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The Small Capitalization Composite was up 30.85%, net of fees, for the quarter, (very) slightly behind 
the 31.37% gain for the Russell 2000 Index.1  For 2020, the Small Capitalization Composite was up 
33.61%, net of fees, well ahead of the 19.96% return of the Russell 2000 Index. 
 
The portfolio matched the Russell 2000 this quarter even though most of our defensive names could 
not keep pace with the explosive benchmark results.  Overall, we are very pleased with the full-year 
results and think the portfolio is well-positioned for 2021 and beyond.  As was the case in early 2020, 
the portfolio holds a nice mix of growth and defensive stocks.  We are actually trying to be slightly 
more defensive than usual, given the recent run in the market.   Regardless of the “Growth” or “Value” 
label, we think all of our stocks are high quality with good long-term potential, especially relative to 
the current valuation of their businesses.   
 
The Portfolio2 
The strength in small capitalization stocks in November and December was generally broad-based, but 
we had a couple of names that grew to outsized positions or reached our target prices.     
 
Sales during the quarter included the following:  
 
GreenDot (GDOT):  In early October, we reduced our position in GreenDot.  The stock had reacted 
positively to the rumored, potential sale of a competitor (either GDOT buys them or becomes a logical 
takeout candidate itself).  GDOT became one of our largest positions and reached our near-term target 
price, so we trimmed the position.   
 
Lattice Semiconductor (LSCC):  In October, we trimmed our position in Lattice.  LSCC’s Q3 results 
were impressive, and industry consolidation boosted the valuation of the entire group.  LSCC had 
become a large position in the portfolio and reached our near-term fair value price.  In November, we 
trimmed the position again as it was trading above our target price and appeared fully-valued on 
potential 2023 revenue and earnings.  We are maintaining a modest position in LSCC due to its long-
term potential and strategic value to larger competitors.  
 
OneSpan (OSPN):  In November, we liquidated our position in OneSpan.  The Company reported 
another disappointing quarter with a lower-than-expected outlook for its growth potential over the next 
12-18 months.        
 
Magnite (MGNI):  In November, we trimmed our position in Magnite.  MGNI is a new position for the 
portfolio in 2020 and has vastly exceeded our near-term expectations.   The stock began to work in 
October as it became clear that online advertising had recovered from pre-pandemic levels and that 
                                                 
1Past performance is no guarantee of future results, and no representation is made that results similar to those shown or discussed can be achieved.  To 
receive a complete list and description of Investment Management of Virginia, LLC’s composites and/or a presentation that adheres to the Global 
Investment Performance Standards (GIPS), contact Investment Management of Virginia at (804) 643-1100.  
2 The transactions/securities discussed in this section are generally portfolio-wide transactions for the accounts in this Portfolio and have not been selected 
by any performance criteria.  It should not be assumed that all accounts in the Portfolio had the same transactions or that transactions in the future will be 
as profitable or will equal the performance of the securities mentioned. 



 

 

growth was accelerating.  As a result, revenue and earnings estimates for MGNI started to increase.  
The stock grew to more than 6% of the portfolio, so we had to reduce our position (to a still 
meaningful 4%).  The stock is currently approaching our size limit, once again.   
 
Purchases included the following: 
 
Luminex (LMNX):  We added to our Luminex position in October.  LMNX has been a long-term 
holding of the Small Capitalization portfolio, but we have tried to use the volatility in the stock to our 
advantage (most recently with a sale in March 2020).  LMNX’s testing and diagnostic equipment is 
used in hospitals and research centers, including for Covid-19 testing.  As a result, revenue and 
earnings have grown nicely this year, but in October the stock had fallen back to pre-pandemic levels.  
We think 2021 results will also be strong. LMNX has a very strong balance sheet, recently increased 
its dividend, and is actively looking at acquisition targets to bolster its product offering and growth 
profile.    
 
ProShares Russell 2000 Dividend Growers ETF (SMDV).  In December, we added to our position in 
SMDV.  Recall this ETF is comprised of small capitalization companies that have raised their 
dividends every year for at least the past 10 years.  As a result of this dividend growth mandate, the 
ETF is heavily weighted in Financial (30%) and Utility (24%) stocks.  These two sectors have been 
out-of-favor over the past few months, but we think as investors look for value and for companies with 
stable/consistent earnings, SMDV may screen attractively versus the broader small capitalization 
indices.   
 
 
The Equity Market 
As we reflect on 2020, and look ahead to 2021, we are reminded of Warren Buffett’s rules of 
investing:  rule #1: never lose money; rule #2:  never forget rule #1.  As usual, he is clear and concise, 
albeit difficult to emulate.  For the long-term investors (investors who have the best odds of being like 
Warren), the rules might be slightly adjusted:  rule #1: the future is unpredictable; rule #2:  don’t make 
dramatic investment changes based upon your or experts’ predictions of the future.   
 
