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Note: Items in brackets [ ] are meant to be clarifying statements but are not part of the 
actual audio recording of the webcast. 

 
This transcript must be read in conjunction with the corresponding webcast slides, posted 
on fpa.com. The webcast slide page numbers are referenced below. Please also 

reference the Important Disclosures at the end of this transcript and throughout and at 
the end of the webcast presentation. 
 

You should consider the FPA Queens Road Small Cap Value Fund (the “Fund”) 
investment objectives, risks, and charges and expenses carefully before you 
invest. The Prospectus details the Fund's objective and policies and other matters 

of interest to the prospective investor. Please read the Prospectus carefully before 
investing. 
 
The prospectus for the Fund dated September 28, 2021 and corresponding 

supplements, can be accessed at: https://fpa.com/request-funds-literature. The 
most current prospectus can always be obtained by visiting the website at 
www.fpa.com, by calling toll-free, 1-800-982-4372, or by contacting the Fund in 

writing. 

 

(00:00:04) 

Moderator: Hello and welcome to today’s webcast. My name is Sarah and I will be 

your event specialist today. All lines have been placed on mute to prevent 

any background noise. Please note that today’s webcast is being 

recorded. 

  During the presentation, we will have a question and answer 

session. You can ask text questions at any time. Type your question in the 

Q&A widget located on the bottom left side of this console. Questions will 

be addressed at the end of the presentation. If you need technical 

assistance, as a best practice, we suggest you first refresh your browser. 
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  It is now my pleasure to turn today’s program over to Courtney 

Reardon. Courtney, the floor is yours. 

Courtney: Thank you, operator. Good afternoon, everyone, and thank you for joining 

us today. We would like to welcome you to FPA Queens Road Small Cap 

Value Fund Fourth Quarter 2021 (sic) Webcast. My name is Courtney 

Reardon and I am the relationship manager for the Fund. 

  In just a moment, you will hear from Steve Scruggs, the portfolio 

manager for FPA Queens Road Small Cap Value Fund. Steve has 

managed the Fund since its inception in 2002. Over that period, the Fund 

has delivered benchmark-beating returns, with less risk over the long 

term, and protected capital during every large drawdown.1 Steve’s 

disciplined approach is predicated on investing in attractively priced small 

cap companies that are in sound financial condition, led by strong 

management teams, and operating in growing industries. 

  In terms of our agenda today, there are a few items we’ll cover. 

  First, we often get questions regarding availability of our Small Cap 

Value Fund on various platforms, and we want to update you on our 

progress. 

  The Fund is currently available on most major platforms, including 

Fidelity, Schwab, TD Ameritrade, Ameriprise, Commonwealth, Wells 

 
1 Past performance is no guarantee, nor is it indicative, of future results. 
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Fargo and, most recently, RBC and Raymond James. If you have any 

trouble transacting in the Fund, feel free to reach out at crm@fpa.com, 

and I’ll be happy to assist. 

(00:02:03) 

 [Please reference slide 2] Next, I’d like to provide an overview of FPA. 

FPA is an employee-owned institutional asset management firm with a 

little over $29 billion in AUM. We employ a disciplined approach to value 

investing across equity, fixed income, alternative, and multi-asset 

investment strategies. As of December 31st, the AUM of FPA Queens 

Road Small Cap Value Fund is $523 million. 

  And finally, I will turn the call over to Steve to provide his views on 

the market, review the strategy, and walk through an investment example. 

We will then open it up to Q&A. 

  If at any time during this webcast, you have a question, please 

submit those through the device on your screen, and we’ll get to them at 

the end of the presentation. 

  The audio, the transcript, the slides, and a visual replay of today’s 

webcast will be made available on our website FPA.com. 

  Steve, over to you. Steve, I think you're on mute. 

Steve: [Please reference slide 5] Thank you, Courtney. Thanks, Courtney. Good 

afternoon, everyone. Thank you for joining us as we recap the fourth 
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quarter [2021] performance of the FPA Queens Road Small Cap Value 

Fund. My name is Steve Scruggs and I’m the portfolio manager for the 

Fund 

  As the fourth quarter began, small cap value stocks, as measured 

by the Russell 2000 Value, rallied through October and then fell sharply 

beginning on the 1st November, through mid-December, and then rallied to 

finish the year. For the fourth [quarter], the Fund returned 8.8% versus a 

return of [approximately] 4.4% from the Russell 2000 Value Index, which 

is our [the Fund’s] primary benchmark. 

