
 

 
Q4 Investor Update | Langdon Global Smaller Companies Fund  

 

1 

 

 

 

 

Q4 2025 INVESTOR UPDATE 

Langdon Global Smaller Companies Portfolio 

 

Net Performance Q4 2025 1 Year 3 year Since inception2 

Langdon Global Smaller Companies Portfolio1 -0.5% 6.9% 17.5% 15.0% 
 
1 LEP 210 ( Class F) – Performance is net of fees. 
2 Since inception date of August 26, 2022. 
Performance as at December 31, 2025. Returns greater than one year are annualized. Past performance is not indicative of future performance. Please see the important 
information in the endnote below. 

 

The Langdon Global Smaller Companies Portfolio declined approximately 0.5% in the fourth quarter of 2025 and 
delivered a return of 6.9% for the full year.  

While the Q4 result was disappointing in isolation, 2025 reflected many of the defining characteristics of investing in 
global smaller companies: elevated volatility, sharp shifts in sentiment, and frequent disconnects between short-
term share price movements and long-term business value. These are features of the asset class that we consider 
necessary preconditions to generate material outperformance. We have capitalized on these factors and intend to 
continue to do so over the medium and long term. 

As we reflect on the year and look ahead to 2026, our conviction in the portfolio remains high. We believe today 
represents the strongest opportunity for future value creation since we launched the firm in 2022. It remains a 
concentrated collection of businesses with durable competitive positions, strong balance sheets, and management 
teams capable of compounding intrinsic value at a high rate through cash earnings growth. Periods such as 2025 
test patience, but they also reinforce the importance of discipline and long-term orientation in this segment of the 
market. 

Market and Portfolio Context 

Global equity markets in 2025 were shaped by a familiar mix of crosscurrents: easing inflation, shifting expectations 
around interest rates, uneven consumer demand, and ongoing caution toward economically sensitive and smaller-
capitalization companies. While large-cap indices performed reasonably well, smaller companies experienced 
significantly greater dispersion, with sentiment often swinging sharply in response to short-term data points. 

During the first part of the year, global equities experienced a sharp drawdown as investor sentiment deteriorated 
and risk appetite contracted. While the portfolio was not immune to this volatility, its drawdown was materially less 
severe than that of the broader market. At the height of the volatility, the portfolio declined by less than 6%, 
compared with more than a 13% drawdown for the MSCI World Index. 

We view this outcome as a meaningful real-world stress test of our approach. Importantly, the portfolio’s relative 
resilience was not the result of market timing, macro positioning, or exposure to defensive factors. Instead, it 
reflected the underlying quality of the businesses we own, including balance-sheet strength, cash generation, and 
management teams that can adapt operating plans as conditions tighten. 

Periods of stress often expose the difference between concentration on ideas and concentration on risk. While the 
portfolio is intentionally focused, it is not constructed around narrow themes or single-factor exposures. We believe 
true diversification comes from owning a small number of well-understood businesses with different economic 
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drivers, rather than from owning many variations of the same macro or factor trade. In contrast, portfolios 
concentrated in popular themes or factors can appear diversified on the surface, but often experience correlated 
drawdowns when sentiment shifts. 

The portfolio’s ability to act as a shock absorber during this period also has important implications for long-term 
compounding. Shallower drawdowns reduce the amount of capital required to recover and allow intrinsic value 
growth to translate more efficiently into long-term returns. In our view, downside protection during periods of 
stress is at least as important as upside participation during strong markets. 

Attribution and Company Commentary 

From our perspective, 2025 was less about aggregate returns and more about how the portfolio behaved under 
pressure. In multiple cases, we were able to add to positions where our conviction increased as prices declined, 
reinforcing long-term return potential. 

Several positions that detracted meaningfully in the first half of 2025 rebounded strongly in the second half, 
particularly in Q4. Others continued to face skepticism despite limited changes in underlying fundamentals. 

The largest contributors in Q4 included: YETI, a premium outdoor products company; Watches of Switzerland 
Group, a luxury watch retailer; and CSW Industrials, a diversified industrial products company. 

YETI Holdings 

YETI was a significant detractor in the first half of 2025, as concerns about consumer demand, drinkware inventory 
levels, and discretionary spending dominated the narrative. Share prices declined despite limited evidence of 
structural deterioration in the business. 

