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Profit Small Cap Composite 2Q15 Quarterly Review

  ANNUALIZED PERFORMANCE* (PRELIMINARY AS OF 6/30/15)

                            Since Inception 
                                                                                                    2QTR                 YTD                        1 Year                      3 Years                    5 Years                 (3/31/05)

                                                                                             GROSS     NET           GROSS     NET          GROSS     NET               GROSS      NET              GROSS       NET             GROSS     NET

   Profit Small Cap Composite                                   2.77%   2.27%       8.84%  8.80%        8.31%   8.23%      18.79%   18.34%       15.80%     15.31%      10.16%   9.68%

Russell 2000 Index                                                    0.42     0.42          4.75     4.75            6.49        6.49          17.81      17.81         17.08       17.08           8.64      8.64 
Russell 2000 Growth Index                                      1.98     1.98          8.74     8.74         12.34      12.34         20.11      20.11          19.33        19.33           9.97      9.97

*  All returns are in US dollars and does include the reinvestment of income.  Past performance is not indicative of future results. 

PROFIT SMALL CAP COMMENTARY
Small Cap vs. Russell 2000 Growth

The Small Cap Portfolio bested the Russell 
2000 benchmark by 79 bps for the quarter 
(+2.77% portfolio return vs. +0.42% bench-
mark return). Information technology and 
consumer discretionary were the strongest 
performing sectors, adding 113 bps and 87 
bps of attribution, respectively. Health care 
and industrials lagged in the quarter, 
detracting 88 bps and 40 bps of attribution, 
respectively.  

(+)  Shares of G-III Apparel (GIII) were up 
almost 25% for the quarter, adding 107 bps 
of attribution. In early June, the company 
reported a strong quarterly result, with 
revenues and earnings coming in far ahead 
of expectations. Strength in revenues was 
broad-based and strong SG&A leverage 
contributed to the material earnings beat. 
The year is off to an excellent start and 
management remains bullish on current 
trends and the order book. We believe 
high-teens topline and bottom line growth 
for the next several years is achievable, 
supported by the company’s track record 
and growth in Vilebrequin, G.H. Bass, and 
the Ivanka Trump license. 

(+)  Shares of EPAM Systems (EPAM) 
were up 16% for the quarter adding 65 bps 
of attribution. The Company continues to 
be considered the best-in-class provider of 
next-gen solutions with differentiation 
derived from utilizing an underpenetrated 
near-shore delivery region. They continue 
to have a considerably higher-than-average 
mix of revenue generated by next-gen 
offerings (60%+ of revenue) which 
enables faster growth, while lack of legacy 
systems allows EPAM to focus on its core 

competencies. Over the next few years, we 
believe they will have low-to-mid 20% 
organic growth. This near-term growth 
should be sustainable based on strong 
demand in the Financial and Healthcare 
verticals, untapped opportunity in Europe 
and the ability to increase pricing.

(+)  Shares of LifePoint Health (LPNT) 
were up almost 18% in the quarter, adding 
57 bps of attribution. In late June, the 
Supreme Court upheld a key component of 
the Affordable Care Act (ACA), allowing 
subsidies for people living in all 50 states. 
The decision to uphold the legality of these 
health insurance subsidies removes an 
overhang for hospitals, such as LPNT. This 
ruling improves the long-term visibility 
into financial results for hospitals, due to 
the continuing rise in the number of 
individuals with health insurance in the 
U.S.   
 
(+)  Shares of LifeLock (LOCK) were up 
over 16% for the quarter, adding 31 bps of 
attribution. In late April, the company 
reported an inline quarterly result, but 
fundamentals remain strong and manage-
ment raised FY2015 guidance modestly. 
Ongoing FTC fine negotiations remain an 
overhang and are causing heightened 
volatility in the stock, but we continue to 
see LOCK as a high-growth, highly-profita-
ble company. 

(-)  Shares of Insteel Industries (IIIN) were 
down over 13% in the quarter, detracting 
46 bps of attribution. In April, the 
company reported a disappointing 
quarterly result. Revenues and earnings 
fell materially short of expectations, driven 
by the impact of weather on shipments, 
higher unit conversion costs, and lower 

spreads from higher cost inventory. This is 
a stock that is largely driven by macro 
developments related to non-resi construc-
tion activity, so the dip in the Architectural 
Billings Index (ABI) to 48.8 in April also 
hurt sentiment. However, the billings 
index bounced back in May to 51.9, which 
is the strongest reading since December 
2014.   