2020 taught us, again, not to panic in the face of an avalanche of bad news (perhaps the time to panic 
was in early late January/early February when there seemed little reason to panic).  But, this reasoning 
also needs to be applied to the obverse, as we look forward.  The U.S. economy is still struggling, and 
the hardships caused by the Covid-19 pandemic are very real for much of the country.  Nevertheless, 
the stock market appears to have moved on from these issues.  Waves of cheap or free money, 
improving earnings in 2021, and the prospect of a return to normalcy have the equity market near all-
time highs and investor sentiment dangerously positive.  We need to be as skeptical of this rosy 
outlook as we were afraid in late March.   
 
The stock market looks ahead, and the optimistic consensus has, as usual, very good reasons for being 
positive.  Interest rates will likely remain low thanks to Federal Reserve Chairman Jay Powell (no 
relation, at all, to Sidney Powell), and S&P 500 earnings are likely to grow.  These conditions 
normally produce positive market returns.  It is popular (and responsible) to make sober admonitions 



 

 

about inflation, but the odds of rising labor costs leading to worrisome inflation seem very remote.  All 
of these considerations are supportive for 2021 equity returns.   
 
But, let’s not forget the tricky thing about the future; it’s tricky.  No one in the world could have 
predicted what has happened in 2020, and 2021 will (may!) have some of the same unpredictability.  
So, with the market near all-time highs, with nearly all assets, especially the riskiest assets, being 
priced up, and with investor sentiment in the nosebleed section, we think now is a good time to be on 
the conservative side of a long-term investment plan.  To paraphrase another great American, stay 
invested and keep your balance sheet strong.   
 
Some interesting observations as we exit 2020: 

 “I think that between now and the mid-term elections in 2022, and between then and the next 
presidential election in 2024, we will face critical choices both domestically and internationally 
that will define the likelihood of having an internal and/or external existential threat”.  Ray 
Dalio3 

 “On the (Federal Reserve) policy rate, our forecast sees the conditions for lift-off (interest rate 
hikes) first being reached in 2024”. Deutsche Bank Research4 

 “Stock-market valuations may not be as absurd as some people think”.5  Robert J. Shiller cited 
the excess CAPE yield, a gauge that reflects average earnings for the previous 10 years and 
inflation-adjusted bond yields.  U.S. stocks offered 3.9 percentage points more yield than bonds 
in November, according to data compiled by Shiller.  The gap, or excess yield, was in line with 
its monthly average of 3.8 points since December, 1970.6 

 

                                                 
3 Ray Dalio in a Reddit “Ask Me Anything” interview, 12/8/20. Ray Dalio is the founder of the largest hedge fund in the world.   
4 Deutsche Bank Research, 12/21/2020 
5 Yale Professor Robert J. Shiller, Project Syndicate website.  
6 Dave Wilson, Bloomberg Chart of the Day, 12/2/2020 



INVESTMENT MANAGEMENT OF VIRGINIA, LLC
SMALL CAPITALIZATION PORTFOLIO COMPOSITE
ACCOMPANYING NOTES

Benchmark
Total Return Total Return Benchmark Composite Russell 2000 Composite Composite Assets Strategy Assets Model Assets Non-Fee Paying Percentage of Total Firm Assets

Gross NetB Russell 2000 3 Yr. St. Dev.C 3 Yr. St. Dev.C Number of DispersionC End of Period End of PeriodD End of PeriodD Composite Assets Non-Fee Paying End of Period
YearA

(Percent) (Percent) (Percent) (Percent) (Percent) Accounts (Percent) (Millions) (Millions) (Millions) End of Period (MM) Composite Assets (Millions)
2010 32.00 31.51 26.85 N/A N/A 15 0.74 13.39 38.39 N/A 2.64 19.74% 427.21
2011 1.89 1.41 -4.18 24.19 24.99 16 0.74 13.41 38.85 45.11 2.47 18.43% 409.51
2012 24.37 23.70 16.35 19.84 20.20 22 0.55 15.46 58.06 73.37 2.77 17.94% 526.95
2013 36.11 35.24 38.82 15.86 16.45 53 0.80 29.85 139.01 184.94 2.26 7.56% 697.44
2014 -6.44 -7.10 4.89 11.98 13.12 50 0.68 27.70 106.25 162.01 2.40 8.65% 549.17
2015 -12.27 -12.88 -4.41 13.59 13.96 41 0.66 22.58 64.53 93.92 2.19 9.71% 437.32
2016 25.83 24.99 21.31 15.12 15.76 33 0.80 25.71 67.55 41.43 1.95 7.57% 484.18
2017 4.90 4.25 14.65 14.74 13.91 26 0.70 30.23 62.09 12.09 2.04 6.74% 491.22
2018 -8.56 -9.05 -11.01 17.31 15.79 25 0.46 24.91 54.44 7.73 1.68 6.75% 448.68
2019 15.33 14.74 25.53 19.16 15.71 19 0.76 24.57 58.41 9.01 1.54 6.25% 509.85

     *2020 34.32 33.61 19.96 24.59 25.27 17 0.65 31.64 72.28 0.80 1.97 6.22% 528.62
* 2020 performance returns are for the period ending 12/31/20.

A. Inception of the composite was 1/1/94.  Creation of the composite was 1/1/94.
B. Fee schedule:  1.00% per annum on the first $1 million of assets; 0.75% per annum on assets greater than $1 million.  Fees are negotiable.
C.
D.

managed by other firms based on model portfolios submitted by IMVA.