  For the full year, the Fund returned [approximately] 23.2% 

compared to [approximately] 28.3% for the Russell 2000 Value. 

  And as we look back at the Fund’s performance throughout the 

year, we see that during the first two months of the year, the Russell 2000 

Value rose about 21%. The Fund was up 11% over that time. So two 

months into the year, we were trailing [the Fund’s] benchmark by 10%. 

And from there, we performed roughly in line with [the Fund’s] benchmark 

through October, and when the volatility increased in early November, we 

outperformed and narrowed that gap.2 

(00:04:31) 

 
2 The FPA Queens Road Small Cap Value Fund returned 7.89% and 5.90% for the periods 3/1/2021-10/31/2021 and 11/1/2021-
12/31/2021, respectively. The Russell 2000 Value Index returned 10.81% and 0.52% for the periods 3/1/2021-10/31/2021 and 

11/1/2021-12/31/2021, respectively. Source: Morningstar 
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  Over the last few calls, we’ve talked a lot about growth’s 

outperformance versus value, ever since the financial crisis. And if you 

remember, in the last quarter of 2020 when small value finally beat small 

growth for a quarter, many people asked is this the start of a trend, is this 

the reversion to the mean that we've all been waiting for, or is this just a 

blip? And at that point, everyone had long declared value investing dead. 

(00:06:13) 

  And while we didn’t try to predict anything like that, we did note that 

the valuation differential between growth and value was significantly in 

favor of value. And there's no way we could have predicted that the trend 

would continue throughout 2021 with the Value Index beating the Growth 

Index in all four quarters of 2021, which makes it five consecutive 

quarters. 

  But for the year, small value is up [approximately] 28% versus 

[approximately] 3% for the Growth Index, which is an outperformance of 

roughly 25%, and this is the second-largest outperformance of the Value 

Index over the Growth Index since the beginning of the indices in 1979.  

  And in spite of this considerable outperformance over the last year, 

if we look at a longer horizon, we see that small value has trailed small 

growth by over 500 basis points over the last five years. And historically, 

this is rare. Since the indices were created in 1978, if we look at rolling 5-
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year returns across the entire period, small value has averaged a 12% 

annual return versus a 9% return for small growth, which is an average 

annual outperformance of 3%.3 

  So, all of this leads us to today, and when we look at valuations, 

small cap stocks still have a significant valuation advantage relative to 

small cap growth. Across any metric—price-to-earnings, price-to-sales, 

price-to-book, price-to-cash flow—compared to history, we believe small 

value is at a clear valuation advantage. 

(00:08:07) 

  And similarly, when we compare the valuations of small caps 

relative to large caps, if we compare the Russell 2000 to the Russell 1000, 

on a relative basis, small caps are historically undervalued.4 

 [Please reference slide 8] If you look at slide 8, this is the price-to-sales 

ratio of the Russell 2000, and it’s a very general measure of valuation of 

small caps. And you'll see that it remains at pre-pandemic all-time highs, 

and by a considerable margin. And when I look at that and I think of the 

Fed’s stated intentions, I think that valuations are going to matter like they 

haven’t in quite some time.5 

 
3 Source: Morningstar.  “Small value” refers to the Russell 2000 Value Index. The “Growth Index” is the Russell 2000 Growth Index. 
Please see the end of the transcript for the historical performance of the Russell 2000 Value Index and Russell 2000 Growth Index.  
4 Please see the end of the transcript for comparison of Russell 2000 vs Russell 1000 Median LTM EV/EBIT (ex. Negative EBIT 
Companies) 
5 Source: Federal Open Market Committee, January 25-26, 2022. Meeting minutes can be found here. 

https://www.federalreserve.gov/monetarypolicy/files/fomcminutes20220126.pdf
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  I’ve talked about re-risking, and we saw a lot of that in January, and 

I expect it to continue. And this is aside from the economic impact of the 

Fed actions. I think it’s going to be a return to a focus on fundamentals, 

and we expect more of what we’ve seen—expensive companies with no 

earnings will get hit the worst, high-P/E companies will get hit bad, and the 

companies with attractive valuations, the ones whose fundamental value 

is greater than their stock price, will do the best. And these are the 

companies that we look for and invest in. 

