
 

1 

 

 

 

 

 

 

 

 

 

 

 

 

The Fund had a strong second quarter, with performance driven by our Industrials and 

Technology holdings, as European markets recovered through the quarter following the 

easing of the conflict around the Strait of Hormuz. This was accompanied by a generally 

strong Q1 reporting season, with most of our stocks announcing robust earnings, leading to 

notable earnings upgrade momentum across the portfolio. While it was unsurprising that AI and 

tech hardware-related names performed most strongly, it was pleasing to see breadth of strength, 

with many of our more idiosyncratic names reporting solid underlying momentum as well. We 

had few negative surprises this quarter.  

ASTA Energy Solutions and Technoprobe were the standout contributors over the quarter, 

both benefiting from strong order flow and demand tied to electrification and chip testing 

themes respectively. It was also pleasing to see a strong recovery at XP Power after a challenging 
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Key points: 

➢ SmallCap outpaced LargeCap globally in the quarter – MSCI World Small 
rose 3.3% in June against 0.8% for World Large in GBP. 

➢ European SmallCap suffered in June relative to LargeCap, as political 
uncertainty and a technology-led rotation punished smaller, less liquid 
names. 

➢ The Fund's data-centre and grid-infrastructure-linked holdings more than 
offset weakness in European software and AI-exposed services. 

➢ We continued to engage actively on governance and conduct issues across 
the portfolio, with two engagements this quarter. 

 

➢  
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couple of years, with the business showing tangible signs of operational improvement. On the 

other side, Technogym, Clarkson and ATOSS were the main detractors, reflecting a mix of 

profit-taking and softer near-term outlooks, which we discuss in more detail below. 

Portfolio activity was deliberately quiet this quarter, following a more active first quarter. We 

initiated a small position in Silex at IPO and completed the exit from Brembo, a position we 

had been reducing for some time. Stock-specific risk remains close to 60% of the Fund's active 

risk budget. Finally, our Healthcare over-weighting has continued to reduce over the past year, 

with the balance shifting mainly into Industrials. 

Site visit: ASTA Energy Solutions 

We acquired our stake in ASTA at its IPO in January this year and were pleased to join a recent 

site visit to the company’s Austrian headquarters in Oed. Apart from its exposure to the structural 

themes of grid upgrade and resilience, we are attracted to ASTA’s powerful unit economics and 

relative competitive position. As a reminder, the company manufactures continuously transposed 

conductors (CTCs) - specialised copper ribbon cables that form the core of power transformers 

and generators. 

The visit reinforced two key investment theses. First, ASTA's moat is formidable: only three 

companies globally can manufacture these cables at all, and ASTA leads in the precise tolerances 

(micron-level consistency) and enamel technology required for the highest-voltage applications. 

While it captures about a third of the overall market, it dominates in the high-precision and high 

value-added cables needed in large transformer applications.  

Moreover, we are impressed and reassured by management’s capital discipline and focus on unit 

economics rather than simply chasing volumes in the current market. ASTA’s team is focused on 

long term capacity utilisation and careful not to over-extend themselves in this upcycle. This 

should translate into healthy and resilient pricing and margin dynamics, embedded in the 

company’s long-term agreements (LTAs) with large transformer manufacturers, for years to 

come. We retain conviction in the position. 
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Performance & Portfolio   

During the quarter, the NAV of the Euro distribution share class increased by 13.8%, an 

outperformance of 6.9% versus the MSCI Europe Small Cap benchmark index (in total return 

terms). At the sector level, Industrials led relative return, contributing 4.61%, while Financials 

was the weakest, down 0.27%. 

The strongest contributors during the quarter were:   

• Technoprobe – the Italian designer and manufacturer of semiconductor probe cards and 

the world's second-largest maker by volume surged over the quarter after raising 

guidance on record AI-chip testing demand, lifting its medium-term sales target and 

bringing it forward a year. 

• Asta Energy Solutions – the Austrian manufacturer of continuously transposed 

conductor products for power transformers gained over the quarter as record results 

showed net income more than five-fold higher and margins ahead of guidance, driven 

by robust grid-equipment demand. 

• Belimo – the Swiss manufacturer of actuators, valves and sensors for building HVAC 

control systems rose over the quarter as the group's record momentum continued, with 

revenue past CHF1 billion and margins expanding, led by Americas growth and data-

centre-driven demand. 