In the second half of the year, and particularly in Q4, YETI rebounded sharply and became one of the portfolio’s 
largest contributors. The improvement reflected execution rather than a change in the environment. Inventory 
levels normalized, margins stabilized, and the business continued to generate strong free cash flow. 

We believe YETI is emerging from this period with a stronger competitive position and a very strong new product 
roadmap. Management has demonstrated discipline in inventory and pricing, continued to invest in product 
innovation, and expanded its direct-to-consumer channel. Over a four- to five-year horizon, we see a credible path 
to doubling cash earnings and intrinsic value. 

Watches of Switzerland Group 

Watches of Switzerland followed a similar trajectory to YETI in 2025. The stock was pressured earlier in the year amid 
macro uncertainty before becoming one of the portfolio’s largest contributors in Q4. 

The recovery reflected improved confidence in management execution rather than a sudden improvement in end-
market conditions. The company continues to benefit from its position as a leading retailer of highly desirable 
luxury watch brands, supported by strong client relationships and disciplined inventory management. Tariffs have 
hit the Swiss watch industry hard, but companies can mitigate the impact through retail price adjustments, transfer 
pricing strategies, and tighter cost controls. Today, manufacturers rely on their retail partners more than at any time 
in the past decade. A good example is Rolex, which now allows authorized wholesalers, such as Watches of 
Switzerland, to become exclusive retailers of pre-owned timepieces, creating an additional revenue stream 
alongside service-related income. 

We believe Watches of Switzerland remains well-positioned to compound intrinsic value even in a more muted 
consumer environment. Operational leverage, continued market-share gains, and a focus on return on invested 
capital underpin our long-term thesis. We see a credible path to doubling cash earnings over the next four to five 
years. 

Gains in YETI, Watches of Switzerland and CSW Industrials were offset by weakness in a limited number of positions, 
most notably Burford Capital, a litigation finance firm, which was the largest detractor during the quarter. 

Burford Capital 
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Burford was one of the portfolio’s most challenging holdings in 2025, down about 28%. The stock detracted, 
reflecting continued investor focus on the timing and predictability of realizations (namely, a very large single case) 
despite having a diversified portfolio of hundreds of cases and a historical track record of 30%+ gross IRRs.  

Our investment case has never depended on smooth quarterly earnings or short-term accounting outcomes. 
Burford operates a differentiated platform that can deploy capital to deliver attractive returns across a diversified 
portfolio of legal assets. Long-term value is driven by aggregate cash realizations rather than quarter-to-quarter 
volatility. 

Management remained focused on balance-sheet strength, disciplined capital deployment, and improved 
transparency around portfolio performance. While sentiment remained cautious, we believe these actions enhance 
the franchise's long-term value. 

Looking ahead, we see a clear path to materially higher cash earnings as Burford’s portfolio matures and capital is 
recycled into new opportunities. Our base case remains that intrinsic value can double over the next four to five 
years, without reliance on economic tailwinds or multiple expansion. The stock is the cheapest on price-to-book and 
enterprise value-to-invested capital it has ever been and is poised to deliver regardless of the outcome of its case 
against the Argentinian government.  

A defining feature of 2025 was the dispersion across the portfolio. Consumer-exposed holdings were among the 
largest detractors in the first half of the year and among the largest contributors by year-end. In our view, this 
reflected shifts in sentiment, inventories, and positioning rather than meaningful changes in long-term earnings 
power. 

Importantly, the recovery in Q4 was narrow and stock specific. Performance was driven by a small number of 
businesses executing in a challenging environment, with no major fundamental impairments across our existing 
investments.  

Closing Thoughts 

As we enter 2026, we remain cautious about making broad macroeconomic predictions. Our outlook is grounded in 
a bottom-up assessment of the businesses we own. 

Across the portfolio, we see companies entering the year with leaner cost structures, improved working capital 
discipline, and balance sheets positioned to support both resilience and opportunity. In short, they continue to 
control the controllables while building stronger businesses over time. Valuations across several holdings remain 
attractive relative to our estimates of intrinsic value, reflecting continued skepticism around near-term conditions. 

We believe this creates a favourable setup for long-term investors. If operating conditions stabilize or modestly 
improve, the portfolio could benefit from both earnings growth and valuation normalization (which we view as a 
free option). Even in a more challenging environment, we believe the businesses we own are positioned to 
compound cash flow and thus value over time. 