  Historically, when markets are frothy and momentum-based, the 

Fund has underperformed on a relative basis. When there's an average 

risk premium in the market, we tend to do a little better than our 

benchmark and peers. And when volatility spikes and the markets get 

fearful, we tend to hold up much better than our benchmark.6 

  And there are exceptions to this performance profile over short 

periods. Since inception, this correlation is very high, and we think this 

performance profile is a result of our process, which seeks to find 

reasonably valued, high-quality companies with strong balance sheets and 

capable managements. And on top of that, there's our focus on risk 

management through prudent diversification,7 which can also temper our 

volatility. 

 
6 Please refer to slide 6 and 12 of the website presentation deck that accompanies this transcript. 
7 Diversification does not guarantee against a profit or a loss 
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(00:10:21) 

 [Please reference slide 5] Since inception in 2002, we have outperformed 

the Russell 2000 Value by 94 basis points per year, and the Morningstar 

Small-Cap Value category by 111 basis points per year. And we've done it 

with much less risk, as measured by either volatility or drawdown.8 

  And although we outperformed in the fourth quarter, as I said, we 

trailed our benchmark for the year, and in a market like this, this is 

generally how we would expect to perform. As we discussed in the past, 

our relative performance is what we would expect in a market like this, and 

is generally how we've performed in markets like this in the past. 

 [Please reference slide 6] And our returns will differ greatly year-to-year 

from the Russell 2000 Value. This is due to our active management, both 

in our securities selections and our resulting sector weights. We have a 

high active share, but we don’t focus on the deviations in returns over the 

short term. Our goal is to outperform [the Fund’s] benchmark and peers 

over full market cycles. And we’re comfortable with this because we feel 

we are invested in the best—in companies with strong fundamentals, and 

reasonable valuations, and they should continue to outperform over the 

long run. 

(00:12:12) 

 
8 Please reference Slide 15 for the Fund’s performance during large drawdowns in the Russell 2000 Value Index. The standard 

deviation, as a measure of volatility, since inception of the Fund was 15.60% (Fund), 21.04% (Index), and 20.47% (Category). 
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  And with all that happened in 2021, it’s hard to believe it was a 

great year for U.S. equities, but it was, with most broad market indices 

ending the year near all-time highs. As stocks rose on strong earnings 

growth, lifted by continued monetary and fiscal stimulus from Washington, 

and helped by substantial success in controlling the COVID virus, the 

bounceback in profits that we expected in 2021 occurred as predicted, 

with the profits of the S&P 500 companies up approximately 45% for the 

year versus the very easy comparisons of 2020 when the economy was 

much more disrupted.9 

  But if you go back to 2019 as a base year, 2021 earnings were 

approximately 27% higher than 2019. So in aggregate, companies are 

making more money than ever, which is great. 

  But when we compare the outlook today to our outlook at the 

beginning of 2021, we see a mixed bag of news. On the one hand, 

unemployment sits at 3.9%. GDP grew by about 5.7% last year, which 

was the best year since 1984, and it’s expected to grow at another 4% in 

2022. 4% is above the long-term average of 3.1%, and it’s about twice the 

average over the last ten years. So we've got very low unemployment, 

robust economic growth, and record profits that are expected to rise, and 

this is all very encouraging.10 

 
9 Source: Yardini Research 
10 Source: U.S. Bureau of Labor Statistics, International Monetary Fund, Zacks Investment Research  
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(00:14:01) 

  However, we also have many of the same issues we were worried 

about this time last year. One of the biggest ones is the supply chain 

issues. I feel our managements, by and large, handled their supply chain 

issues pretty well. A couple of our companies didn’t manage as well as 

expected but there was nothing major. What we’re hearing from them now 

is that the situation is still bad, some areas have improved, some haven't, 

but most managements seem confident that by the second half of this 

year, most of the bottlenecks will be worked through. And could these 

problems be proved bigger than anticipated? They could, but we don’t 

think so. 

  And then, of course, another one of the same issues we were 

worried about last year is COVID. Omicron seems to be everywhere. The 

trends are getting better, but deaths are still near all-time highs, and 

sometimes it feels like with COVID, we take two steps forward and three 

steps back. But there is one thing that is noticeable, and it seems each 

round or variant or seasonal flareup of COVID, each round, it has less and 

less of an impact on the economy and markets. We've learned to deal with 

it out of necessity, and omicron showed us that we can have strong 

economic growth during a flareup, as we did in the fourth quarter. 
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  So we’re still worrying about supply chain problems and COVID, 

but we've learned a lot and we've come a long way. I don’t think, 

generally, we’re not as scared as we were this time last year, but we have 

some other concerns—inflation hitting a 40-year high in the fourth quarter, 

and the Fed’s commitment to remove liquidity from the system.11 That’s by 

far the biggest thing. 