The weakest contributors during the quarter were:  

• Technogym – the Italian maker of premium fitness equipment and a global leader in 

gym and wellness machines softened as the stock pulled back from an extended 

valuation, as well as rising concerns about increased raw material costs. 

• Clarkson – the British shipbroking and marine services group declined over the quarter 

as freight rates began to normalise from the Strait of Hormuz-driven spike. 

• ATOSS Software – the German provider of workforce and time-management software 

weakened as European software stocks broadly de-rated on fears that AI-driven 

automation could erode per-seat licensing economics, compressing valuations across 

high-growth SaaS names. 
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Engagement / ESG  

Clarkson – the British shipbroking and marine services group 

During the quarter, we contacted Clarkson after MSCI flagged the company for a moderate 

social controversy relating to labour practices. The issue related to H. Clarkson & Company 

being named in the October 2025 UK National Minimum Wage naming round for underpaying 

five employees by a total of £931.93, arising from a 2021 payroll error linked to age-related wage 

thresholds. Clarkson confirmed that all affected employees were reimbursed in full, paid a 

£863.99 regulatory penalty, and has since implemented automated payroll flagging to prevent 

recurrence. The engagement is now closed, with no further action required. 

Pfisterer – the German manufacturer of high-voltage cable accessories 

During the quarter, we contacted Pfisterer ahead of its AGM to raise concerns flagged by proxy 

adviser ISS over two resolutions: a proposed authorised capital allowing non-pre-emptive 

issuance of up to 74.2% of issued share capital, and dividend-linked variable pay for supervisory 

board non-executives. Having received an insufficient response, we voted against both 

resolutions at the AGM as an escalation. We will continue to monitor the company's approach 

to capital authority, pre-emption rights and board remuneration. 

Outlook 

We do not attempt to forecast the path of policy or geopolitics: the speed with which the Middle 

East war premium built and then unwound this quarter is itself evidence of how quickly 

narratives can reverse. We focus instead on what the quarter revealed about the Portfolio itself. 

The divergence between resilient European LargeCap and a sharply weaker Continental 

European SmallCap market in June is, in our view, the more important signal for this Fund. A 

technology-led rotation and political uncertainty pushed smaller, less liquid names down 

indiscriminately, widening the valuation gap between our holdings and the wider market. This 

occurred despite operational delivery remaining strong across many of our businesses. We 

believe periods of indiscriminate selling of this kind are precisely when a bottom-up, stock-

specific approach should be able to add the most value, and we continue to use them to reassess 

conviction across the portfolio rather than to react to short-term sentiment. 



 

5 

The Portfolio's characteristics continue to reflect our Quality Growth approach: a bias towards 

well-run, structurally advantaged businesses. The Fund's headline valuation has risen over the 

quarter, and we are watching this closely, but we believe it is justified by the strength of earnings 

growth across the Portfolio, with consensus expectations of 26% growth in 2026 and 17% in 

2027. It is this combination of quality businesses and genuine earnings delivery, rather than 

valuation alone, that continues to underpin our conviction in the Fund's holdings. 

More broadly, we remain focused on identifying high-quality European smaller companies with 

durable competitive positions and genuine structural demand drivers, whether in grid 

infrastructure, data-centre-related capital spending or niche industrial end-markets. Our 

engagement work this quarter, from Clarkson's remediation of a labour practices matter to our 

AGM escalation at Pfisterer, continues alongside our investment process, and we believe the 

combination of active ownership and disciplined stock-picking remains well suited to a market 

as dispersed as the one we saw this quarter.  
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The views expressed in this article are those of the author at the date of publication and not necessarily those of Montanaro 

Asset Management Ltd. The information contained in this document is intended for the use of professional and institutional 

investors only. It is for background purposes only, is not to be relied upon by any recipient, and is subject to material updating, 

revision and amendment and no representation or warranty, express or implied, is made, and no liability whatsoever is 

accepted in relation thereto. This memorandum does not constitute investment advice, offer, invitation, solicitation, or 

recommendation to issue, acquire, sell or arrange any transaction in any securities. References to the outlook for markets are 

intended simply to help investors with their thinking about markets and the multiple possible outcomes. Investors should 

always consult their advisers before investing. The information and opinions contained in this article are subject to change 

without notice. 
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