
At De Lisle Partners, we position ourselves in front of tailwinds to achieve the best stock market returns. Our starting point for
stock selection is based on long-term market research designed to identify which quantitative characteristics give the best
indication of future outperformance. 

Eugene Fama and Kenneth French first pioneered this research model in the 1990s and have continued to refine it. Their
conclusions show that cheap, small stocks with momentum offer the best risk adjusted returns. 

Another key finding is that companies with low asset growth tend to outperform, implying that companies with the fastest asset
growth underperform.* This phenomenon is known as the ‘asset-growth anomaly’. So while you might think companies that invest
more deliver the highest returns, that turns out not to be true. 

We like stock market anomalies. It is why we favour buybacks and dividends over dilution, spin-offs over large M&A deals and low
debt or debt repayment over new loans. As much as the Fama-French research tells us what to favour, inverting it shows us what
to avoid. 

Over the last five years, the average US company has grown its assets by 14% per year.** There are only two sectors that have
outpaced that: Healthcare (27%) and Technology (21%). These are high growth rates; a 20% compounded annual growth rate
(CAGR) over five years results in an asset base that is two-and-a-half times larger. Nvidia, for example, has grown its assets at a
45% CAGR over this period. 

Noticeably, these two sectors are our largest underweights in the Fund today. Our lack of participation is primarily on valuation
grounds, but the level of asset growth adds another hurdle to involvement. Healthcare’s growth is largely explained by the
response to Covid, as lots of companies experienced booming demand for their services. The problem, alongside current US
policy uncertainty, is that over-expansion can lead to over-capacity and diminishing returns. Many Healthcare stocks are now in
bear markets.

Technology’s asset growth is still unfolding. Last year the big tech hyperscalers (e.g., Microsoft, Meta, Google and Amazon) spent
over $250 billion on AI and data centre related capital expenditures. It is estimated that this year they will spend between $350
billion and $400 billion. From the launch of the US Interstate Highway System build-out in 1956 to its formal completion in 1996,
around $500 billion was spent in today’s dollars.  Hyperscalers are going to spend around 80% of the cost of a 40-year project in
one year!

The large US technology companies have been expensive for much of the last decade, but their stock prices and valuations have
risen ever higher partly because asset growth was surprisingly low – their so called ‘capital light’ business models warranting
higher valuations. But now there is another factor to catalyse a potential de-rating. The levels of asset growth we are seeing
(alongside size and valuation) is a negative forward indicator and the negative impact on shareholder returns was found by Fama
and French to persist for up to five years. 
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The counter argument for the hyperscalers is that productivity gains from AI will be so great, and the new revenue source so
large, that the massive investment is worth it. Luckily for De Lisle Partners, we don’t need to settle this question today. We can
benefit by finding opportunities among those companies receiving the capital expenditure as big tech’s capex feeds into their
revenues and profits.   

On the day in late July when both Meta and Microsoft extended capex guidance, our small manufacturer of data centre cooling
equipment, Modine Manufacturing, announced further increases to its own data centre revenue forecasts. While the incremental
returns of spending are question marks for the hyperscalers, Modine was happy to confirm estimated returns of 40-50% on its
own investment in manufacturing cooling systems. These are essential for data centre build outs, as they control the intense heat
emissions from AI chips.

We recognise that a large part of the spend may go to Nvidia itself, but the need for power and data centre infrastructure flows
down to many of our holdings. We have tried to put ourselves in front of any company that is a clear beneficiary of this big tech
spending spree, including Hammond Power Solutions in transformers, IESC Holdings in power infrastructure and Jacobs Solutions
in data centre project consultancy. 

For the last decade, smaller companies have failed to participate fully in the market’s most successful area (large expensive tech),
as wider economic growth and inflation remained low. But now those same companies are forcing growth elsewhere by spending
at these levels. 

With valuations relative to large caps at historic lows and an avalanche of AI related capital being thrown at them, the
opportunities in cheap small companies today are starting to feel like pushing on open doors. We are already invested in the right
places – power, infrastructure, project management - to walk right in.

