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LWM FUND SPOTLIGHT 
HERIOT GLOBAL SMALLER COMPANIES FUND 

 

INVESTMENT OBJECTIVE  

The aim of the Fund is to provide capital appreciation over the long term (5 years or more). The 
Fund will invest at least 90% of its assets in shares of companies, globally. The Fund is not 
constrained by a benchmark and will invest in shares of companies in any country and in any 
sector. These will typically, at the time of initial purchase, have a market capitalisation that is no 
larger (by market capitalisation) than the largest company in the MSCI ACWI Small Cap Index 
(the “Index”). The Investment Adviser will monitor the market capitalisation of companies held 
and will, using its discretion, seek, at the timing of its choice, to dispose of those holdings where 
the company’s market capitalisation has consistently outgrown that of the largest company in 
the Index. 

 

INCEPTION DATE 27th September 2021 

FUND FACTSHEET  https://www.trustnet.com/factsheets/O/dnoo/heriot-
global-smaller-companies/  

 

MANAGEMENT  

Manager Name Start Date 

Andrew Brown 27th September 2021  
 

RATIO DATA (1-years)  
 

Alpha Beta Max 
Drawdown 

Max Gain Max Loss Negative 
Periods 

Positive 
Periods 

Tracking 
Error 

-12.49 0.99 -11.47 7.52 -7.60 20 23 9.34 

 
OTHER DATA 
 

Benchmark MSCI ACWI Small Cap 

Fund Size £10.5 million 

Fees 0.50% (I Share Class) 

 

BULL POINTS (PRO) BEAR POINTS (CONS)  

• Specialist fund house. 

• Focus on high quality businesses. 

• Ready made data base of information. 

• Strong in-house team.  

• Focus on what they are good at.  
 

• Short track record.   

 
 
 
 

https://www.trustnet.com/factsheets/O/dnoo/heriot-global-smaller-companies/
https://www.trustnet.com/factsheets/O/dnoo/heriot-global-smaller-companies/
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FUND PERFORMANCE  
 

 
 
Please note that past performance is not a reliable indicator of future returns, and the value 
of your investments can fall as well as rise. The total return reflects performance without sales 
charges or the effects of taxation but is adjusted to reflect all on-going fund expenses and 
assumes reinvestment of dividends and capital gains. If adjusted for sales charges and the 
effects of taxation, the performance quoted would be reduced. 
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VOLATILITY / RISK SCORE 
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SECTOR WEIGHTINGS 
 

 
 
REGION WEIGHTINGS 
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TOP TEN HOLDINGS 
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FACTOR PROFILE  
 

 
STYLE MEASURES (MARKET CAP) 
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LWM FUND ANALYSIS 
 

Dundas Global Investors do one thing, and one thing well. They manage global equities 
within a consistent team and process throughout. The original strategy is the Apostle 
Dundas Global Equity Fund for clients in Australia and New Zealand, and in the UK the 
strategy they launched was the Heriot Global Fund. They see themselves as journalists and 
students and look to learn about stocks and the underlying world. They write up every stock 
they look at and over time have built a bank of 700 small cap stocks they have researched. 
 
The Heriot strategy does not hold small cap and so the smaller cap strategy was built to tap 
into this bank of information. Their argument is that investing in small cap doesn’t have to 
be risky if you tap into the right part of the market. The style follows the main strategy. It 
looks for high quality companies that grow their dividends, market leading specialist 
businesses with durable positions through sustainable competitive advantages, 
reinvestment which creates wealth through compounding and decades of growth.  
 

 
It is within that sweet spot that they look to identify opportunities and control the risk 
normally associated with small cap. This strategy by its very nature is different to index with 
a 98% active share class. 
 
It is worth adding that although this is not a dividend strategy, dividends are an important 
element. 
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The tendency with small cap is to invest until they expand then sell. They take a different 
approach. As an example, Badger Meter is a manufacturer and marketer of products 
incorporating flow measurement, quality, control, and other system solutions serving 
markets worldwide. As a niche business it remains a small cap company but is expanding 
into other markets and so has decades of growth ahead.  
 
Another example is Brembo Brakes who are leading supplier of disc brake technology. One 
of the key elements of this is that they are used across different manufacturers of electric 
vehicles. This is not about selecting who will win in the electric car race but about 
participating in the race in a way that either way they will win.  
 
What they are happy with is the concept of getting rich slowly. They are not looking for the 
big next thing to happen like, Nvidia, equally they want to avoid companies that are 
operating in declining markets. 
 
The chart below is key to how they manage money:  
 

 
 
How companies use cash is as important as the dividend. Everything must come together to 
deliver the return. This is not about buying on hope but a variety of fundamentals. They use 
a method of sifting which means the portfolio has exposure to 31 economic drivers of 
returns. This is not a thematic fund but by the mature of what they do it is tapping into the 
key themes around the world.  
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The research process is shown below:  
 

 
We talked about how they hunt out good businesses. They explained that CEOs are 
salespeople. They look to screen out boom and bust strategies and look to those companies 
that are committed to growing dividends. This is a good indication of quality. Engagement is 
important but also making sure this is strategic and relevant. Importantly they believe you 
should never take anything on trust. It is about observing behaviour and what is actually 
happening. 
 
The chart below shows the investment team. As a team they believe in honest discussions. 
The comment they use is “truth emerges from a good argument between friends”. Honest 
discussions are key to developing the strategy and within this they may not always agree. 
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The danger with many strategies is egos and biases. Their approach is to take this off the 
table. Open discussion and a generalist approach means that they are developing something 
that they believe is very different for investors.  
 
We touched on Mergers & Acquisitions (M&A), and this is something they accept happens. 
It is not something they look for but when it happens, often it is at a premium. Examples of 
recent M&A.  
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In summary, we know the large cap global fund well. To adopt the same process and team 
into a small cap strategy seems to make sense. The idea that small cap can be a long term 
holding if you select the right company is perhaps what really makes this different. Small cap 
has been challenged and when the market turns this could be the area that recovers fastest.  
 

 
On the downside, this has a limited track record and that might discourage investors until a 
longer term history is built.  
 
The source of information in this note has been provided by Dundas and is correct as of 
September 2023. These are notes from meeting the fund manager or representative and 
should not be seen as a recommendation to purchase any fund mentioned. Any reference 
to shares is not a recommendation to buy or sell. Should you wish to make a decision based 
on these notes we cannot take responsibility for this, and you should carry out your own 
research before making a decision. We would also recommend that you receive advice 
before following up on any decision. 
 

 

 

LWM Consultants Ltd is authorised and regulated by the Financial Conduct Authority. FCA 
Number 728107. Registered in England & Wales under Company Number 07408315. 

Registered Office: The Garden Suite, 23 Westfield Park, Redland, Bristol, BS6 6LT 
 