(00:15:54) 

  The current consensus is the Fed’s going to raise, start raising Fed 

Funds Rate and tapering its bond purchases in March. And additionally, 

they said they're going to let their balance sheet roll off by not reinvesting 

maturing bonds.12 This is an awful lot of liquidity to remove from the 

system and personally, I don’t think that there is any way they can do all of 

that. So I imagine they’ll announce, at some point in the next couple of 

months, a reduced level of tightening. 

  As I said in our last call, I think we've hit an inflection point, and as 

2020 started, the re-risking that I thought would happen when interest 

rates started to rise occurred.13 And if the Fed continues on the path that 

it’s announced, we fully expect interest rates to continue to rise, and we 

expect this re-risking will continue. 

 
11 Source: Board of Governors of the Federal Reserve System 
12 Source: Board of Governors of the Federal Reserve System 
13 Prior webcast slides and transcripts can be found at https://fpa.com/funds/fpa-queens-road-small-cap-value-fund-webcast-archive  

https://fpa.com/funds/fpa-queens-road-small-cap-value-fund-webcast-archive
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  If the volatility that we experienced in January continues, it’s going 

to be very interesting to see if the Fed has the resolve to continue on its 

stated course. It’s going to be very interesting to watch. 

  Two other worries that have cropped up is the labor shortage that 

we’re still dealing with, as well as the geopolitical tensions, most notably in 

Ukraine and Taiwan. And of those two, I’m really more worried about the 

labor situation. I don’t think a major conflict right now would be in 

anybody’s interests. It would be horrible for the U.S., for Russia, and 

China. So I think that most of that tension is just typical political saber-

rattling, and hopefully I’m right. 

  But from an investing perspective, I think the labor situation is much 

more serious, and it’s not something that may happen; it’s something 

that’s happening right now. We’re in the middle of it. And as I look through 

the numbers, it’s hard to comprehend. Yes, the participation rate is down a 

little bit and the unemployment rate is now below 4%, so you would expect 

a tight labor market.14 But it is beyond tight. It is extremely tight. Everyone 

is hiring. I mean, everyone. Offered wages have gone up considerably. 

Companies still can’t find enough employees. 

(00:18:13) 

 
14 Source: U.S. Bureau of Labor Statistics. https://www.bls.gov/charts/employment-situation/civilian-unemployment-rate.htm  

https://www.bls.gov/charts/employment-situation/civilian-unemployment-rate.htm
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  One of the things I’m looking for on [portfolio company] 

management calls is for managements to start sounding more positive on 

the labor situation, and right now they aren’t, and it doesn’t seem to be 

improving. And so that’s something else we’ll be paying a lot of attention 

to. 

  As bottom-up investors, we follow the macro trends but we remain 

focused on the underlying fundamentals of our individual companies we’re 

invested in. We know that we can’t accurately predict any of the macro 

trends. We think about things probabilistically but we don’t make 

predictions. The historic track record of economists and strategists is very 

clear, that no one has a crystal ball; we can’t see the future. So what we 

do is we remain focused on these high-quality, differentiated companies 

that have pricing powers, ones that should be less impacted by sustained 

inflation.15 

  We always say that in the long run, it always comes back to 

fundamentals, and this latest period that we've been in, ever since the 

financial crisis, has proven to be the longest period on record where prices 

and valuations have diverged this much, and we think it’s primarily due to 

artificially low interest rates, and it appears like this is changing. And if it 

does, once again, fundamentals will matter. 

 
15 High-quality companies are led by strong management teams in growing industries with attractive valuations.  
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  As I go through our portfolio, the valuations of what we own are 

very reasonable. We’re expecting continued earnings growth and, in spite 

of all the worries and the things that we can’t predict or control, in spite of 

all of those, I’m very confident in the long-term prospects of our portfolio 

companies. 

(00:20:03) 

 [Please reference slide 7] Each quarter, we like to discuss a specific 

portfolio holding to demonstrate our thought process as we go through our 

investment process, and this is not a recommendation to buy or sell a 

security. It’s just a general overview that we walk through our thought 

process on the investment merits of one of our portfolio companies. And 

this quarter I’d like to talk about TD SYNNEX. 

