representative account was

selected because it closely reflects the AMI Small 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 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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