Just as importantly, we believe the portfolio enters 2026 positioned to deliver a return stream that is differentiated 
not only in its sources of upside but also in how it behaves during periods of market stress. 

Investing in smaller companies requires patience, conviction, and a willingness to look wrong in the short term. 
2025 tested all three. It also reinforced why we focus on fundamentals rather than headlines, and why we remain 
committed to a disciplined, owner-oriented approach. 

We enter 2026 confident in the quality of the portfolio and encouraged by the actions management teams are 
taking across our holdings. We thank you for your continued trust and partnership. 

 

 

 

 

Written by 

 
Greg Dean  

 Founder and Lead Investor 
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DISCLAIMER 
 
This article is prepared by Langdon Equity Partners. Content in respect of the Langdon Smaller Companies Fund (ARSN 657 901 614 
(the Fund) is issued by Pinnacle Fund Services Limited ABN 29 082 494 362 AFSL 238 371 (‘PFSL’) as responsible entity of the Fund. 
PFSL is not licensed to provide financial product advice. It contains general information only, including any companies identified by 
name and/or their respective trademarks. It is not intended as a securities recommendation or statement of opinion intended to 
influence a person or persons in making a decision in relation to investment. It has been prepared without taking account of any 
person’s objectives, financial situation or needs. Any persons relying on this information should obtain professional advice before 
doing so.  
 
All statistical figures (exact and/or approximate) referenced throughout this article have been derived from publicly available sources, 
our own internal research/analysis, or a combination of both.  
 
Past performance is for illustrative purposes only and is not indicative of future performance.  
 
While Langdon Equity Partners Limited (‘Langdon’) and PFSL believe the information contained in this communication is reliable, no 
warranty is given as to its accuracy, reliability or completeness and persons relying on this information do so at their own risk. Subject 
to any liability which cannot be excluded under the relevant laws, Langdon and PFSL disclaim all liability to any person relying on the 
information contained in this communication in respect of any loss or damage (including consequential loss or damage), however 
caused, which may be suffered or arise directly or indirectly in respect of such information. This disclaimer extends to any entity that 
may distribute this communication.  
 
FOR AUSTRALIAN CLIENTS:  
The Product Disclosure Statement (‘PDS’) and Target Market Determination (‘TMD’) of the Fund are available via the links below. Any 
potential investor should consider the PDS and TMD before deciding whether to acquire, or continue to hold units in, the Fund.  
 
Link to the Product Disclosure Statement: here  
 
Link to the Target Market Determination: here  
 
For historic TMD’s please contact Pinnacle Client Service Phone 1300 010 311 or Email service@pinnacleinvestment.com  
 
FOR CANADIAN CLIENTS:  
Important Information: Commissions, trailing commissions, management fees, and expenses all may be associated with mutual fund 
investments. Please read the fund’s prospectus and other fund documents before investing by following the links below. Mutual funds 
are not guaranteed, their values change frequently, and past performance may not be repeated. This performance information is as of 
December 31, 2025, and represents historical returns, which do not predict future results. The indicated rates of return for periods of 
less than one year are not annualized. Performance data is net of fees and assumes reinvestment of distributions but does not 
account for sales, redemption, distribution, or optional charges, or income taxes payable by any securityholder that would have 
reduced returns. Important information about each Langdon mutual fund is contained in its prospectus, fund facts document and in 
its management report on fund performance. Any potential investor should review these documents prior to making any investment 
decision relating to such fund. You can view copies of these documents by following the links below:  
 
Link to the Langdon Global Smaller Companies Portfolio Disclosure Documents: here  
 
Link to the Langdon Canadian Smaller Companies Portfolio Disclosure Documents: here 
 

 

https://cdn.prod.website-files.com/625d1032430836bd39ab9e7a/62947787e1953442099549d6_20220603_Langdon%20Global%20Smaller%20Companies%20Fund_PDS%5B65%5D.pdf
https://cdn.prod.website-files.com/625d1032430836bd39ab9e7a/62933ce565b5d695efbba747_Langdon%20Global%20Smaller%20Companies%20Fund%20Class-A%20TMD.pdf
https://www.langdonpartners.com/langdon-global-smaller-companies-portfolio
https://www.langdonpartners.com/langdon-canadian-smaller-companies-portfolio
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