January 4, 2021

December 2020 - Performance Update

Dear Friends & Partners:
Our investment returns are summarized in the table below.
Strategy

Month

YTD

12 Months

24 Months

Inception

LRT Economic Moat

+4.36%

-16.56%

-16.56%

+20.25%

+26.70%

LRT Market Neutral

+1.15%

+5.20%

N/A

N/A

+5.20%

Results as of 12/31/2020. Periods longer than one year are annualized. All results are net of all fees and expenses. Past returns
are no guarantee of future results. Please contact us if you would like to receive a full performance tearsheet. Please see the end of
this letter for additional disclosures.

December was a good month for both of our investment strategies. The Economic Moat Strategy performed
well, as did the Market Neutral Strategy. The Market Neutral’s strategy performance is particularly notable
given the sharp outperformance of small-cap stocks during the month (8.64%) vs. the broad market S&P
500 (3.7%). Small-cap outperformance typically acts as a headwind for the Market Neutral Strategy given
that we are predominantly hedged with small and mid-cap index ETFs.
Expect a longer letter, detailing our thoughts for the year, next month. Until then, should you have any
questions or concerns, please reach out. I look forward to hearing from you.

Lukasz Tomicki
Portfolio Manager
LRT Capital
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Appendix I: Attributions and Holdings
LRT Economic Moat

LRT Market Neutral

Top Holdings – weights as of 12/1/2020

Top Holdings – weights as of 12/1/2020

The Clorox Company (CLX)

5.43%

Novo Nordisk A/S (NVO)

3.54%

Target Corp. (TGT)

4.21%

The Clorox Company (CLX)

3.46%

Domino's Pizza, Inc. (DPZ)

4.12%

Becton, Dickinson and Company (BDX)

3.17%

Becton, Dickinson and Company (BDX)

3.92%

AO Smith Corp. (AOS)

2.97%

Church & Dwight Co. Inc. (CHD)

3.55%

Amerisafe, Inc. (AMSF)

2.88%

BWX Technologies, Inc. (BWXT)

3.40%

RLI Corp. (RLI)

2.73%

Credit Acceptance Corp. (CACC)

3.22%

BWX Technologies, Inc. (BWXT)

2.71%

BlackLine, Inc. (BL)

2.93%

Target Corp. (TGT)

2.68%

Papa John's International Inc. (PZZA)

2.90%

Domino's Pizza, Inc. (DPZ)

2.62%

2.83%

American Water Works Company, Inc. (AWK)

McCormick & Company, Incorporated (MKC)
Top Holdings Total

36.51%

Top Holdings Total

Hedges – weights as of 12/1/2020
iShares 20+ Year Treasury Bond (TLT)

Hedges – weights as of 12/1/2020
37.07%

Vanguard Mid-Cap ETF (VO)

-18.49%

Vanguard Small-Cap ETF (VB)

-17.28%

iShares Core S&P Mid-Cap (IJH)

-16.73%

iShares Russell 2000 (IWM)

-16.53%

Return Attribution
Long Equity
Hedges

2.60%
29.36%

Return Attribution
3.42%
-0.46%

Long Equity
Hedges

5.16%
-4.28%

Unlevered Gross Return

2.78%

Unlevered Gross Return

0.89%

Leveraged Gross Return

4.45%

Leveraged Gross Return

1.51%

Net Return

4.36%

Net Return

1.15%

Net returns are net of a hypothetical 1% annual management fee (charged quarterly) and 20% annual performance fee. Individual
account results may vary due to the timing of investments and fee structure. Please consult your statements for exact results.
Please see the end of this letter for additional disclosures.
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Appendix II: Investment Philosophy
In the past twenty-four months we saw a large increase in the number of LRT Capital partners (the term we
use to describe our clients). With so many newcomers, it is important that we write about our investment
philosophy again.
Here are the key points:
•
•

•
•
•
•

Exceptional stock returns come from exceptional business returns on a per-share basis.
We seek to invest in high-quality companies, i.e. those possessing sustainable competitive
advantages (moats), the ability to grow and reinvest capital over time, and management that excels
at capital allocation.
We only purchase companies whose shares trade at a discount to our assessment of their intrinsic
value.
It is futile to predict short-term market movements. We seek to hold our investments for as long as
possible.
The financial markets are dominated by short-term traders who see stocks as casino chips. This
occasionally allows us to purchase shares in great companies at large discounts to their true worth.
If we are right about the trajectory of the businesses we invest in, over time we will be right on the
trajectory of their stock prices.

