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Summary 

◼ Global small-cap stocks rose over the period.  

◼ Gross of fees, the fund underperformed the benchmark.  

◼ New purchases included flatexDEGIRO, Armstrong World Industries and 

Sterling Infrastructure. 

Market Background 

Global small-cap equities joined a wider risk rally in the third quarter (Q3) of 2025, 
buoyed by a tide of fading trade concerns, healthy corporate earnings and renewed 
US interest rate cuts, which bolstered hopes of a soft landing for the US economy. The 
MSCI World Small-Cap index returned 9.0% in local currencies. 

With the US extending a trade truce with China during the period and agreeing deals 
with several key partners, including the EU and Japan, investor risk appetite extended 
its recovery after the shock of US President Donald Trump’s “Liberation Day” tariffs. 
Helping matters were better-than-expected corporate earnings, not least in the US 
technology sector, where an AI investment boom is providing a strong tailwind. The 
expected – and subsequently confirmed – resumption of US interest rate cuts was 
another key market driver.  The Federal Reserve cut interest rates by 25 basis points 
at its September meeting, and expectations for more rate cuts this year remain high. 

In the eurozone, where bank rates remained unchanged over the quarter, a flash 
estimate showed business activity accelerating at its fastest pace in 16 months in 
September. Services led the way higher, while the manufacturing sector lagged. The 
report added to the growing impression that the European Central Bank may have 
finished cutting interest rates for the year. However, sentiment was dented by political 
instability in France, where Sébastien Lecornu became the country’s third new prime 
minister in less than a year amid a prolonged – and still ongoing – budgetary dispute. 
In early October, Lecornu also resigned. 

UK equities had a strong quarter as the pound’s weakness against the dollar boosted 

sentiment towards overseas earners. That said, stagflation concerns mounted as 

economic data showed a slight slowing in business activity, while inflation remained 

well above the Bank of England’s target. The bank’s policymaking committee narrowly 

voted to cut interest rates in August but left them unchanged in September. As in 

France, concerns about elevated government borrowing remained prominent in the 

UK. 

Japanese shares made healthy gains over the period, helped by a trade deal with the 
US that reduced tariffs against Japan from 25% (or 27.5% for autos) to 15%. However, 
political uncertainty mounted, with a new prime minister set to be chosen by the Liberal 
Democratic Party after Shigeru Ishiba resigned in the wake of a historic upper house 
election loss in July.  

In local currency terms, Far East ex Japan stocks performed particularly well on the 
back of improved global trade relations and renewed AI optimism. Japan followed, 
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aided by a weaker yen. US stocks slightly outperformed the index, while the UK and Europe ex UK lagged amid 
mixed economic signals and political instability.  

At the sector level, materials posted the highest return, boosted by higher prices of copper and other minerals. 
Technology followed amid another round of strong earnings. Utilities and industries also outperformed. 
Conversely, consumer staples lagged as the traditionally defensive sector lost favour amid the rebound in risk 
appetite and as high input costs, including from tariffs, were seen to squeeze profits. 

Performance 

Gross of fees, the portfolio underperformed its benchmark in Q3 due to unfavourable security selection. Choices 
in industrials, healthcare and technology detracted the most. Sector allocation weighed on relative performance 
too. The materials underweight and consumer staples overweight were unhelpful, but the technology overweight 
and real estate underweight added value.  

CTS Eventim and Badger Meter were the largest detractors. 

CTS Eventim shares declined on the back of the ticketing and entertainment events company’s disappointing Q2 
results. Margins were worse than expected owing to the slow integration of the See Tickets acquisition from last 
year, which management attributed to cost pressures and soft demand for smaller summer entertainment festivals. 
Despite this setback, we continue to favour CTS. We retain conviction in its core ticketing business, which remains 
healthy; moreover, the company holds a market-leading position in Europe, where the economic outlook is 
improving. We believe the firm's scale in both the online and offline spaces, distribution power and strong balance 
sheet will help the company to maintain its competitive position. 

Badger Meter shares fell in the wake of the water technology company’s Q2 results. Despite revenues coming in 
above estimates, investors reacted to earnings falling short of forecasts despite improving margins. We retain our 
conviction in Badger Meter, which offers flow metering and control solutions for smart water management, smart 
buildings and smart industrial processes. As a leading innovator in flow measurement, water quality and control 
products, the company provides products and solutions that enable customers to optimise the delivery and use of 
water, maximise revenue and reduce waste. With a network of water utilities, municipalities and commercial and 
industrial customers around the world, Badger Meter forms a defensive industrial stock. The company also benefits 
from a strong economic moat, derived from its expertise, certification and track record of water management and 
measuring.   

Positive contributors included VSE Corporation and RadNet.  

VSE shares rallied on the back of strong Q2 results, which featured record revenues and above-expectation 
earnings. The company is a leading provider of aftermarket distribution and maintenance, repair, and overhaul 
(MRO) services for air and land transportation assets for both commercial and government markets. Aviation 
performed particularly well in Q2, prompting the firm to upgrade its full-year guidance for this segment. We continue 
to favour VSE as its products and services significantly enhance the productivity and longevity of its customers' 
high-value, business-critical assets. 