1. Basis of Presentation

2. Composite Criteria

3. Calculation Methodology

4. Comparison with Market Index

5. SEC Advertising Disclosure Footnotes

6. Additional Information

The Composite results are time-weighted rates of return net of commissions, custodial fees, and any other expenses incurred in the management of accounts.  Accounts may be shown gross or net of withholding taxes on foreign dividends based on 
the custodian.  These returns have been presented both gross and net of investment advisory fees.  Quarterly composite rates of return, which are net of investment advisory fees, are calculated at the account level.  Net performance returns have 
been calculated by reducing gross performance returns by the actual investment management fees charged.  The three-year annualized standard deviation measures the variability of the composite and the benchmark returns over the preceding 36-
month period.  The annual composite dispersion presented is an asset-weighted standard deviation calculated for the accounts in the composite the entire year.  Additional information regarding policies for valuing portfolios, calculating performance 
and preparing compliant presentations is available upon request.

Results of the Composite are shown compared to the Russell 2000 Index.  The Russell 2000 Index is comprised of the 2,000 smallest companies in the Russell 3000 Index, which measures the performance of the 3,000 largest publicly held 
companies incorporated in America, as defined by total market capitalization.  The Russell 2000 represents approximately 1% of the Russell 3000 Index total market capitalization.  For comparison purposes, the Russell 2000 is a fully invested 
index, which includes reinvestment of income, and the performance has been linked in the same manner as the Small Capitalization Portfolio Composite.  The returns for this unmanaged index do not include any transaction costs, management fees, 
or other costs.  The information contained in this material is based on data we have obtained from third party sources.  While this information has been obtained from sources we believe to be reliable, we do not guarantee, nor are we responsible for, 
the accuracy, completeness, or timeliness of the information provided in this presentation.  The S&P 400 Index was used prior to 12/31/00 as a comparison index.  It was replaced with the S&P 600 Index on 12/31/00 because this index was a more 
accurate representation of the market capitalization of the securities in the client accounts.  The S&P 600 Index was dropped as an index as of 3/31/12 due to low usage of that index by institutional investors.

All performance composite returns are reported net and gross of investment advisory fees charged by Investment Management of Virginia, and reflect the reinvestment of dividends and other earnings.  The investment returns will be reduced by 
commissions, custodial fees, and any other expenses incurred in the management of accounts.  Accounts may be shown gross or net of withholding taxes on foreign dividends based on the custodian.  Net performance reflects the deduction of actual 
quarterly fees for each account in the composite with the exception of one non-fee paying account in the composite for the periods prior to 9/30/2006.  An implied 100 bps fee was applied to calculate net performance for the account.  Gross of fees 
performance returns are presented before investment management fees.  

A complete presentation of any composite and/or a list of all composite descriptions is available upon request.  Such inquiries should be addressed to George McVey, Investment Management of Virginia, LLC, 919 E. Main Street, Suite 1600, 
Richmond, Virginia 23219, or contact him through email at gmcvey@imva.net.

Past performance is no guarantee of future results, and no representation is made that results similar to those shown can be achieved.  All portfolios have the potential of profit and/or loss on the investment securities.

N/A for the current year signifies that the information is not available until year end.  N/A for previous years signifies that the information was not required.

Investment Management of Virginia, LLC claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards.  Investment Management of Virgini
LLC has been independently verified for the periods January 1, 1993 through September 30, 2020.  Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis 
and (2) the firm’s policies and procedures are designed to calculate and present performance in compliance with the GIPS standards.  The Small Capitalization Portfolio composite has been examined for the periods January 1, 1994 through 
September 30, 2020.  The verification and performance examination reports are available upon request.

Investment Management of Virginia, LLC ("IMVA") is a registered investment adviser under the Investment Advisors Act of 1940.  IMVA was originally established as Scott & Stringfellow Capital Management, Inc., a division of Scott & 
Stringfellow, in 1982.  In March 1999, Scott & Stringfellow became a wholly owned subsidiary of Branch Banking & Trust Company (BB&T).  IMVA became an independent investment adviser in July of 2000 when the principals of Scott & 
Stringfellow Capital Management, Inc. purchased IMVA from BB&T.  Total firm assets exclude model programs.  Additionally, as supplemental information, as of December 31, 2020, the firm provides models to programs managing a total of 
approximately $5.62 million in assets based on those models (this figure includes the Small Capitalization Portfolio model assets and all other model portfolio assets at IMVA). 

The Composite consists of institutional, endowment, retirement, and individual accounts.  Tax-exempt and taxable accounts are included. The Composite seeks a strong total return through capital appreciation in small capitalization companies, 
including use of ETFs.  The primary investment criteria are strong upside potential at a reasonable price.  Results are based on fully discretionary accounts under management, including those accounts no longer with the firm.  Performance results of 
the Composite are based on U.S. dollar returns.

Supplemental information.  In addition to composite assets, strategy assets include separately managed accounts that do not meet the criteria for inclusion in the composite and wrap accounts.  Small Capitalization Portfolio model assets are 


