
 

See pages 3 & 4 for important disclosures. Page 1 of 4 
 

 
HS Perspectives 

  
Investment styles ebb and flow . . . fundamentals never go out of favor 

 

640 Fifth Avenue, 18th Floor 
New York, NY 10019 
info@hsmanage.com 
www.hsmanage.com 

January 24, 2022 

 

The Signal, The Noise 

Gregory A. Nejmeh, CFA 
Partner & President 

 
 
 

As the team at HS Management Partners reflects on the week just ended and the one just begun, and the 

value destruction occurring in many pockets of the equity (and other) markets, we continue to focus 

tirelessly on the core determinants of our investment process and performance: identifying 20-25 quality 

businesses capable of advancing portfolio earnings and cash flows in a consistent, visible manner while 

being very attentive to valuation.  Temperament and judgement are companions we particularly enjoy 

spending time with during periods of market stress. 

  

In recent weeks, we have articulated our approach and philosophy within the context of an equity market 

that seemed to have overindulged.  My partner, Harry Segalas, opined in his January 13, 2022, Investment 

Perspective, "In some circles, it has become crazy land.  We are now in a world where celebrities are 

promoting Crypto in expensive TV advertisements.  And don't forget Meme stocks, Robinhood, SPACs, 

IPOs, Disruptive Funds, NFTs, and sky-high market caps being awarded to companies with little or, in many 

cases, no cash flows."  "We are not drawn to asset classes that are risky in nature.  We are drawn to 

assets...businesses that is...that have real earnings, real cash flows, and real free cash flows."  A month 

earlier, I authored a thought piece entitled "Behind the Wheel" (12/14/21) which expressed similar 

sentiments.  My view was that we'd gone from a liquidity driven market ('20), to earnings driven ('21), and 

that this year would be one in which valuation takes the wheel.  We made the point that, amidst novel 

approaches to rationalizing equity market valuations, we believed clients were calling upon us to be the 

adults in the room, the designated driver, employing time-tested foundational investment principles of 

valuing businesses acquired by operating in the markets for now five decades.  We are happy to send 

those pieces to clients, and they can also be accessed on our HS Management LinkedIn page or HS 

Management website (www.hsmanage.com).  

H S
MANAGEMENT
PARTNERS, LLC

https://www.hsmanage.com/fourth-quarter-2021-investment-perspective/
https://www.hsmanage.com/fourth-quarter-2021-investment-perspective/
https://www.hsmanage.com/behind-the-wheel/
https://www.linkedin.com/company/hs-management-partners-llc/posts/?feedView=all&viewAsMember=true
http://www.hsmanage.com/
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From our perspective, this is not a time for hand wringing, rather a time to open our hands to the 

opportunities and possibilities being presented by the dislocations.  Volatility can be a friend provided 

your process allows you to move nimbly when armed with the right set of tools...so our team is in the 

shop, ensuring our toolset is sharp. 

  

We've spoken about several variables when evaluating businesses throughout the pandemic.  We think 

three in particular are of relevance now: (1) valuation; (2) an assessment of cash flow/earnings prospects 

as the world normalizes – that is, do we own businesses who can continue to advance the ball from a 

baseline that has been reset higher, or selected companies that may have over-earned and therefore the 

risk of earnings and multiple diminution exists; and (3) consideration of balance sheets and liquidity 

profiles now compared to what existed in March '20.  While distinct in nature, each piece of the puzzle 

forms part of the mosaic when determining value.   

  

We need to distinguish fact – The Signal, associated with long-term prospects – from fiction – The Noise, 

often distorted by short term market dislocations: the price of a security is factual, the determination of 

value subjective, and only as validly estimable as the quality of the underlying assumptions.  

  

An Oscar Wilde quote is prescient: "Nowadays people know the price of everything and the value of 

nothing."  We have a process that we believe, while admittedly imprecise, allows us to better align the 

two, and in so doing affords us the inputs needed to make what we deem to be the best decisions possible 

at a given moment. 

  

There are many approaches that can be taken to consider valuation, earnings/cash flow modeling, and 

balance sheet/liquidity positions, and our seasoned team of investment professionals is well versed in 

applying such techniques.  Rest assured that as stewards of our clients' scarce capital, we are thinking 

critically about each element of the value proposition as it relates to what we own.  We remain focused 

on the toolset being as current as possible aiming to make reasoned, informed portfolio decisions given 

the larger opportunity set presented by market volatility. 
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HS Management Partners, LLC 
Concentrated Quality Growth Composite 

GIPS© Report 
 

 
* Performance shown for 2007 is from April 1, 2007 through December 31, 2007. 
** HS Management Partners, LLC charges its fees quarterly in arrears and therefore no significant fees were charged to client accounts in the first quarter 
of 2008.  Had a modeled fee of 0.90% per annum been applied, the net of fee return for the first quarter of 2008 would be (10.82%). 
N.A. - Information is not statistically meaningful due to an insufficient number of portfolios (5 or fewer) in the Composite for the entire year. 

