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Past performance is no guarantee of future results. The investment return and principal value of this portfolio 

and any particular holdings may fluctuate. Portfolio holdings are subject to change without notice. 

MARKET ENVIRONMENT  

International equities finished higher during the 

quarter with 9 of 11 GICS sectors posting positive re-

turns. By sector, financials and industrials contrib-

uted the most to market returns, while information 

technology and consumer discretionary were the 

sole detractors. By country, Germany and the U.K. 

were the standout contributors to market perfor-

mance, while Denmark and Australia detracted. 

  

PORTFOLIO PERFORMANCE 

The portfolio’s return was  8.15% (net) for the report-

ing period. This compares to the MSCI World ex USA 

Small Cap Index that returned  3.40% for the same 

period. 

Top contributors: 

• ISS was a contributor during the quarter. The 

Denmark-headquartered diversified support 

services company’s stock price rose after it 

posted solid fiscal-year 2024 earnings, which 

were broadly in line with consensus expecta-

tions. Better-than-expected topline growth was 

primarily a result of favorable pricing trends and 

elevated project work. In addition, manage-

ment announced a DKK 2.5 billion buyback pro-

gram that is expected to be completed in 2025, 

which we view as significantly value positive 

and surpassed market expectations. We appre-

ciate management’s focus on profitable 

growth and believe there is a significant runway 

for continued growth and modest margin ex-

pansion. 

• Loomis was a contributor during the quarter. The 

Sweden-headquartered cash infrastructure ser-

vices company’s stock price rose after it 

delivered strong fiscal-year 2024 results. The re-

sults were driven by growth and margins that 

outperformed expectations. Geographically, 

performance was broadly positive with Europe 

being the standout market, demonstrating that 

performance improvement initiatives are deliv-

ering in the region. We appreciate manage-

ment’s strategic, returns-focused approach, 

and believe that the company is well-posi-

tioned to capitalize on further European market 

recovery along with continued strength in its U.S. 

business. 

• Lanxess was a contributor during the quarter. 

The Germany-headquartered diversified chem-

icals company’s stock price rose throughout the 

quarter as the company issued a positive profit 

warning ahead of its official earnings release, 

signaling that fourth-quarter and fiscal-year 

2024 earnings before interest, tax, depreciation 

and amortization (EBITDA) would significantly 

exceed market expectations, driven by cus-

tomer pre-buying in the U.S. Free cash flow de-

velopment also exceeded expectations. 

Performance highlights 

Contributors 

• ISS 

• Loomis 

• LANXESS 

Detractors 

• Travis Perkins 

• Sarana Menara Nusantara 

• Dometic Group 
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However, while its fiscal-year 2024 results were 

solid, Lanxess’ 2025 guidance was underwhelm-

ing, projecting lower-than-expected EBITDA 

due to a weak demand outlook. In our view, de-

mand should normalize over the medium-term, 

and we think the company is well-positioned to 

capitalize on a broader chemical recovery and 

benefits from German stimulus measures. We 

appreciate Lanxess’ efforts to deleverage its 

balance sheet and believe profitability should 

increase significantly as utilization recovers. 

Top detractors: 

• Travis Perkins was a detractor during the quarter. 

The U.K.-based builder merchant stock price de-

clined after it was announced that recently ap-

pointed CEO, Pete Redfern stepped down with 

immediate effect due to ill health. We were dis-

appointed with the news as we believe Pete 

was implementing positive change as Travis at-

tempts to improve its operational perfor-

mance. While the company searches for a new 

CEO, the company will be managed by Geoff 

Drabble, (Chairman) who we hold in high re-

gard (former CEO of Ashtead). Although Pete’s 

departure likely prolongs and also increases risks 

that could detriment a successful turnaround, 

we continue to be comfortable maintaining our 

position as Travis could see a material uplift in 

earnings from either a normalizing of the de-

mand market in the U.K. or successful imple-

mentation of self-help measures.  

• Sarana Menara Nusantara (TOWR) was a de-

tractor during the quarter. The Indonesian-

headquartered integrated telecommunication 

services company’s stock price declined along 

with other Indonesian stocks. The telco sector 

has been impacted by the merger announce-

ment of XL and Smartfren, but we believe the 

headwinds to TOWR’s business are much more 

moderate than the share price move. In our 

view, Sarana Menara Nusantara has a strong 

outlook for increasing incremental returns and 

can further grow its annuity stream through 

long-term contracts. We believe that the com-

pany has a long runway for future growth. 

• Dometic Group was a detractor during the 

quarter. The Sweden-headquartered supplier of 

products to the mobile and outdoor living indus-

try declined despite having delivered fiscal-

year 2024 results with revenue, earnings before 

interest, tax, and amortization, and free cash 

flow meeting our expectations. However, the 

stock price has been impacted by concerns 

around demand for the RV and Marine indus-

tries, tariffs, and a slow recovery in service and 

aftermarket revenues. We appreciate manage-

ment’s desire and ability to drive operational 

and strategic improvement, which will be key to 

navigating a challenging environment and un-

locking further value. 

