
7500 Old Georgetown Road, Suite 700          Bethesda, MD 20814         profitfunds.com

Profit Small Cap Composite 3Q15 Quarterly Review

  ANNUALIZED PERFORMANCE* (PRELIMINARY AS OF 9/30/15)

                            Since Inception 
                                                                                                    3QTR                 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                                   -8.56%   -8.56%       -0.48%  -0.64%     5.57%   5.21%      13.50%   12.93%       11.61%     11.05%      8.97%   8.46%

Russell 2000 Index                                                 -11.92    -11.92         -7.73    -7.73          1.25        1.25         11.02      11.02         11.73       11.73           7.12      7.12 
Russell 2000 Growth Index                                   -13.06   -13.06         -5.47    -5.47          4.04        4.04         12.85      12.85          13.26        13.26           8.27      8.27

*  All returns are in US dollars and do include the reinvestment of income. Past performance is not indicative of future results. Returns are presented gross of fees and 
net of the maximum management fees and do not include custodial and/or administrative fees.

PROFIT SMALL CAP COMMENTARY
Small Cap vs. Russell 2000 Growth

The Small Cap Portfolio returns outpaced 
the Russell 2000 Growth benchmark by 
450bps for the quarter, (-8.56% versus 
-13.06%). The majority of the outper-
formance came from the information 
technology and healthcare sectors. Slightly 
offsetting the strong performance was the 
detraction coming from the financial sector. 

(+)  Shares of IPC Healthcare (IPCM) were 
up 40% for the quarter adding 147bps of 
attribution. The stock was up after the 
Company agreed to an acquisition offer 
of $80.25 a share from TeamHealth. The 
deal is expected to close in the upcoming 
quarter. TeamHealth is looking to gain ex-
posure to the Medicare bundling program 
and add additional medical staff. The deal 
will allow TeamHealth, which provides 
contract workers for emergency rooms and 
hospitals, to expand into IPC’s specialist 
area of post-acute care and add nursing 
homes and assisted-living facilities to the 
portfolio.

(+)  Shares of Take-Two (TTWO) were 
up 4% for the quarter adding 78bps of at-
tribution. The stock’s strong performance 
during the quarter was due to their strong 
earnings report in August. The Com-
pany beat expectations across the board. 
More importantly, the earnings report 
also indicated that Take-Two continues 
to benefit from the transition in their 
business model. They are engaging their 
customers beyond the initial game sale 
through the use of multiplayer options and 
releasing downloadable content. This shift 
is creating more recurring revenue for the 

company, improving margins and reducing 
the Company’s dependence on new game 
releases.

(+)  Shares of EPAM Systems (EPAM) 
were up 4% for the quarter adding 75bps 
of attribution. The company posted a 
strong earnings report early in the quarter 
that exceeded expectations across the 
board. We are incrementally more positive 
on the story because the Company is expe-
riencing increased demand for its services. 
Additionally, the Company continues 
to convert its pipeline into new engage-
ments. Longer term, as companies look to 
improve and grow their digital strategy, 
EPAM should be a key beneficiary. To date 
the uncertainty in Eastern Europe, where a 
large portion of their employees are based, 
has had little effect on their business.  
 
(-)  Shares of Lifelock (LOCK) were down 
50% in the quarter and detracted 125bps 
of attribution. The stock sell off was due 
to the announcement by the Federal Trade 
Commission (FTC) that indicated they had 
filed suit against the Company for not ful-
filling their obligations under the 2010 set-
tlement. The settlement in 2010 focused 
on two specific areas of the company’s 
marketing and security. Security appears 
to be the main focus this time. The FTC 
is alleging that Lifelock failed to maintain 
a comprehensive information security 
program. They falsely advertised security 
and failed settlement obligations around 
record keeping. The news was devastat-
ing and led us to exit the name. Prior to 
the FTC announcement we had concerns 
about the Company’s leadership due to 
problems in the past, however we thought 
they had turned a corner. We continue to 

believe that the Company will benefit in 
the increasing amount of money consum-
ers are spending to protect their personal 
data but we have lost faith in the leader-
ship of this company.    