  They are a technology distributor, an IT distributor, and this 

company has an interesting backstory. So this time two years ago, we 

owned two technology distributors. We owned SYNNEX and we owned 

Tech Data. And the two companies were similar in many ways but they 

had different geographical reaches. Both were primarily U.S. but SYNNEX 

had a strong presence in Canada and Latin America and in the Pacific, 

mostly Japan. And Tech Data, although it was primarily U.S., had 

significant European operations. So we owned two companies in the same 

industry and we really liked both of them. 
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  Well, in June of 2020, Tech Data was taken private by a private 

equity investor, Apollo Global, in an all-cash deal. And then in December 

of 2020, SYNNEX spun out its business process outsourcing unit 

Concentrix, leaving the remaining SYNNEX a pure play IT distributor. 

  So then, in March of 2021, SYNNEX announced that they would 

buy Tech Data from Apollo, creating the largest IT distributor in the world. 

They have projected revenue of $60 billion this year. So they merged and 

they are now TD SYNNEX.16 

  And I’m going to take a minute and just give an overview of the 

merits of this investment. 

(00:22:00) 

  To remind everyone, there are four pillars to our investment 

process: balance sheet, valuation, management, and industry economics. 

  The first thing we always look for is balance sheet strength. TD 

SYNNEX has $4 billion of long-term debt and $1 billion in cash, for a net 

position of $3 billion. And that may seem like a lot on an absolute basis 

but net debt is just 2 times adjusted EBITDA. And we generally aren't fans 

of adjusted EBITDA or adjusted anything but when we look into it, the bulk 

of the adjustments are truly one-time costs related to the Tech Data 

 
16 Tech Data: https://www.bizjournals.com/tampabay/news/2020/07/10/tech-data-goes-private.html; Concentrix, 

https://www.concentrix.com/newsroom/press-release/concentrix-completes-spin-off-from-synnex/; TD SYNNEX, 
https://ir.synnex.com/news/press-release-details/2021/SYNNEX-and-Tech-Data-Complete-Merger-to-become-TD-SYNNEX-a-

Leading-Global-Distributor-and-Solutions-Aggregator-for-the-IT-Ecosystem/default.aspx 

https://www.bizjournals.com/tampabay/news/2020/07/10/tech-data-goes-private.html
https://www.concentrix.com/newsroom/press-release/concentrix-completes-spin-off-from-synnex/


 
 

 
Q4 2021 FPA Queens Road Small Cap Value Fund (QRSIX) Webcast  

February 3, 2022 

 

 - 16 - 

acquisition. But, more importantly to us, when we normalize free cash 

flow, it’s roughly a billion dollars a year. So net debt is 3 times free cash 

flow, and that is a number we are comfortable with, and the rating 

agencies agree because their debt is rated investment grade. 

  With regard to valuation, as I said, when we normalize free cash 

flow, it comes in around a billion dollars a year, and this results in a free 

cash flow yield of just over 10%. This is for a company that’s grown 

revenue by 13% per year over the last five years. Over that time, returns 

on invested capital have increased, going from just under 10% to around 

15% last quarter. And then lastly, consensus estimates for the year’s 

earnings are $10.72 [per share],17 which is in line with management’s 

guidance, and that gives them, the combined company, a [forward] P/E of 

less than 10. 

  So we've got a strong balance sheet, attractive valuation. When we 

look at management, when the companies combined, it was announced 

that the Tech Data CEO would assume the CEO position of the combined 

company, and the CEO of SYNNEX would serve as Executive Chairman. 

Both of these leaders are long-tenured and ones we've followed for years, 

as well as most of the executive leadership team. On a standalone basis, 

 
17 Source: TD Synnex, Zacks Investment Research. Consensus estimates are for the Company’s fiscal year 2022, which ends in 

November 2022. 
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each company had excellent management, and we’re confident that the 

combined team at the helm today is top-notch. 

(00:24:34) 

  When we listen to management today, we see that they're focusing 

on the right things, and they have already made tangible progress towards 

the goals and the expectations that they laid out when the merger was 

completed. 

  One last thing on management. With the purchase of Tech Data, 

SYNNEX issued 44 million shares to Apollo, which was most of the 

purchase price, so now Apollo now owns 45% of the combined company, 

and they’ll have two seats on the Board of Directors. We see some 

positives and negatives to that, but they are, as of now, they are a 

committed long-term investor. 