 

PORTFOLIO POSITIONING 

We initiated the following position(s) during the pe-

riod: 

• Ermenegildo Zegna is a global luxury fashion 

house and the world's largest luxury menswear 

specialist. Over the past decade, the company 

has enhanced the value of its portfolio by ex-

panding into multiple brands while maintaining 

its world-class quality and creative designs. The 

company's core brand, Zegna, offers exposure 

to the highest category of luxury goods while 

brands Thom Browne and Tom Ford operate in 

a more fashion-forward luxury segment. Re-

cently, slowing demand in China has weighed 

on results, particularly at Thom Browne. Despite 

these results, we appreciate management's ac-

tions to establish Zegna as an absolute luxury 

brand and address the issues at Thom Browne. 

In our view, there is healthy brand momentum 

for Zegna and results for Thom Browne have 

troughed. Additionally, we believe Tom Ford of-

fers significant upside optionality that can be 

unlocked by a new creative director and 



 

QUARTERLY MANAGER COMMENTARY  

March 31, 2025  

 

 
3 

management team. The current valuation does 

not reflect the long-term growth and normal-

ized earnings profile of the company, providing 

the opportunity to purchase shares at a dis-

counted valuation to publicly traded peers. 

• Gerresheimer AG is the world's largest manufac-

turer of pharmaceutical packaging and deliv-

ery systems. The company is in the midst of a 

transition from being a volume-oriented supplier 

to a value-driven co-innovation partner with its 

pharmaceutical clients, a shift that we expect 

to drive faster growth, higher profitability and 

better returns over time. It is currently launching 

multiple new factories for its high value business 

that we anticipate will support results in the mid-

term. In addition, Gerresheimer is now reviewing 

its Moulded Glass business, with a potential dis-

posal of this unit increasing the quality of the 

portfolio and narrowing the perception gap to 

its higher valued peers. Vial destocking post-

COVID has caused near-term uncertainty in the 

market and provided the opportunity to pur-

chase shares in the company at a discounted 

valuation to publicly traded peers and compa-

rable private market transactions. 

• IONOS is a leading European internet service 

company that specializes in web presence and 

cloud computing solutions. IONOS commands 

leading market share positions in its core mar-

kets across Europe and offers a critical service 

to small businesses by providing a digital store-

front, legitimacy and a platform to engage cus-

tomers. In our view, this is an attractive industry 

with a sticky customer base that should benefit 

from structural growth tailwinds through contin-

ued digitization, AI adoption and pricing power. 

IONOS is further poised to begin harvesting in-

vestments made in cloud offerings that have 

temporarily depressed earnings and cash flow. 

Despite the company's attractive fundamental 

outlook, we were able to purchase shares in 

IONOS at a discounted valuation relative to 

publicly traded peers and private market valu-

ations.  
l 
 

We eliminated the following position(s) during the 

period: 

• Auction Technology Group 

• DS Smith 

• SoftwareONE Holding 

• Sulzer 

 

OUTLOOK 

We have argued that for too long of a period the 

weight of money invested globally was heavily 

skewed to a handful of U.S. growth names. Despite 

this, we’ve remained focused on using our bottom-

up, fundamental analysis to inform portfolio con-

struction. Even after this quarter’s strong outperfor-

mance of value over growth, we believe a large 

valuation imbalance is still present and will be the 

fuel for better long-term performance for value eq-

uities. 
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The specific securities identified and described in 
this report do not represent all the securities pur-
chased, sold, or recommended to advisory clients. 
There is no assurance that any securities discussed 
herein will remain in an account’s portfolio at the 
time one receives this report or that securities sold 
have not been repurchased. It should not be as-
sumed that any of the securities, transactions, or 
holdings discussed herein were or will prove to be 
profitable. 

The information, data, analyses, and opinions pre-
sented herein (including current investment themes, 
the portfolio managers’ research and investment 
process, and portfolio characteristics) are for infor-
mational purposes only and represent the invest-
ments and views of the portfolio managers and Harris 
Associates L.P. as of the date written and are subject 
to change without notice. This content is not a rec-
ommendation of or an offer to buy or sell a security 
and is not warranted to be correct, complete or ac-
curate. Data is in terms of U.S. dollars unless otherwise 
indicated. 

Certain comments herein are based on current ex-
pectations and are considered “forward-looking 
statements”. These forward-looking statements re-
flect assumptions and analyses made by the portfo-
lio managers and Harris Associates L.P. based on their 
experience and perception of historical trends, cur-
rent conditions, expected future developments, and 
other factors they believe are relevant. Actual future 
results are subject to a number of investment and 
other risks and may prove to be different from expec-
tations. Readers are cautioned not to place undue 
reliance on the forward-looking statements. 

The MSCI World ex USA Small Cap Index (Net)  is de-
signed to measure performance of small-cap stocks 
across 22 of 23 Developed Markets (excluding the 
United States). The index covers approximately 14% 
of the free float-adjusted market capitalization in 
each country. This benchmark calculates rein-
vested dividends net of withholding taxes. This index 
is unmanaged and investors cannot invest directly 
in this index. 

©2025 Harris Associates L.P. All rights reserved. 
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