We view stock market volatility as a source of opportunity. Volatility allows us to profit by acquiring shares
in superb businesses at attractive prices. The more that markets (the “other” participants) are irrational, the
more likely we are to reach our ambitious performance objectives.
Over the long run, stocks are the best investment asset class, but our experience has taught us that our
investment process will not generate linear returns. In some years, our portfolio will outperform and in
others it will generate a below average return. This is a certainty that we must accept. We are long-term
investors and we do not try to dance in and out of the market.
In summary, our investment strategy can be summed up in three steps:
•
•
•
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Only seek out high-quality companies.
Do not overpay.
Do nothing – patience and discipline are the keystones to success.
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Disclaimer and Contact Information
LRT Capital Management, LLC is an Exempt Reporting Adviser with the Texas State Securities Board,
CRD #290260. Past returns are no guarantee of future results. Results are net of a hypothetical 1% annual
management fee (charged quarterly) and 20% annual performance fee. Individual account returns may vary
based on the timing of investments and individual fee structure.
This memorandum and the information included herein is confidential and is intended solely for the
information and exclusive use of the person to whom it has been provided. It is not to be reproduced or
transmitted, in whole or in part, to any other person. Each recipient of this memorandum agrees to treat the
memorandum and the information included herein as confidential and further agrees not to transmit,
reproduce, or make available to anyone, in whole or in part, any of the information included herein. Each
person who receives a copy of this memorandum is deemed to have agreed to return this memorandum to
the General Partner upon request.
Investment in the Fund involves significant risks, including but not limited to the risks that the indices
within the Fund perform unfavorably, there are disruption of the orderly markets of the securities traded in
the Fund, trading errors occur, and the computer software and hardware on which the General Partner relies
experiences technical issues. All investing involves risk of loss, including the possible loss of all amounts
invested. Past performance may not be indicative of any future results. No current or prospective client
should assume that the future performance of any investment or investment strategy referenced directly or
indirectly herein will perform in the same manner in the future. Different types of investments and
investment strategies involve varying degrees of risk—all investing involves risk—and may experience
positive or negative growth. Nothing herein should be construed as guaranteeing any investment
performance. We do not provide tax, accounting, or legal advice to our clients, and all investors are advised
to consult with their tax, accounting, or legal advisers regarding any potential investment. For a more
detailed explanation of risks relating to an investment, please review the Fund’s Private Placement
Memorandum, Limited Partnership Agreement, and Subscription Documents (Offering Documents).
This report is for informational purposes only and does not constitute an offer to sell, solicitation to buy,
or a recommendation for any security, or as an offer to provide advisory or other services in any
jurisdiction in which such offer, solicitation, purchase or sale would be unlawful under the securities laws
of such jurisdiction. Any offer to sell is done exclusively through the fund's Private Placement
Memorandum. All persons interested in subscribing to the Fund should first review the Fund’s Offering
Documents, copies of which are available upon request. The information contained herein has been
prepared by the General Partner and is current as of the date of transmission. Such information is subject
to change. Any statements or facts contained herein derived from third-party sources are believed to be
reliable but are not guaranteed as to their accuracy or completeness. Investment in the Fund is permitted
only by "accredited investors" as defined in the Securities Act of 1933, as amended. These requirements
are set forth in detail in the Offering Documents.
LRT Capital Management, LLC
108 Wild Basin Road, Suite 250
Austin, TX 78746
Office: +1 512 320 9085
www.lrtcapital.com
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