Everus began l i fe  as  a  sp in  of f  in  November  2024 when we began buy ing shares at
around $60.  I t  has  two segments :  E lect r ica l  &  Mechanica l  ( la rge sca le  const ruct ion ,
inc luding data  centres )  and Transmiss ion & Dis t r ibut ion (u t i l i ty  and power
t ransmiss ion upgrade work ) .  Everus is  essent ia l ly  a  group of  in f rast ructure exper ts
and e lect r ica l  engineers  operat ing across  power  re la ted pro jects .

Though more expens ive than when we f i rs t  bought  i t ,  Everus  is  cheaper  than peers
and has grown i ts  back log by 24% year  over  year  by  winning most ly  data  centre
re lated contracts .  We are happy to  le t  i t  run ,  as  Everus ’  prospects  cont inue to  be
cata lysed by the spending on AI .

Company Spot l ight :  Everus Construct ion Group (ECG)

*Source: Morningstar as at 14/07/2025

References :  *Fama and French,  “A F ive Factor  Asset  Pr ic ing Model”,  September  2014 ,  * *Russel l  3000 tota l  asset  growth data ,  accessed 04/08/25.
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Important  Informat ion
Al l  data ,  un less  otherwise s tated:  De L is le  Par tners ,  Ju ly  2025.
Issued by De L is le  Par tners  LLP,  regis tered in  England No.OC310994,  author ised and regulated by the F inanc ia l  Conduct  Author i ty .  The Author ised Corporate Di rector  (ACD)  is  Va lu-Trac Investment
Management  L imi ted(VT) ,  reg is tered in  England No.  02428648.  VT is  author ised and regulated by the F inanc ia l  Conduct  Author i ty .  The regis tered of f ice of  Va lu-Trac Investment  Management  L td  is  Level
13 ,  Broadgate Tower ,  20 Pr imrose St reet ,  London,  EC2A 2EW;  head of f ice at  Mains  of  Or ton,  Or ton,  Fochabers ,  Moray ,  Scot land IV32 7QE.  The Fund qual i f ies  as  an undertak ing for  Col lect ive Investment
in  Transferable  Secur i t ies  (UCITSI I I ) .  Th is  document  should not  be const rued as  investment  adv ice or  an of fer  to  invest  in  the Fund.  Nor  should i ts  content  be in terpreted as  investment  or  tax  adv ice for
which you should consul t  your  independent  f inanc ia l  adv iser  and/or  accountant .  The in format ion and opin ion i t  conta ins  have been compi led or  ar r ived at  f rom sources bel ieved to  be re l iab le  at  the t ime
and are g iven in  good fa i th ,  but  no representat ion is  made as  to  the i r  accuracy ,  completeness or  correctness .  Any opin ion expressed in  th is  document  represents  the v iews of  De L is le  Par tners  at  the
t ime of  preparat ion ,  but  is  subject  to  change.  For  profess ional  use only .  The va lue of  an investment  and the income f rom i t  can fa l l  as  wel l  as  r ise  as  a  resu l t  o f  market  and currency f luctuat ions and you
may not  get  back the amount  or ig ina l ly  invested.  Past  per formance should not  be v iewed as  a  gu ide to  fu ture per formance.  P lease read the Prospectus  before making an investment .

I f  you would l ike to  ar range a  meet ing
wi th  the manager ,  or  for  fur ther

in format ion on the Fund,  p lease emai l
investor - re la t ions@del is lepar tners .uk

or  ca l l  020 7074 3572.

Contact  Us

Upcoming Events

VT De Lisle America Fund Webinar: 
‘AI dreams = small-cap order backlogs’

Date: Tuesday 16 September 2025

Time: 2:00pm - 2:45pm

Register here

Webinar Recording: ‘The Case for US Smaller Companies’
March 2025 

Click here to watch (1 hour)

Webinar Recording: ‘What’s next for the US market, and how the Fund is
positioned for it’

May 2025
Click here to watch (45 minutes)

Webinar Recording: ‘America First: Investing in an era of geopolitical realignment’
June 2025

Click here to watch (45 minutes)

Webinar Recording: ‘From the GFC to AI: VT De Lisle America Fund turns 15’
August 2025

Click here to watch (45 minutes)
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