(-)  Shares of Boston Beer Company (SAM) 
were down over 13% for the quarter, 
detracting 33 bps of attribution. In April, 
the company reported a mixed quarterly 
result, with revenues falling short of 
expectations and FY2015 guidance below 
estimates, but earnings exceeded consen-
sus due to lower SG&A. Shares have 
underperformed YTD due to concerns of 
slowing top-line growth, but we are not 
concerned. The company has consistently 
demonstrated its ability to gain market 
share thanks to its razor-sharp focus on 
product quality and brand strength.      

(-)  Shares of American Equity Investment 
Life (AEL) were down over 7% for the 
quarter, detracting 31 bps of attribution. 
The company reported a solid quarterly 
result in late April, with better than 
expected sales volume, but the low interest 
rate environment remains a headwind for 
earnings, which continues to weigh on the 
stock. But, we remain upbeat on the 
outlook for indexed annuities, AEL’s only 
product, given favorable demographic 
trends.     
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TOP TEN HOLDINGS* AS OF 6/30/15

Take-Two Interactive Software 4.34%

EPAM Systems, Inc 4.34

LifePoint Health, Inc. 4.21

Fair Isaac Corporation 4.18

G-III Apparel Group, Ltd. 3.98

Insperity, Inc. 3.81

OmniVision Technologies 3.79

Forward Air Corporation 3.10

American Equity Investment Life 3.02

John Bean Technologies Corp.  2.99

A CLOSER LOOK
Profit Investments, is an investment 
advisory firm that serves institutional  
and retail clients investing in U.S.  
equities. Profit Investments seeks a long-
term strategy of maximizing  
wealth while minimizing risk.

PORTFOLIO MANAGER
Eugene Profit founded Profit Investments 
and is the Portfolio Manager. He has more 
than seventeen years of portfolio manage-
ment and investment research experience. 

OBJECTIVE & STRATEGIES
Profit Investments seeks to provide inves-
tors with a high long-term total return, 
consistent with the preservation of capital 
and maintenance of liquidity, by investing 
primarily in the common stocks of estab-
lished companies.

Our strategy is to invest in companies 
exhibiting characteristics of strong funda-
mentals, solid growth rates and attractive 
franchises with sustainable competitive 
advantages. A stock’s price should reflect a 
discount to its intrinsic value at the time 
of purchase.

SMALL CAP COMPOSITE CHARACTERISTICS* AS OF 6/30/15

 Small Cap  R2000  R2000G

EPS Growth (LT) 15.70  15.60  19.70

EPS Growth (Hist) 17.10  15.20  17.40

P/E (12 Mo Forecast) 30.50  40.00  48.2

Dividend Yield 0.42  1.30  0.63

PEG Ratio (12 Mo Forecast) 1.94  2.56  2.45

Price to Book 4.60  5.10  8.10

Mkt Cap (Weighted Mean $) 2.42B  1.90B  2.09B

*Supplemental Information

Profit Small Cap Equity Composite contains fully discretionary small cap equity accounts that utilize the 
Profit Investment Management proprietary investment process to invest in domestic equity securities that 
have a market capitalization of $200 million to $2.5 billion for comparison purposes, the Composite  is 
measured against the Russell 2000 and Russell 2000 Growth Index.  The Russell 2000 Growth Index was 
added as a secondary index for comparison purposes on January 1, 2011.  The minimum account size for this 
composite is $500,000; prior to June 30, 2009, the minimum was $250,000.  After June 30, 2009, the 
minimum was $1 million and had been reduced to $500,000 on November 1, 2011.

A compliant presentation and/or a list and description of all firm composites is available upon request.

Profit Investments claims compliance with the Global Investment Performance Standards (GIPS®).  

ASSETS BY CLIENT TYPE ASSETS BY STRATEGY

CONTACT

888.335.6629
profitfunds.com

Large Cap ($748M, 79%)

Small Cap ($80M, 8%)

Mid Cap ($79M, 8%)

Social ($34M, 4%)

Public ($556M, 59%)

Corp ($228M, 24%)

Mutual Fund ($15M, 2%)

Taft-Hartley/Union ($89M, 9%)

Endowment ($54M, 6%)


