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Emerging Markets Small Cap Strategy 

Representative Commentary — 2Q21 

Performance       
       
   Annualized 

 2Q21 1YR 3YR 
Since Inception 

(1/1/2017) 

Emerging Markets Small Cap Composite (Gross) 14.27% 64.05% 17.93% 17.51% 

Emerging Markets Small Cap Composite (Net) 13.97% 62.33% 16.66% 16.24% 

MSCI Emerging Small Cap (Net) Index 11.25% 63.75% 12.30% 13.04% 
 
Please see the important performance and other related disclosures at the end of this Commentary, which are an integral part of this 
quarterly Commentary Newsletter. 

The global equity markets continued to treat the 
pandemic’s initial economic toll as a passing blip. In the 
second quarter, there were meaningful gains with many 
indexes approaching—or well into—double-digit gains for 
the first half of 2021 (not to mention annualized double-
digit gains since the pre-pandemic highs of February 
2020). For the quarter, U.S. equities led with gains of 8% 
compared with 5% for both non-U.S. developed and 
emerging markets equities. There was a shift in market 
preferences, with greater rewards accruing to the growth 
and large capitalization indices in the second quarter, 
compared with the dominance shown by value and small 
capitalizations earlier in the year.  
 
Global economic activities continued unabated in the 
quarter, with the only hindrance from depleted inventories 
or higher labor costs. Although the rates of expansion 
slowed slightly in June, measures of economic expansion 
for manufacturing and services worldwide reached peaks 
mid-quarter that had not been seen in 15 years. The 
unflagging demand pushed commodity prices to their 
highest levels since 2014, which included significant price 
gains for oil and natural gas.  
 
Within the emerging markets, Latin America markets saw 
the strongest gains. With inflation pressures on the rise, 
central banks in Latin America raced to raise their 
benchmark interest rates. Asian equities also reported 
modest gains though policy tightening weighed on relative 
performance in China. Progress has been made in India to 
combat the surge in COVID-19 cases while Taiwan 
struggled with an outbreak in May. Several countries 
around the world also saw concerning case increases due to 

new strains arising, slower-than-expected progress in 
vaccinations, and possibly premature loosening of COVID-
related restrictions.  
 
Portfolio Performance Attribution 
The portfolio outperformed the MSCI Emerging Markets 
Small Cap Index in the second quarter of 2021 and for the 
year-to-date time frame. For the quarter, EMEA slightly 
detracted from performance but that was offset by relative 
strength in Asia and Latin America.  
 
Regional Performance: Asia 
Our holdings in China detracted from performance this 
quarter but were offset by strength in Taiwan and India. 
Starting with the detractors, China-based LBX Pharmacy 
Chain missed its first quarter results as competition from 
other pharmacy chains and online formats intensified. In 
light of the rising risks, we sold the name with a -23% 
decline for the period that it was held throughout the 
quarter. Another detractor was Chinese data center and 
cloud services provider Beijing Sinnet Technology.  They 
reported a revenue miss and announced the cancellation of 
a data center project as they failed to obtain the necessary 
power allocation. As operational challenges from stricter 
power quotas may continue to linger, we exited our 
position with its share price correcting -16%. Shares of 
Chinese network security solutions and services provider 
Venustech Group retreated -12%. We added to our 
position after the Chinese government issued additional 
guidance highlighting the importance of cyber security. As 
a large incumbent provider to governments and cities, 
Venustech should benefit from that tailwind. Delivering 
better performance was Chinasoft, one of the largest 

 
         

                    
 



Information Technology services providers in China. In 
early June, Huawei officially launched HarmonyOS 2.0 for 
smartphones, and stated the new operating system will be 
used across multiple devices. With its deep knowledge of 
HarmonyOS, Chinasoft will benefit from the accelerated 
growth of this ecosystem. Shares climbed 67% for the 
quarter and we sliced some exposure into strength.   
 
Across the strait, recent flare-ups of COVID-19 cases in 
Taiwan temporarily led its equity markets lower.  We used 
the market dislocation to opportunistically add on 
weakness and benefitted from the subsequent rebound. 
WinWay Technology is a leading supplier of integrated 
circuit testing interfaces in Taiwan. Shares dropped -25% 
due to concerns of possible interruptions to its production 
and we added to the name on its share price weakness. 
Better was eCloudvalley (“ECV”), the leading Amazon 
Web Services Cloud Managed Services Provider (MSP) for 
the Greater China Region.  We believe the company is well 
placed for the continuing digital transformations and cloud 
migrations in the region. During the pullback amid the 
island’s COVID-19 scare, we added to our position. Shares 
of ECV climbed 70% for the quarter.  The portfolio’s 
greatest contributor for this quarter was Taiwan’s leading 
online third-party payment processor for small and medium 
sized businesses, Green World Fintech Service 
(“ECPay”). ECPay commands a 75-80% market share 
among SMEs and helps merchants accept various forms of 
payments (credit cards and e-wallet apps such as Apple 
Pay, Samsung Pay, Line Pay). Taiwan’s COVID-19 
lockdown accelerated adoption of digital payments and 
shares have ascended 160% since we purchased the name.  
We believe the proliferation of smaller e-commerce 
businesses and continued progress from its existing 
customers will propel ECPay’s growth going forward. 
 