The HS Management Partners Concentrated Quality Growth Composite includes all fully discretionary, actively managed, fee paying accounts which employ our style of investing in 20-25 
quality growth businesses.  These accounts must have a market value exceeding $500,000 at the time of initial inclusion in the Composite and have a market value exceeding $300,000 to 
maintain inclusion. 

Accounts that have contributions/withdrawals of greater than 10% of their market value (at the time of the cash flow) shall be excluded from Composite membership.  Accounts that are 
not actively managed according to the intended strategy are excluded at the end of the last full day in which they last met the inclusion criteria.  Accounts are reinstated into the Composite 
on the first day after the account again meets our inclusion criteria.  Prior to April 1, 2009, our inclusion and exclusion criteria were applied on a monthly basis, rather than daily.  There are 
accounts paying zero commissions included in the Composite.  Additional information regarding the treatment of significant cash flows is available upon request.  Also available upon 
request are policies for valuing investments, calculating performance, and preparing GIPS Reports. 

For benchmark purposes, the Composite is compared to the S&P 500® and Russell 1000® Growth indices, however, the Composite may contain securities not represented in either or both 
indices.  The HS Management Partners Concentrated Quality Growth Composite was created January 1, 2008 (the inception date of the Composite was April 1, 2007).  Prior to January 1, 
2008 the accounts in the Composite were non-fee paying individual accounts managed by Harry Segalas in accordance with HS Management Partners’ investment policies, becoming HS 
Management Partners accounts in December 2007.   

The Composite Dispersion presented is an asset-weighted standard deviation calculated using gross performance results for accounts included within the Composite for the entire period.  
In addition, gross performance results are used to calculate the 3-year annualized standard deviation.   

HS Management Partners, LLC claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS 
standards.   HS Management Partners, LLC has been independently verified for the period January 1, 2008 through December 31, 2021.  A firm that claims compliance with the GIPS 
standards must establish policies and procedures for complying with all the applicable requirements of the GIPS standards.  Verification provides assurance on whether the Firm’s policies 
and procedures related to composite, as well as the calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been 
implemented on a firm-wide basis.  The Concentrated Quality Growth Composite has had a performance examination for the periods January 1, 2008 through December 31, 2021.  The 
verification and performance examination reports are available upon request. 

GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. 

The performance track record from April 1, 2007 through December 31, 2007 has been examined by Ashland Partners & Company, LLP and meets the portability requirements of the GIPS® 
standards.  A copy of their report is available upon request. 

HS Management Partners, LLC is an independent SEC registered investment advisor (SEC registration does not imply a certain level of skill or training).  The Firm maintains a complete list 
and description of composites, which is available upon request.  Results are based on fully discretionary accounts under management, including those accounts no longer with the Firm.  
Past performance is not indicative of future results.   

The U.S. Dollar is the currency used to express performance.  When international ordinary shares or ADRs are held in portfolios in the Composite, performance is shown net of foreign 
withholding taxes.  Returns are presented gross and net of management fees and include the reinvestment of all income.  Net of fee performance was calculated using actual management 
fees.  Prior to January 1, 2008, a representative fee of 0.90% annually was applied to the individual accounts in the Composite managed by Harry Segalas.  Additional information regarding 
the policies for calculating and reporting returns is available upon request.  Policies governing compliance with the GIPS® Standards were followed in establishing HS Management Partners’ 
performance record and the accounts to be included therein.  In that regard, certain individual accounts managed by Harry Segalas were excluded from the Composite because of material 
differences in the management style of those accounts and HS Management Partners’ investment policies.  The GIPS® standards were applied retroactively for the purposes of computing 
2007 performance and are being applied prospectively in a consistent manner. 

Investment advisory fees are charged as a percentage of on an account’s assets under management.  The annual fee schedule for accounts that are at least $10 million under management 
is as follows: 0.90% on first $25 million, 0.70% on next $25 million and 0.50% on the balance.  Accounts below $10 million pay the greater of 1% or $10,000.  Actual investment advisory 
fees may deviate from the above fee schedule at the Firm’s sole discretion.  Please refer to our Form ADV for more information related to our fees. 