  Moving on to industry outlook, the IT distribution business is 

characterized by low margins, with companies having 10% to 11% gross 

margins and operating margins between 2.5% and 3% is good in the 

industry.18 So execution and efficiency are both extremely important in 

low-margin businesses. 

  After the merger, TD SYNNEX is now the largest player in the 

industry, and the number two company—Ingram Micro, which was taken 

 
18 Source: TD Synnex, Zacks Investment Research. 
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privately a couple of, taken private a couple of years ago—they're the 

number two and they have about $50 billion in revenue, which is about 

$10 billion less than SYNNEX. But in this business, scale is very 

important, and as the largest distributor in the world, the purchasing 

information that they receive from their customers is extremely valuable 

for predicting near-term demand, and their ability to capture and analyze 

that data puts them at an advantage over their competitors. 

(00:26:31) 

  Another way that scale helps SYNNEX is with supplier incentives. 

In these businesses, OEMs offer incentive-based volumes, which can 

really have an impact on financial performance. And being the largest 

company, this puts SYNNEX in a strong position—again, it’s the biggest 

player. We think that in both rebates and volume incentives, as well as in 

price guarantees, which are a big issue for IT distributors due to the short 

lifecycles of many of the SKUs they stock, we think their increased use of 

incentives is going to provide a favorable impact on operating margins. 

  One other thing I’ll add is that they have an interesting unit called 

Hyve Solutions, and they provide datacenter solutions. So when Facebook 

was starting, they started booming in the late 2000 and aughts, and they 

were rapidly building out their datacenters, they put together a group of 

companies to create standards for datacenter design. And Hyve was 
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instrumental in that work from the very beginning. They go back to 2011. 

Hyve, they design, engineer and build modular systems that are used to 

build out datacenters. So instead of racks and servers and wires showing 

up at a data warehouse that would need to be assembled and wired, 

instead of that, plug-and-play servers arrive in racks, with engineered 

cables, ready to be plugged in. And it’s a much more efficient way to build 

out datacenters, and Hyve’s rich history gives them unique knowhow and 

capabilities. And while Hyve is a strategic part of SYNNEX’s bigger 

business, I could imagine seeing it spun off due to it has a different growth 

and margin profile. 

(00:28:35) 

  And if we look at the overall industry trends and trends in IT 

spending, TD SYNNEX’s market is projected to grow at a growth rate 

greater than GDP over the next decade.19 And the proliferation of new 

products and the increased complexity of these products that are being 

released, it favors value-added resellers, which is a key market for TD 

SYNNEX. 

  So we think this company is a good representative of a core holding 

in the portfolio. It’s got a strong balance sheet, no worries of near-term 

financial distress, trades at a very attractive valuation, is managed by 

 
19 Source: TD Synnex, Zacks Investment Research. 
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leadership with a documented track record, and they compete in markets 

that generally have strong fundamentals. 

  As we continuously review our portfolio holdings, focusing on these 

four pillars of our process—balance sheet strength, the valuation, quality 

of management and industry outlook—we remain very confident in the 

long-term prospects of the companies we’re invested in. We maintain a 

long-term outlook. We are focused on how managements are executing 

during these very uncertain times. We think probabilistically how the 

uncertain events of 2022 and beyond will affect the underlying 

performance of our portfolio companies. And when we do this analysis, we 

like what we own.20 

  Thank you all for taking the time to join us today, and I will turn this 

back over to Courtney for Q&A. 

(00:30:31) 

Courtney: [Please reference slide 9] Thank you, Steve. We had one pre-submitted 

question about capacity for the Fund. Could you walk through what the 

capacity number is and how you derived it? 

Steve: Sure. That’s a question that we get regularly, and there are some metrics 

that we look at. We just take the portfolio today, and we look at weighted 

average market cap of our holdings, and then we look at the average 

 
20 References to individual securities are for informational purposes only and should not be construed as a recommendation to 

purchase or sell such securities, and any information provided is not a sufficient basis upon which to make an investment decision. 
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dollar daily trading volume, and we can come up with a rough estimate of 

what we’re really comfortable, for a capacity number, and right now the 

number is [approximately] $1.5 billion. We’re very comfortable with that 

number. It could change if the nature of the portfolio changes but as of 

now, I think you said we are about $530 million, and we think we can 

comfortably handle up to $1.5 billion. 

