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Brandes Investment Partners 
U.S. Small Cap Value Equity Strategy Notes 
First Quarter 2025 (1 January – 31 March 2025) 

The Brandes U.S. Small Cap Value Equity Strategy fell 6.30% (gross of fees), outperforming its benchmark, the Russell 
2000 Index, which was down 9.48% in the quarter. The Russell 2000 Value Index declined 7.74%. 
 
Positive Contributors 
Leading contributors included energy and services business Innovex, regional jet manufacturer Embraer, medical 
device company LENSAR, software company SolarWinds, and building materials company Buzzi. 
 
Both LENSAR and SolarWinds benefited from buyout announcements. In February, Turn/River Capital announced that 
it would buy SolarWinds for $18.5/share, approximately a 35% premium to the average 90-day trading price of $13.70. 
In March, Alcon announced that it would acquire LENSAR for $14.00 per share in cash with an additional non-
tradeable contingent value right offering of up to $2.75 per share in cash. The total potential consideration of $16.75 
represents a 47% premium to the average 90-day trading price. 
 
Embraer has maintained its impressive streak, announcing several new wins against competitors in its defence 
business. This, coupled with an expanding order backlog for regional jets, has further boosted market confidence in 
the company’s prospects. 
 
On a relative basis, our underweight to information technology sector, the worst performing sector in the benchmark, 
helped relative returns. 
 
Performance Detractors 
Notable detractors included select industrial holdings, specifically machinery companies Graham and L.B. Foster, and 
construction and engineering business Orion Group. Consumer discretionary companies Hanesbrands and American 
Outdoor Brands weighed on returns as well. 
 
Both Graham holdings and Orion Group declined after announcing via their quarterly earnings reports that their 
revenue and full-year guidance had missed analyst expectations. Similarly, Hanesbrands’ share price fell after it 
declared disappointing quarterly results and the departure of its CEO. We added to our positions in all three 
companies based on the share-price weakness, viewing their recent issues as temporary setbacks. 
 
Select Activity in the Quarter 
We initiated positions in pizza company Papa John’s and forest products company Canfor. 
 
Papa John’s, which began operating in 1984, is one of the largest players in the global quick-service restaurant (QSR) 
pizza market, boasting more than 6,000 restaurants across 50 countries. The company operates a primarily franchise-
based system, owning ~9% of its restaurants. It generates revenue from franchise royalties, sales of pizza and related 
products at its company-owned stores, and sales from its supply chain, which supplies its franchises with consistent 
quality pizza dough and sauce. Papa John’s is the fourth-largest limited-service pizza chain both in the U.S. and 
globally, with the significant majority of its products contributed from North America. 
  
Papa John’s share price declined almost 50% over the past year, largely due to concerns about its weak same-store 
sales performance, a challenging operating environment for consumption and the impact from third-party aggregators 
for food delivery, as well as the departure of its CEO in March 2024. In August 2024, the company announced Todd 
Penegor, former CEO of Wendy's, as its new CEO. We view Penegor’s appointment as a positive step, but it will take 
time for his vision to materialize. Under his leadership, Papa John’s is working to improve its value perception with 
customers, better leverage its information technology, and improve the performance of its international business. 
  
We find the risk/reward trade-off of the investment opportunity compelling at current levels. The company is trading at 
an undemanding valuation that does not seem to reflect credit for restoring fundamental performance and margin 
improvement. 
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Other portfolio activity included full sales of natural gas utility Spire and over-the-counter pharmaceutical 
manufacturer Prestige Consumer Healthcare as both companies appreciated to our estimates of their respective 
intrinsic values. We also fully divested SolarWinds after it agreed to be acquired at a share price above our estimate of 
its intrinsic value. 
 
Current Positioning 
Allocation to companies in the industrials sector continues to be the largest weighting and relative overweight from a 
sector standpoint. The portfolio also maintains key weights in health care, consumer discretionary, materials, and 
energy. The strategy’s most notable underweights are in financials, information technology, and real estate. Compared 
to the Russell 2000 Value Index, we have significantly less exposure to financials and real estate. 
 
In our opinion, the differences between the Brandes U.S. Small Cap Value Equity Strategy and the broader U.S. small-
cap market continue to make it an attractive complement to other small-cap offerings. Our strategy exhibits lower 
valuations than the Russell 2000 Index, while offering exposure to companies that we believe have strong balance 
sheets, compelling growth prospects and a history of durable free-cash-flow generation. 
 
