
International Equity Strategy

Philosophy

MCM’s International Equity Strategy investment process focuses on identifying high quality companies 
with earnings growth potential based outside the U.S. Through quantitative screenings, investigative 
research and valuation analysis, we seek returns through long-term capital gains.   

Objective

The strategy seeks long-term capital appreciation by owning equity securities of non-U.S. based 
companies.  Our style is designed to meet a variety of investment objectives as we seek to provide 
consistent growth of principal and to outperform the MSCI All-Country World ex US Index, net of fees.  

Strategy

The International Equity Strategy is an all-cap approach to investing that focuses on a bottom-up 
research.  We start with an investable universe of 3,000+ companies that trade in the US equity 
markets using American Depositary Receipts (ADR).  This list is reduced to 50-100 companies 
through a rigorous series of proprietary quantitative screens that include earnings growth, cash 
flow and financial condition.   Most candidates will be larger than $500 million.  After this screening, 
companies undergo a thorough analysis focusing on qualitative factors such as growth potential, 
market position, proprietary advantages, management capabilities and insider ownership before 
investing.           

Long-term management team with ownership in the 
firm and investments in the strategy

Commitment to established and successful process

Flexibility allowing for responsiveness to changes in 
economic environment

Team
Jonn Wullschleger, CFA - PM, Principal
  with Mitchell since 2000
  analyzing equities since 1991

Rich Jones - PM, Principal
  with Mitchell since 1995
  analyzing equities since 1978

Brandon Reed, CFA - PM
  with Mitchell since 2016
  analyzing equities since 2014

What sets this strategy apart?



The MCM International Equity strategy is down for the 
year, but less so than its relevant benchmark .  The 
divergence between U.S. equity performance and the 
rest of the world is growing, as global manufacturing 
indexes report a second straight quarter of declines 
and spending data weakens.  U.S. interest rates, pro-
business fiscal policies, tax reform and relative stability 
have created an ideal environment to invest in the U.S. at 
the expense of most other regions around the globe.     

It is no surprise then, that the U.S. dollar has 
strengthened against a broad basket of currencies in 
2018, with most of the advance coming in the second 
quarter, moving up 7% since mid-April.  We expect this 
to continue.  

A long-running price/earnings valuation gap remains 
between U.S. and international assets, touching the 
widest point earlier this year.  The gap has narrowed 
slightly, but remains more than 4x on a forward earnings 
basis (13x for international vs 17x for the U.S.) and 6x on 
a trailing earnings basis (15x for international vs 21x for 
the U.S.).  

This keeps us constructive using international as a 
diversified investment option.  The themes we discuss 
below comprising our portfolio entail more country risk, 
but are also much earlier in their broad technological 
adoption processes than in the U.S., suggesting a longer 
runway for potential future growth.  

We utilize certain themes in building our international 
portfolios.  These are similar to how we see the world 
moving domestically, but with entire consumer classes 
being created across the globe, companies that service 
or touch these growing consumer appetites will prevail.  

Consumer demands and tastes are changing faster 
than ever - Companies that can anticipate and help 
drive these shifts, responding efficiently and effectively 
with more styles and superior performance will find 
themselves at the top of their industries.  Adidas has 
reemerged from brand stagnation to rival Nike with new 
technology and styles consumers love.  And even a tech 
company like Tencent is doing the same through its 
gaming and social media platforms.      
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MCM International  
Experiences over things - Wanting to experience life 
as opposed to building a collection of material goods is 
not limited to U.S. millennial consumers, but has been 
adopted by a growing middle class across the world.

What started over a year ago as our observation on how 
Millennials prioritize their spending has spread beyond 
a generational viewpoint and become more widely 
appreciated by the market.  Businesses like Ryanair are 
driving this dynamic by helping travelers get the most 
out of their dollar to travel wherever and however they 
choose across Europe and Northern Africa.           

How consumers shop - Brick and mortar stores aren’t 
dead, but successful retailers are being more responsive 
to shopper habits.  Crucially, new avenues of bringing 
the consumer together with the goods and services 
they want will continue to develop, and foresighted 
operators will benefit.  Alibaba and Baidu in China 
and Mercadolibre in South America continue to drive 
this evolution by making more products and services 
available, to more individuals, at more competitive 
prices, and in more ways that provide seemingly 
immeasurable value.           

Investing internationally involves risks not faced in 
a domestically based portfolio.  Country risk can lie 
dormant for some time, but the experience of Argentina 
reminds that all countries along the developmental 
process are exposed.  Spiking inflation, an extremely 
weak Argentinian peso, interest rate hikes and an 
emergency loan from the International Monetary Fund 
precipitated a multi-week collapse in the value of local 
asset prices.  

Despite President Macri taking positive steps through 
a fiscally responsible agenda, the pace of change was 
too slow and was made worse by negative sentiment in 
other developing markets.  

This led to our decision to sell Banco Macro, despite 
its continued strong operating performance and 
integral part of driving economic development and 
consumer growth in the country. Despite our focus 
on understanding the business model and industry 
strengths, country risk can still overwhelm a strong 
enterprise.     
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About Mitchell Capital Management

Mitchell Capital Management (MCM) was founded in 1987 and is an SEC Registered Investment Advisor. The firm manages 
portfolios and provides investment solutions for an array of investors nationwide, including individuals, foundations, union 
pension plans, retirement plans, endowments and associations.  MCM has always been employee owned and intends to 
stay that way.  Our fiduciary culture means our clients are the first priority in each decision we make.                                                      

Sector Portfolio % Index %

Consumer Discretionary 6.1 11.0

Consumer Staples 9.3 9.7

Energy 2.0 8.0

Financials 12.0 21.6

Health Care 6.7 8.2

Industrials 18.3 11.5

Information Technology 30.6 12.1

Materials 2.2 8.0

Real Estate 0.0 3.3

Telecommunications 0.0 3.7

Utilities 0.0 2.9

Cash 12.8 0.0
Position Allocation %

KAO Corp. 4.8

Aon Plc. 4.8

Accenture Plc. 4.7

Elbit Systems Ltd. 4.6

Diageo Plc. 4.4

Kubota Corp. 4.3

Ryanair Holdings Plc. 4.2

Open Text Corp. 3.9

Alibaba Group Holding Ltd. 3.8

Nice Holdings, Inc. 3.6

Portfolio %

Giant 28

Large 50

Mid 22

Small 0

Strategy Characteristics Sector Weightings

Characteristic Portfolio Index

Dividend Yield 1.7% 3.1%

Free Cash Flow Yield 3.2% 4.2%

Price / Book 3.4x 1.6x

Debt / Equity 0.9x 1.5x

Forward Price / 
Earnings

18.0x 13.0x

Price / Earnings 
Growth

1.7x 1.6x

Top Ten Holdings
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