Firm

Gross Net

2021 3,927 3.813 281 31.43% 30.51% 28.71% 27.60% .64 19.31 17.17 18.17
4Q21 3,927 3.813 281 10.76% 10.57% 11.03% 11.64% .56 19.31 17.17 18.17
3Q21 3,650 3,554 285 -1.14% -1.32% 0.58% 1.16% .09 19.88 18.55 19.91
2Q21 3,791 3,695 284 10.65% 10.46% 8.55% 11.93% .05 19.51 18.26 19.52
1Q21 3,559 3,425 277 8.47% 8.29% 6.17% 0.94% .07 19.49 18.14 19.14

2020 3,491 3,341 284 14.70% 13.88% 18.40% 38.49% .14 19.75 18.53 19.64

2019 3,566 3,478 280 38.12% 37.13% 31.49% 36.39% 1.13 11.29 11.93 13.07

2018 3,145 2,967 259 -4.42% -5.07% -4.38% -1.51% .28 10.04 10.80 12.12

2017 4,028 3,840 236 33.87% 33.06% 21.83% 30.21% .46 9.61 9.92 10.54

2016 3,446 3,269 199 6.92% 6.25% 11.96% 7.08% .10 10.72 10.59 11.15

2015 3,143 3,014 176 3.94% 3.32% 1.38% 5.67% .81 11.03 10.48 10.70

2014 3,295 3,193 148 13.06% 12.39% 13.69% 13.05% .26 9.85 8.98 9.59

2013 2,392 2,298 136 31.76% 31.04% 32.39% 33.48% .09 12.26 11.94 12.18

2012 1,622 1,616 94 28.86% 28.16% 16.00% 15.26% .15 13.82 15.09 15.66

2011 884 880 72 5.55% 5.00% 2.11% 2.64% .11 15.81 18.70 17.76

2010 531 528 46 17.13% 16.44% 15.06% 16.71% .28 19.54 21.85 22.11

2009 292 290 32 35.91% 35.06% 26.46% 37.21% .33

      2008** 172 152 27 (34.49%) (34.80%) (37.00%) (38.44%) N.A.

      2007* - 6 5 or fewer 16.84% 16.08% 4.83% 10.51% N.A.

3-Year Annualized Std Deviation

Composite Composite 
Dispersion 
(Std Dev) 

Composite
Gross

S&P 500®
Russell 
1000®

Growth

Number of 
Accounts

Assets 
(USD)

(millions)

Assets
(millions)

Year
End

Russell 
1000®

Growth
S&P 500®

x

Composite Performance Results
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IMPORTANT DISCLOSURES  
 
This piece represents our opinion as of 1/24/2022 based on our understanding of market conditions and publicly available information.  It has forward-looking statements 
that are by their nature uncertain and based on our assumptions.  There is no assurance that forward-looking statements will prove to be accurate as actual results and 
future events can differ materially from our assumptions.  While we believe that our investment strategy will produce desired returns, we do not guarantee that this will 
be the case, or that we can provide any margin of safety, any actual client experience, any profit or protec�on against loss whatsoever, or that we will achieve our 
investment objec�ves or be successful implemen�ng our strategy.  Inves�ng in securi�es involves significant risks, including the risk of loss of the original amount invested.  
Refer to our Firm Brochure (at hsmanage.com/documents/ or upon request at 212-888-0060) for material risks applicable to our strategy and informa�on regarding our 
Firm.  The informa�on here is solely for illustra�on/discussion, has not been tailored to any par�cular recipient, is subject to change without no�ce, should not be 
construed as a recommendation to buy or sell any particular security, and should not be used as basis for making investment decisions. 

HSMP claims compliance with the Global Investment Performance Standards (GIPS®).  HS Management Partners, LLC is an independent SEC registered investment adviser 
(SEC registra�on does not imply any certain level of skill or training).  The HS Management Partners Concentrated Quality Growth Composite includes all fully discretionary, 
actively managed, investment advisory fee-paying accounts (even if they pay zero trading commissions), which employ our style of investing in 20-25 quality growth 
businesses and have a market value exceeding $500,000 at the time of inclusion, and exceeding $300,000 to maintain inclusion, in the Composite.  The U.S. Dollar is the 
currency used to express performance.  For more information or for a copy of our fully compliant GIPS® Report and/or list of composite descriptions, please contact us at 
212-888-0060. 

