Big themes arise from small plays

The manager of Renaissance US Growth Trust takes a thematic approach — a strategy that has
seen good results from his faith in small American companies and the China growth story.

In his first State of the Union address, Barack Obama
promised to make jobs his priority in 2010: “starting where
most new jobs do, in small businesses.”

Obama promised support for small companies including
$30 billion (£18.5 billion) of loans, tax credits for firms that
recruit workers and increase wages, and the elimination of
capital gains tax on small business investment.

Russell Cleveland, the manager of the Renaissance US
Growth Trust, which specialises in investing in American-
listed entrepreneurial companies, says he is “not too opti-
mistic about the government doing anything”. But he is
pleased that the value of small companies is being noticed.

“I do not think that [the government] understood that
90% of jobs [in America] are created by small companies. It
is good to have some recognition
from the administration.”

Cleveland says that America’s
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American expatriate living in China and China Greenscape,
a landscape company benefiting from government-mandated
greenery targets for urban development, which Cleveland
expects to launch a stockmarket listing in the next six months.

He says ChinaCast Education Corporation, which owns
higher education campuses and satellite facilities for teach-
ing English, will benefit from ambitious language targets.
“China is aiming to get half the country speaking English in
the next five to 10 years.”

One of the trust’s biggest gains was made by Hollysys
Automation Technology, where its holding rose by 192%
between March and September 2009. Hollysys specialises in
automation and control technology for several industries,
including high-speed rail, and is benefiting from China’s
infrastructure investment. “China is
building 10,000 miles of high-speed
rail, for new trains that can travel at
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been,” says Cleveland. He dismisses bought at $2.90, are worth $7.60, and that 90%
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ing them on cost.” One of the Cleveland will take direc-
trust’s most successful unquoted holdings is a software com-  torships in companies he invests in. He is a corporate direc-
pany, AnchorFree, in which it has a $2.5m investment. tor of Cover-All Technologies, a provider of specialist
“AnchorFree has developed a secure, free software down-  software systems to the insurance industry, which posted
load called Hotspot Shield. Originally developed as a protec-  record earnings in 2008-09.
tion for WiFi, it allows users to become a virtual private Simon Elliot, the director of research at Wins Investment
network, meaning others cannot see you.” Trusts, likes Cleveland’s thematic approach. “He is focused
The company gains revenue from advertising. “In Decem-  on Chinese entrepreneurs, but three to four years ago was
ber 2009, more than one billion page views came through its  looking at energy stocks, which was well timed.
server,” says Cleveland. While he says most of AnchorFree’s “It is an unusual, very specialised vehicle. With some
7.5m users are in America, the software is available world- holdings it can take some time for the performance to come
wide. “Usage in China has recently doubled.” through.” But Elliot says the trust has a unique position in
Cleveland is a huge supporter of China. About halfhis port-  the marketplace. “For investors prepared to take a longer-
folio is invested in the country, via China-based companies term view, and who are comfortable with a specialist
with American stockmarket listings. His diverse holdings approach, there is a highly experienced team doing some-
include SinoHub, a specialist logistics company run by an  thing unusual. No-one else out there is doing this.”
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