In nearby Korea, Douzone Bizon is the country’s top 
enterprise resource planning (ERP) software provider with 
a leading small and medium-sized enterprises (SME) 
accounting solution.  First quarter results were light but 
long term guidance remains intact.  We expect Douzone to 
continue to gain share in the domestic ERP market and 
SME tax filing segment.  We added to our exposure as 
shares corrected by -15%.  Another detractor was 
Thailand-based Plan B Media which specializes in out-of-
home media advertising such as transit, outdoor, shopping 
malls, and airports. The Company’s network covers major 
strategic areas in Bangkok and other key economic zones 
in Thailand. They reported a sharp year-on-year profit 
decline in 1Q21 due to the negative impact of COVID-19 
on the media industry.  With lower conviction in the 
tourism rebound in the near term, we exited the name 
which declined -27% throughout the period.   
 
Moving to areas of strength, ICICI Securities (“ISEC”) is 
one of the largest retail and institutional equities brokerage 
firms in India. India emerged among Asia’s top-performing 
markets for the quarter, even as the country battled a 

massive resurgence of COVID-19 cases. The mobility 
restrictions translated into higher trading volumes, which 
benefitted ISEC and lifted its shares by 58%. Another 
contributor was the country’s leading logistics provider, 
TCI Express India. Despite COVID-19, TCI continues to 
execute and deliver strong performance metrics. They 
experienced an increase in volume and price increases, 
paving the way for gross margins to expand. Management 
guided for a doubling of topline and quadrupling of profits 
in four years. We added to the name early in the quarter but 
exited on back of its 46% share price advance.   
 
Regional Performance: Latin America 
Latin America generated positive relative returns primarily 
due to our holdings in Brazil and our relative overweight to 
the region. Better with a 56% share price gain was our new 
holding Lojas Quero-Quero (LQQ), Brazil’s largest 
home improvement chain. It is a “unique species” in the 
Brazilian retail environment, with a store model catered to 
small cities in the country, where professional home 
improvement competitors have limited presence. The 
company reported a strong quarter as the home 
improvement market is continuing to surprise on the upside 
and LQQ seems to be growing faster and gaining market 
share with solid profitability. Further, the company's move 
into ecommerce seems to have started well. Rebounding by 
39% was Brazil’s largest medical education company, 
Afya Limited. They delivered positive 1Q21 results and 
announced the acquisition of UNIGRANRIO, a post-
secondary education institution that offers medical and 
health-related courses in the state of Rio de Janeiro. They 
also plan to launch a new SaaS-based (Software-as-a-
Service) product later in the year.  
 
Regional Performance: EMEA 
Our holdings in EMEA detracted from performance 
primarily owing to selection.  South Africa based 
Cashbuild Ltd. is a retailer of building materials in South 
Africa.  The country’s Competition Authority shared a 
negative view on Cashbuild’s purchase of The Building 
Company (TBC) hampering a key positive trigger and 
resulting in a -6% pullback. The acquisition of TBC would 
have allowed Cashbuild to reach 500 stores nationwide and 
consolidate its sector leadership.  We pared our exposure 
on back of the news. Delivering better performance was 
Dis-Chem Pharmacies, one of the two leading pharmacy 
chains in South Africa.  The market expects Dis-Chem to 
benefit from recovering foot traffic to destination malls. 
For its wholesale operations, increased demand from 
independent convenience pharmacies, and the addition of 
The Local Choice Group franchise pharmacies into Dis-
Chem’s wholesale network should support the company’s 
operating leverage and profitability. As the company 
gained operational momentum, shares climbed 45% and 
reached our target price - we used the opportunity to exit 
the name. 
 
 



Conclusion 
Though TimesSquare continues to operate remotely outside 
of our NYC office, we expect to have a gradual return in 
the fall. In the meanwhile, we are very pleased to announce 
that Reuben Scherzer joined TimesSquare in June as a 
Research Analyst. Reuben is responsible for coverage of 
Europe and other non-U.S. regions within the Developed, 
Emerging, and Frontier Markets. 
 