RadNet shares also rose following the radiology firm’s Q2 earnings. Record quarterly revenues and earnings were 
driven by impressive growth in its advanced imaging volumes and digital health business. Management also 
upgraded its full-year guidance. RadNet is the largest outpatient imaging centre operator in the US, which positions 
it well to benefit from powerful demographic tailwinds and the accelerating shift from hospital to cost-effective 
outpatient settings. The company is creating a sustainable competitive advantage through its early leadership in 
AI diagnostic tools, which are improving both clinical outcomes and operational efficiency. The firm’s capitation 
payment model (monthly payments per patient) provides revenue stability with significant margin expansion 
potential. As a result, RadNet offers an attractive combination of defensive healthcare characteristics and 
technology-driven growth at a valuation discount to peers. 

Activity 

We established new positions in flatexDEGIRO, Armstrong World Industries and Sterling Infrastructure.  

We initiated a position in flatexDEGIRO. The digital investment platform presents an opportunity for growth in 
under-penetrated European online broker markets. The firm is benefitting from the increase in people investing 
their savings in markets, which has translated into strong customer growth, particularly in Spain, Italy and France. 
The company has moved past some issues raised by the German regulator BaFin and can now resume its focus 
on rolling out new products and technology improvements. Additionally, flatexDEGIRO’s shares were trading at 
an attractive valuation.  

Armstrong is a leading producer of innovative wall and ceiling systems with a broad consumer base and a 
comprehensive product range, making it a one-stop shop for all ceiling products. These factors, along with a strong 
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brand identity, have allowed the company to gain significant market share over the years. We believe Armstrong 
can maintain the momentum generated by its recent strong financial results.  

Sterling Infrastructure is a provider of e-infrastructure, transportation and building solutions. Its e-infrastructure 
division provides speciality contracting services and should benefit from demand linked to data centres, e-
commerce distribution centres and other next-generation manufacturing infrastructure. Sterling is one of the 
highest-quality players in its field due to its scale and reputation. The firm’s visibility is growing due to an impressive 
array of multi-year customer projects and a diversifying business mix.  

We sold out of Ryohin Keikaku and ATI Inc after strong performance from both stocks. Other sales included 
DNOW, ConvaTec and Knife River.   

Outlook 
The new US administration has undoubtedly created uncertainty both geopolitically and for equity markets. This 

is not necessarily expected to abate in the near term, and macroeconomic headwinds have recently increased. 

However, we continue to believe that high-quality, well-managed companies should continue to perform well over 

the longer term. In our view, well-managed small-cap companies with strong fundamentals that have weathered 

the challenging operating environment of the past few years will likely continue to outperform, and we plan to take 

advantage of bouts of volatility to add to high-conviction names. A global approach with a focus on quality 

continues to make sense in this environment. Less dependence on the strength of particular economies will be 

important, as will diversification as investment to tackle issues such as decarbonisation, deglobalisation and 

energy efficiency creates a broader opportunity for earnings growth.  

Our focus continues to be on building a diversified portfolio of quality businesses that are multi-year compounders, 

with pricing power and less gearing to the broader economy. We believe that our bottom-up approach will allow 

us to find such quality growth companies across a range of sectors and geographies. 
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 12M Rolling Period Return in (EUR) - as at 30 September 2025 

Past performance does not predict future returns and future returns are not guaranteed. 

 
09/24-
09/25 
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09/22-
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09/21-
09/22 

09/20-
09/21 

09/19-
09/20 

09/18-
09/19 

09/17-
09/18 

09/16-
09/17 

09/15-
09/16 

Fund (Gross) % -13.24 17.79 10.43 -27.17 36.49 20.52 10.09 23.67 22.63 8.26 

Index (Gross) % 8.38 19.01 6.01 -10.88 42.43 -4.04 1.25 12.62 14.35 14.12 

 
Source: Columbia Threadneedle Investments as at 30/09/2025. Gross of fee fund returns are time-weighted rates 
of return net of commissions transactions costs and non-reclaimable taxes on dividends interest and capital gains 
using pricing of investments which is either the last traded price or a bid basis. Cash flows are factored as of the 
end of the day and exclude entry and exit charges. Index returns include capital gains and assume reinvestment 
of any income. The index does not include fees or charges and you cannot invest directly in it. The return of your 
investment may change as a result of currency fluctuations if your investment is made in a currency other than 
that used in the past performance calculation. 
 
For detailed information on Fund Changes please see Significant Events - Threadneedle (Lux) Funds PDF 
available on www.columbiathreadneedle.com/en/changes 
 
   
 Key Risks  
   
 The value of investments can fall as well as rise and investors might not get back the sum originally invested. 

Where investments are in assets that are denominated in multiple currencies, or currencies other than your own, 
changes in exchange rates may affect the value of the investments. 

The Fund holds assets which could prove difficult to sell. The Fund may have to lower the selling price, sell other 
investments or forego more appealing investment opportunities. 