Courtney: Thanks, Steve. If there are any additional questions, please submit them 

now, and I’ll just pause for a moment while we gather additional questions 

if there are any. 

(00:32:00) 

  That appears to be our final question for today. Thank you to those 

of you listening to the FPA Queens Road Small Cap Value Fund Fourth 

Quarter 2022 Webcast—sorry, 2021 Webcast. I’ll now turn it over to the 

system moderator for closing comments and disclosures. Operator, over 

to you. 

Moderator: [Please reference slides 17-20] Thank you for your participation in today’s 

webcast. We invite you, your colleagues and shareholders to listen to the 

playback of this recording and view the presentation slides that will be 

available on our website within a few days at FPA.com. We urge you to 

visit the website for additional information about the funds, such as 

complete portfolio holdings, historical returns, and after-tax returns. 
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 Following today’s webcast, you will have the opportunity to provide your 

feedback and submit any comments or suggestions. We encourage you to 

complete this portion of the webcast. We know your time is valuable, and 

we do appreciate and review all of your comments. 

  Please visit FPA.com for future webcast information, including 

replays. We post the date and time of upcoming webcasts towards the 

end of each current quarter, and webcasts are typically held three to four 

weeks following each quarter end. If you did not receive an invitation via 

email for today’s webcast and would like to receive them, please email us 

at crm@fpa.com. 

  We hope that our quarterly commentaries, webcasts and special 

commentaries will continue to keep you appropriately informed on the 

strategies discussed today. 

 We do want to make sure you understand that the views expressed on 

this call are as of today and are subject to change without notice, based 

on market and other conditions. These views may differ from other 

portfolio managers and analysts at the firm as a whole, and we are not 

intended to be a forecast—and are not intended to be a forecast of future 

events, a guarantee of future results, or investment advice. 

(00:34:00) 
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  Past performance is no guarantee, nor is it indicative of future 

results. 

  Any mention of individual securities or sectors should not be 

construed as a recommendation to purchase or sell such securities, or 

invest in such sectors, and any information provided is not a sufficient 

basis upon which to make an investment decision. It should not be 

assumed that future investments will be profitable or will equal the 

performance of the security or sector examples discussed. 

  Any statistics or market data mentioned during this webcast have 

been obtained from sources believed to be reliable, but the accuracy and 

completeness cannot be guaranteed. 

  You should consider the Fund’s investment objectives, risks, 

charges, and expenses carefully before you invest. The prospectus 

details the Fund’s investment objective and policies, risks, charges, 

and other matters of interest to a prospective investor. Please read 

this prospectus carefully before investing. The prospectus may be 

obtained by visiting the website at FPA.com, by email at 

crm@fpa.com, tollfree by calling 1-800-982-4372, or by contacting the 

Fund in writing. 

 Small Capitalization Companies: The FPA Queens Road Small Cap Value 

Fund primarily invests in equity securities (common stocks, preferred 



 
 

 
Q4 2021 FPA Queens Road Small Cap Value Fund (QRSIX) Webcast  

February 3, 2022 

 

 - 24 - 

stocks, and convertible securities) of small capitalization U.S. companies, 

defined as those with market capitalization, at time of purchase, is no 

greater than the largest market capitalization of any company included in 

the Russell 2000 Value Index. Investing in small companies involves 

special risks including, but not limited to, the following: smaller companies 

typically have more risk and their company stock prices are more volatile 

than that of large companies; their securities may be less liquid and may 

be thinly traded which makes it more difficult to dispose of them at 

prevailing market prices; these companies may be more adversely 

affected by poor economic or market conditions; they may have limited 

product lines, limited access to financial resources, and may be 

dependent on a limited management group; and small cap stocks may 

fluctuate independently of large cap stocks. All investment decisions are 

made at the discretion of the Portfolio Manager, in accordance with the 

then current Prospectus. Investments, including investments in mutual 

funds, carry risks and investors may lose principal value. Capital markets 

are volatile and can decline significantly in response to adverse issuer, 

political, regulatory, market, or economic developments. Small and mid 

cap stocks involve greater risks and they can fluctuate in price more than 

larger company stocks. Short-selling involves increased risks and 

transaction costs. You risk paying more for a security than you received 
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from its sale. Groups of stocks, such as value and growth, go in and out of 

favor which may cause certain funds to underperform other equity funds. 