Heading into the second half of 2021, market returns 
continue to anticipate economic growth as their focus turns 
to 2022 and the pain of 2020 fades. However, the amount 
of growth already reflected in current valuations is 

debatable. Higher vaccination rates bolster the outlook, 
though the appearance of COVID-19’s delta variant 
generates anxiety. The pace of inflation means the 
transitory period may last longer than some expect, though 
the Federal Reserve seemed less concerned about inflation 
as much as beginning internal discussions on tapering its 
monetary easing stance. All told, we see the typical 
mixture of opportunities and risk that we as active 
investors seek to balance in our bottom-up assessments. As 
always, we are available for any questions you might have 
as we endeavor to protect and grow the assets you have 
entrusted with us. 

 



General Disclosure: 
 
The holdings discussed represent a particular point in time. It should not be assumed that the securities continue to be held, and/or 
continue to be held in the same percentage, and/or were held continuously throughout the period. In addition, the holdings of a particular 
client account may differ from the information provided. Securities discussed do not represent the entire portfolio and, in aggregate, may 
represent only a small percentage of a portfolio's holdings. Information is subject to change without notice. It should not be assumed that 
any of the securities discussed were or will prove to be profitable.  Past performance does not guarantee future results. 
 
The opinions and information expressed and provided are for general information only and are not intended to provide specific advice or 
recommendations but rather, a basis from which strategies can be built, taking into account the specific objectives of each portfolio, in 
terms of return, time horizon, and risk constraints, as well as diverging investment perspectives and assumptions. All material has been 
obtained from sources believed to be reliable, but its accuracy and completeness are not guaranteed. 
 
This document, which is being provided on a confidential basis, shall not constitute an offer to sell or the solicitation of any offer to buy 
which may only be made at the time a qualified offeree receives a confidential private offering memorandum (“CPOM”), which contains 
important information (including investment objective, policies, risk factors, fees, tax implications and relevant qualifications), and only in 
those jurisdictions where permitted by law.  In the case of any inconsistency between the descriptions or terms in this document and the 
CPOM, the CPOM shall control.  These securities shall not be offered or sold in any jurisdiction in which such offer, solicitation or sale 
would be unlawful until the requirements of the laws of such jurisdiction have been satisfied.  This document is not intended for public use 
or distribution.  While all the information prepared in this document is believed to be accurate, TimesSquare Capital Management, LLC, 
makes no express warranty as to the completeness or accuracy, nor can it accept responsibility for errors, appearing in the document. 
 
Composite & Performance Disclosure: 
 
Performance is measured against the MSCI EAFE Small Cap (Net) Index. MSCI EAFE Small Cap (Net) Index is a trade or service mark of 
MSCI Inc. The MSCI EAFE Small Cap (Net) Index is an unmanaged, market-weighted index of small companies in developed markets, 
excluding the U.S. and Canada. Its returns include net reinvested dividends but, unlike the Composite returns shown, do not reflect the 
payment of sales commissions or other expenses incurred in the purchase or sale of the securities included in the Index. All indexes, 
including the MSCI EAFE Small Cap (Net) Index, are based on gross-of-fee returns, including net reinvested dividends. 
 
This composite generally invests in MSCI EAFE stocks with market capitalizations below $5.0 billion at time of purchase. Portfolios will 
hold approximately 70-75 securities. The process is fundamental research driven.  Historical turnover has averaged 41% per year.  
Composite inclusion threshold $500,000.   Fee basis is 100 points.  The composite creation date is April 1, 2012. 
 
This composite had a significant cash flow policy from April 1, 2015 to December 31, 2016.  A significant cash flow is defined as an 
external flow that exceeds 10% of the composite’s market value on the day of the cash flow. Effective 01/01/2017, the significant cash flow 
policy has been removed. 
 
The performance figures shown are calculated in U.S. dollars on a size-weighted basis and reflect the reinvestment of dividends and other 
earnings, and the deduction of brokerage commissions and other transaction costs.  Performance is provided on a gross basis (before the 
deduction of management fees) as well as net of the standard fee schedule listed for this strategy during the period presented.  Actual fees 
may vary depending on, among other things, the applicable fee schedule and portfolio size.  TimesSquare’s fee schedule is available upon 
request and may also be found in Part 2A of our Form ADV.  Investment advisory fees generally charged by TimesSquare are described in 
Part 2A of its Form ADV. To illustrate performance net of fees, assume $20,000,000 is placed under management for ten years sustaining 
10% compound gross total return.  If an advisory fee of 1.00% of average assets under management is charged per year, for each year of 
the ten-year period, the resulting compound annual return would be reduced to 9.0%.  The ending dollar value of the account would be 
$47,347,274 compared with the unreduced account value of $51,874,849.  
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