Composite performance is presented net-of-fees (net of actual investment advisory fees and trading costs).  Performance includes the reinvestment of dividends and 
other earnings.  The performance shown should not be taken as an indication of how the Composite or a client account will perform in the future.  Past performance is 
not indicative of and does not guarantee future results.  Composite results reflect accounts managed at another en�ty: prior to January 1, 2008, the accounts in the 
Composite were non-fee paying (non-investment-advisory fee-paying) individual accounts managed by Harry Segalas in accordance with HSMP’s investment policies, 
becoming HSMP’s accounts in December 2007.  The Composite is compared to the Russell 1000® Growth Index (R1000G) and the S&P 500® Index (S&P 500) as benchmarks 
for market context.  The R1000G is an unmanaged index that measures the performance of those Russell 1000® Index companies (largest 1,000 U.S. companies based on 
market capitaliza�on) with higher price-to-book ra�os and higher forecasted growth values.  The S&P 500 is an unmanaged market capitaliza�on-weighted index designed 
to measure performance of the broad domes�c economy through changes in the aggregate market value of 500 stocks represen�ng all major industries.  There are 
meaningful differences between the Composite and each index that should be considered when comparing performance, such as in terms of composi�on, concentra�on 
and vola�lity (e.g., the Composite contains securi�es not represented in either index and is much more concentrated than either index in terms of companies and sectors; 
the average market capitaliza�on of companies in the Composite will likely differ from that of either index; and market or economic condi�ons can affect 
posi�vely/nega�vely the Composite’s performance but not the indices to the same extent).  In addi�on, neither index bears fees and expenses and investors cannot invest 
directly in either of them.  Furthermore, we do not seek to mimic any market index in our investment approach and do not maintain limits on industry or sector weigh�ngs. 

Although most discre�onary client accounts are included in the Composite and dispersion is typically low over �me, not all client accounts are in the Composite, and even 
for those in the Composite, there can be dispersion, par�cularly for small client accounts and also when viewed over narrow �me periods.  Small accounts generally 
experience higher dispersion from our Composite than large accounts primarily because they do not par�cipate in trading, alloca�ons, and aggrega�ons to the same 
extent as large accounts given their size and that actual par�cipa�on in trade orders depends, among other factors, on cash available in an account and on our imposed 
per-order share minimums, which typically range anywhere from 5 to 100 shares depending on the stock price.  Also, while the investment merits of a given security drive 
our investment decisions, we take into considera�on the tax status of an account or group of accounts in certain instances when prac�cable (that being said, we are not 
a tax-efficient focused adviser and do not provide tax advice, and clients should consult with their own separate tax advisors in this regard).  In sum, client account holdings 
and performance can deviate from our Composite  and/or from other client accounts (even within the same group and even different accounts of the same client), and 
also from the representa�ve por�olio, for several reasons, such as: client restric�ons, account type and size, �ming and market condi�ons at an account’s incep�on and 
contribu�ons/withdrawals, �ming and terms of trades, actual client investment advisory fees (or the lack thereof), and client directed brokerage/commission recapture 
instruc�ons.  Furthermore, under our sole investment strategy (HSMP Concentrated Quality Growth Equity strategy) we provide investment advice on a discre�onary 
basis (we make all the investment decisions and trade the accounts) and also on a non-discre�onary basis in the form of model por�olios for use in mul�manager products 
(we do not make the final investment decisions nor trade the accounts); therefore, certain informa�on here (including holdings, performance, Composite, and investment 
strategy implementa�on) is not applicable to model por�olio clients as we have no control and do not monitor the implementa�on (complete, par�al or not at all) of 
model por�olios, and the performance of model por�olio clients is not atributable to us.    

We typically build a concentrated por�olio with a hard cap on company names and with an aim to keeping clients’ capital nearly fully invested.  Our investment advice is 
limited to domes�c and foreign equity securi�es of publicly traded companies.  Client accounts generally hold 20-25 companies, although in certain circumstances they 
may hold more or less names.  We do not maintain limits on industry or sector weigh�ngs, and while we do limit por�olio posi�ons by company, clients’ por�olios are 
likely to be significantly concentrated by sector, industry and/or geography, among other factors.   

This document includes general information and has neither been tailored for any specific recipient nor consider your/anyone’s particular investment needs.  Accordingly, 
the information herein is not intended to cause HSMP to become a fiduciary within the meaning of the Investment Advisers Act of 1940, the Investment Company Act of 
1940, Section 3(21)(A)(ii) of the Employee Retirement Income Security Act of 1974, or Section 4975(e)(3)(B) of the Internal Revenue Code of 1986–all as amended.  

When we use HSMP, HS Management Partners, or Firm, we mean HS Management Partners, LLC.   

Trademark and Copyright Disclosures:  Russell Investment Group is the source and owner of the trademarks, service marks, and copyrights related to the Russell 1000® 
Growth Index.  Russell® is a trademark of Russell Investment Group.  S&P 500® Index is a registered trademark of Standard and Poor’s Financial Services LLC, a division of 
the McGraw-Hill Companies, Inc.  Standard & Poor’s is the owner of the trademarks, service marks, and copyrights related to its indexes.  GIPS® is a registered trademark 
of the CFA Institute.  CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein.  Neither 
Standard and Poor’s nor Russell Investment Group nor CFA Institute endorses, promotes, or sponsors HSMP.  The marks, trade names, or copyrighted work included in 
this document are mentioned for identification purposes only and are the property of their respective owners.   

© Copyright 2022 HS Management Partners, LLC.  All rights reserved.  

This material shall not be reproduced without permission.  
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