(-)  Shares of Comtech Telecommunica-
tions (CMTL) were down 28% for the 
quarter, detracting 27bps of attribution. 
The company missed street projections 
on the top and bottom line due to the 
negative impact from the uncertain macro 
environment in oil producing nations 
and China. Specifically, the declining oil 
prices over the last couple of quarters has 
strained the economy in these countries 
and hurt their ability to buy their products. 
Historically, the majority of their satellite 
earth station products were sold in China. 
The slowdown in China has reduced the 
demand in this country as well. Going 
forward we don’t believe the environment 
for Comtech’s products is likely to change 
in the short run and we are evaluating our 
position in the name.    

(-)  Shares of G-III Apparel (GIII) were 
down 12% for the quarter but added 8bps 
of attribution. G-III management sounds 
bullish regarding current trends and the 
order book. The high teen’s topline and 
bottomline growth for the next several 
years is achievable and supported by the 
company’s track record. We believe the 
most significant sources of growth are 
Vilebrequin, G.H. Bass, and the recently 
announced strategic partnership with 
Karl Lagerfeld—with 5-year licenses to 
manufacture and distribute women’s ap-
parel, handbags, and men’s outerwear in 
North America.    
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TOP TEN HOLDINGS* AS OF 9/30/15

Take-Two Interactive Software 5.12%

EPAM Systems 4.98

Fair Isaac Corporation 4.32

OmniVision Technologies 4.25

IPC Healthcare 4.12

LifePoint Health 3.95

G-III Apparel Group 3.82

Insperity, Inc. 3.54

John Bean Technologies Corp. 3.27

Euronet Worldwide 3.03

*as a % of holdings

A CLOSER LOOK
Profit Investments, is an investment advi-
sory 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 exhib-
iting characteristics of strong fundamentals, 
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 9/30/15

 Small Cap  R2000  R2000G

EPS Growth (3-5 yr) 14.70  14.60  18.50

EPS Growth (3 yr) 8.60  14.90  15.00

P/E (12 Mo Forecast) 19.5  17.4  19.8

Dividend Yield 0.49  1.47  0.72

PEG Ratio†  1.32  1.19  1.07

Price to Book 4.40  5.20  7.10

Mkt Cap (Weighted Mean $) 2.35B  1.78B  1.96B

*Supplemental Information 
†P/E Growth ratio

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 Investment Management LLC (“Profit”) is an SEC registered investment adviser. For more detailed 
information regarding the products and services offered by Profit, please visit www.adviserinfo.sec.gov.

Information provided has been obtained from sources believed to be reliable, but the accuracy of the 
information cannot be guaranteed. The views expressed are as of the quarter-end and are subject to change 
at any time without notice. These views not intended to predict the performance of any individual security, 
market sector, or portfolio and should not be considered a solicitation or recommendation of any security.

The Russell 2000 Index and Russell 2000 Growth Index are unmanaged indexes of 2000 stocks designed to 
measure the performance of the small-cap segment of the U.S. equity marketplace. You cannot invest directly 
in an index. These indices may represent a more diversified list of securities than those recommended by 
Profit. Additional information on any index is available upon request.

The stocks on this page represent the top and bottom stocks based on Attribution Analysis—the opportunity 
cost of our investment decisions relative to the overall benchmark. The top contributors/detractors do not 
represent all securities held within client portfolios or purchased/sold during the period. To obtain a list 
showing the contribution of each holding that contributed to overall performance during the quarter and the 
calculation methodology, please call the number listed below.

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 ($552M, 78%)
Small Cap ($59M, 8%)
Mid Cap ($71M, 10%)
Social ($25M, 4%)

Public ($492M, 70%)
Corp ($80M, 11%)
Mutual Fund ($16M, 2%)
Taft-Hartley/Union ($75M, 11%)
Endowment ($44M, 6%)

PROFIT INVESTMENTS