The Fund may invest in derivatives (complex instruments linked to the rise and fall of the value of other assets) 
with the aim of reducing risk or minimising the cost of transactions. Such derivative transactions may benefit or 
negatively affect the performance of the Fund. The Manager does not intend that such use of derivatives will 
affect the overall risk profile of the Fund. 

An investment style bias can impact a Fund’s performance relative to its benchmark in a positive or negative 
way. No investment style performs well in all market conditions. When one style is in favour another may be out 
of favour. Such conditions may persist for short or long periods. A Fund exhibits a growth style bias relative to 
its benchmark if the majority of the Fund invests in companies with above average growth rates, or good growth 
potential (based on indicators such as earnings and sales growth) relative to its benchmark. However, there is 
no guarantee that such companies will continue to show such characteristics in the future. A Fund’s investment 
style may also change over time. 

The Fund applies a range of measures as part of its consideration of ESG factors, including the exclusion of 
investments involved in certain industries and/or activities. This reduces the investable universe, and may impact 
the performance of the Fund positively or negatively relative to a benchmark or other funds without such 
restrictions. 

The fund typically carries a risk of high volatility due to its portfolio composition or the portfolio management 
techniques used. This means that the fund’s value is likely to fall and rise more frequently and this could be more 
pronounced than with other funds. 

The risks currently identified as applying to the Fund are set out in the "Risk Factors" section of the prospectus. 
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IMPORTANT INFORMATION. FOR PROFESSIONAL INVESTORS ONLY. For marketing purposes. Your capital is at risk.  
 
This financial promotion is issued for marketing and information purposes only by Columbia Threadneedle Investments in Austria, Belgium, 
Denmark, Finland, France, Germany, Ireland, Italy, Luxembourg, Middle East, the Netherlands, Norway, Portugal, Spain, Sweden, 
Switzerland and the UK. 
 
The Fund is a sub-fund of Columbia Threadneedle (Lux) I, a Luxembourg domiciled investment company with variable capital ("SICAV"), 
managed by Threadneedle Management Luxembourg S.A..  
 
The SICAV´s current Prospectus, the Key Investor Information Document (KIID)/Key Information Document (KID) and the summary of 
investor rights are available in English and/ or in local languages (where applicable) from the Management Company Threadneedle 
Management Luxembourg S.A., International Financial Data Services (Luxembourg) S.A., your financial advisor and/or on our website 
www.columbiathreadneedle.com. Threadneedle Management Luxembourg S.A. may decide to terminate the arrangements made for the 
marketing of the SICAV.  
 
These documents are available in Switzerland from the Swiss Representative and Paying Agent  CACEIS Investor Services Bank S.A.. 
Esch-sur-Alzette, Zurich Branch, Bleicherweg 7, CH 8027 Zurich.  
 
This material should not be considered as an offer, solicitation, advice or an investment recommendation.  This communication is valid at the 
date of publication and may be subject to change without notice. Information from external sources is considered reliable but there is no 
guarantee as to its accuracy or completeness.  
 
In Spain, Columbia Threadneedle (Lux) I is registered with the CNMV under No. 177. The Fund is a non-Spanish collective investment 
scheme duly registered with the CNMV for marketing in Spain. The fund should be subscribed to through locally authorised appointed 
distributors. Investors must read the relevant Prospectus and KID for each fund they want to invest before subscribing. All other statutory 
documentation, as well as the NAV can be obtained from www.columbiathreadneedle.com. 
 
In the EEA and Switzerland: Issued by Threadneedle Management Luxembourg S.A. registered with the Registre de Commerce et des 
Sociétés (Luxembourg), Registered No. B 110242, 44 rue de la Vallée, L-2661 Luxembourg, Grand Duchy of Luxembourg. In the UK: Issued 
by Threadneedle Asset Management Limited. Registered in England and Wales, No. 573204. Registered Office: 78 Cannon Street, London 
EC4N 6AG, United Kingdom. Authorised and regulated in the UK by the Financial Conduct Authority.  
 
In the Middle East: This document is distributed by Columbia Threadneedle Investments (ME) Limited, which is regulated by the Dubai 
Financial Services Authority (DFSA).  For Distributors: This document is intended to provide distributors with information about Group 
products and services and is not for further distribution. For Institutional Clients: The information in this document is not intended as financial 
advice and is only intended for persons with appropriate investment knowledge and who meet the regulatory criteria to be classified as a 
Professional Client or Market Counterparties and no other Person should act upon it.  
 
This document may be made available to you by an affiliated company which is part of the Columbia Threadneedle Investments group of 
companies:  Columbia Threadneedle Management Limited in the UK; Columbia Threadneedle Netherlands B.V. in the EEA; Columbia 
Threadneedle Investments (Swiss) GmbH in Switzerland, acting as representative office of Columbia Threadneedle Management Limited. 
Certain funds and/or share classes may not be available in all jurisdictions. 
 
© 2023 Columbia Threadneedle Investments. Columbia Threadneedle Investments is the global brand name of the Columbia and 
Threadneedle group of companies. 
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