We are optimistic about the potential of value stocks in general and believe the Brandes U.S. Small Cap Value Equity 
Strategy remains well positioned from a long-term risk/reward perspective. 
 
 
Term definitions: https://www.brandes.com/termdefinitions 

The Russell 2000 Index with gross dividends measures the performance of the small cap segment of the U.S. equity universe. 

The Russell 2000 Value Index with gross dividends measures performance of the small cap value segment of the U.S. equity universe. Securities are categorized as 
growth or value based on their relative book-to-price ratios, historical sales growth, and expected earnings growth. 

Diversification does not assure a profit or protect against a loss in a declining market. 

The foregoing Quarterly Commentary reflects the thoughts and opinions of Brandes exclusively and is subject to change without notice. The information provided in 
the commentary should not be considered a recommendation to purchase or sell any particular security. It should not be assumed that any security transactions, 
holdings or sectors discussed were or will be profitable, or that the investment recommendations or decisions we make in the future will be profitable or will equal the 
investment performance discussed herein. International and emerging markets investing is subject to certain risks such as currency fluctuation and social and 
political changes; such risks may result in greater share price volatility. There is no assurance that any securities discussed herein will remain in an account’s 
portfolio at the time you receive this report or that the securities sold have not been repurchased. The actual characteristics with respect to any particular account will 
vary based on a number of factors including but not limited to: (i) the size of the account; (ii) investment restrictions applicable to the account, if any; and (iii) market 
exigencies at the time of investment. Unlike bonds issued or guaranteed by the U.S. government or its agencies, stocks and other bonds are not backed by the full 
faith and credit of the United States. Stock and bond prices will experience market fluctuations. Please note that the value of government securities and bonds in 
general have an inverse relationship to interest rates. Bonds carry the risk of default, or the risk that an issuer will be unable to make income or principal payment. 
There is no assurance that private guarantors or insurers will meet their obligations. The credit quality of the investments in the portfolio is not a guarantee of the 
safety or stability of the portfolio. Investments in Asset Backed and Mortgage Backed Securities include additional risks that investors should be aware of such as 
credit risk, prepayment risk, possible illiquidity and default, as well as increased susceptibility to adverse economic developments. Securities of small companies 
generally experience more volatility than mid and large sized companies. Although the statements of fact and data in this report have been obtained from, and are 
based upon, sources that are believed to be reliable, we cannot guarantee their accuracy, and any such information may be incomplete or condensed. Strategies 
discussed are subject to change at any time by the investment manager in its discretion due to market conditions or opportunities. The Brandes investment approach 
tends to result in portfolios that are materially different than their benchmarks with regard to characteristics such as risk, volatility, diversification, and concentration. 
Please note that all indices are unmanaged and are not available for direct investment. Past performance is not a guarantee of future results. No investment strategy 
can assure a profit or protect against loss. Market conditions may impact performance. The performance results presented were achieved in particular market 
conditions which may not be repeated. Moreover, the current market volatility and uncertain regulatory environment may have a negative impact on future 
performance. The margin of safety for any security is defined as the discount of its market price to what the firm believes is the intrinsic value of that security. The 
declaration and payment of shareholder dividends are solely at the discretion of the issuer and are subject to change at any time. 
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being provided for information purposes only, no representation or warranty is made, whether express or implied as to the accuracy or completeness of the 
information provided. To the fullest extent permitted by law Brandes Europe shall not be liable for any loss or damage suffered by any person as a result of the receipt 
of this report. Recipients of this report should obtain their own professional advice. The distribution of this report may be restricted by law. No action has been or will 
be taken by Brandes Europe to permit the possession or distribution of this report in any jurisdiction where action for that purpose may be required. Accordingly, this 
report may not be used in any jurisdiction except under circumstances that will result in compliance with any applicable laws and regulations. Persons to whom this 
report is communicated should inform themselves about and observe any such restrictions. This information is being issued only to, and/or is directed only at (i) 
persons who have professional experience in matters relating to investments or (ii) are persons falling within Article 49(2)(a) to (d) (“high net worth companies, 
unincorporated associations etc.”) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 or to whom it may otherwise lawfully be 
communicated (all such persons together being referred to as “Relevant Persons”). This communication must not be acted on or relied on by persons who are not 
Relevant Persons. Any investment or investment activity to which this communication relates is available only to Relevant Persons and will be engaged in only with 
Relevant Persons. This report is a confidential communication to, and solely for the use of, the persons to whom it is distributed to by Brandes Europe. 
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