Value style investing presents the risk that the holdings or securities may 

never reach their full market value because the market fails to recognize 

what the portfolio management team considers the true business value or 

because the portfolio management team has misjudged those values. In 

addition, value style investing may fall out of favor and underperform 

growth or other styles of investing during given periods. Please refer to the 

Fund’s Prospectus for a complete overview of the primary risks associated 

with the Fund.  

FPA funds are distributed by UMB Distribution Services, LLC. 

  This concludes today’s call. Thank you and enjoy the rest of your 

day. 

(00:35:28) 
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Additional Important Disclosures and Definitions 

Adjusted EBITDA (earnings before interest, taxes, depreciation, and amortization) is a measure 
computed for a company that takes its earnings and adds back interest expenses, taxes, and depreciation 
charges, plus other adjustments to the metric. 
 
EBITDA (earnings before interest, taxes, depreciation, and amortization) is a measure of a company's 
overall financial performance and is used as an alternative to net income in some circumstances. 
 
 

Historical performance of the Russell 2000 Value Index and Russell 2000 Growth Index 
 

 

 

Source: Morningstar, FTSE Russell. The inception date for both the Russell 2000 Value Index and Russell 
2000 Growth Index is June 1, 1993. 

 

The Russell 2000® Value TR USD Index is a subset of the Russell 2000 Index, which tracks the stocks 
of small domestic companies, based on total market capitalization. The Russell 2000 Value Index 
represents those stocks of the Russell 2000 with lower price-to-book ratios and lower relative forecasted 
growth rates. A total return index computes the index value based on capital gains plus cash payments 
such as dividends and interest.  
 
The Russell 2000® Growth Index measures the performance of the large-cap growth segment of the US 
equity universe. It includes those Russell 2000 companies with relatively higher price-to-book ratios, higher 
I/B/E/S forecast medium term (2 year) growth and higher sales per share historical growth (5 years). The 
Russell 2000 Growth Index is constructed to provide a comprehensive and unbiased barometer for the 
large-cap growth segment.  
 
I/B/E/S is Institutional Brokers’ Estimate System and is a database that contains estimates made by stock 
analysts regarding future earnings of publicly trade U.S. companies. It also incorporates company guidance 
on projected future earnings. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Index 1 year 5 year Average Rolling 5-Year 

Since Inception

Russell 2000 Value TR USD 28.27% 9.07% 11.97%

Russell 2000 Growth TR USD 2.8% 14.5% 8.9%



 
 

 
Q4 2021 FPA Queens Road Small Cap Value Fund (QRSIX) Webcast  

February 3, 2022 

 

 - 27 - 

Russell 2000 vs Russell 1000 Median LTM EV/EBIT1 (ex. Negative EBIT Companies) 
From 12/31/01 to 12/31/21 

 

1 EV is Enterprise Value; EBIT is Earnings before interest and taxes; LTM is Last Twelve Months; SD is Standard 
Deviation. Russell 2000 index represents small cap companies and Russell 1000 index represents large cap 
companies. A lower EV/EBIT ratio indicates a company’s or indexes stock may be undervalued. 

Source: FactSet 

 
Reversion to the mean involves retracing a condition back to its long-run average state. The concept 
assumes that a level that strays far from the long-term norm or trend will again return, reverting to its 
understood state or secular trend. 
 
The price-to-sales ratio (Price/Sales or P/S) is calculated by taking a company's market capitalization (the 
number of outstanding shares multiplied by the share price) and divide it by the company's total sales or 
revenue over the past 12 months. 
 
Re-risking is when assets previously viewed as less risky will be viewed as more risky (and vice versa) 
and valuations in different market segments will change in a higher interest rate environment.  
 
The Russell 1000® Index is a subset of the larger Russell 3000 Index and represents the 1000 top 
companies by market capitalization in the United States. The Russell 1000 is considered a bellwether index 
for large-cap investing. 
 
The Russell 2000® Index is a stock market index that measures the performance of the 2,000 smaller 
companies included in the Russell 3000 Index. 
 
The Russell 3000® Index is a market-capitalization-weighted equity index that provides exposure to the 
entire U.S. stock market. The index tracks the performance of the 3,000 largest U.S.-traded stocks, which 
represent about 97% of all U.S.-incorporated equity securities. 
 

 [END FILE] 


