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Blue Orbit: Be Different, Be Better 

Blue Orbit Asset Management is a boutique investment management company focused on investing in global 
equities markets.  Blue Orbit applies a sophisticated and transparent systematic approach, aiming to outperform 
the market consistently over the long term. 

Blue Orbit specialises in investing in highly inefficient markets, such as Global Small Caps and Australian Small Caps.  
Companies in these markets can behave very differently to their large capitalisation counterparts, and require a 
different lens for analysis. Small capitalisation stocks are considered the engine room of the global equity markets: 
companies are generally not limited by macro-economic constraints, and have the potential to increase their yearly 
earnings by large multiples.  These opportunities do come with risks however, and managing those risks comes 
down to well-designed diversification, and to thoughtful and experienced portfolio construction. 

The Global Small Caps Systematic Alpha Fund is the culmination of over 15 years of research and management 
expertise in global quantitative equity strategies. Blue Orbit’s investment strategy is based around proprietary 
Alpha Signals that have been designed specifically for global small caps, and each designed to outperform in 
different market environments.  These Signals are then combined using a sophisticated, risk controlled portfolio 
construction process to create the final Fund portfolio. 

The Fund is long only, moderately concentrated at around 300 stock holdings on average, and aims to maintain 
close to full equity exposure (minimal cash holdings).  The Fund does not hedge any currency exposures. 

Fund Facts 

Fund Details  

Fund Name Blue Orbit Global Small Caps Systematic Alpha Fund 

Inception Date Planned 3rd August, 2021 

Suggested Investment Time Frame 5 Years 

Risk Profile High 

Minimum Investment $50,000 

AIPR Code TBA 

Valuation and Pricing Each Business Day in Victoria 

Distribution Frequency Half Yearly (30 June and 31 December) 

Benchmark MSCI World ex Australia Small Cap Index, net return (AUD) 

Management Fee (including GST) 0.80% per annum 

Performance Fee  15% (+ GST – RITC) of outperformance of Hurdle Return 

 Payable 6 monthly 

 Only payable if returns in excess of previous High Water Mark 

Hurdle Return Benchmark 

Buy/Sell Spread +0.35% application/-0.35% withdrawal 

Responsible Entity TBA 

Currency Hedging None - Unhedged 
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Fund Characteristics 

Characteristics  

Typical Number of Stocks 250-350 

Targeted Excess Return 4-5% per annum over rolling 5 year periods 

Estimated Turnover 80-90% per annum, one way 

Estimated Tracking Error 4-5% 

 

Benchmark Characteristics 

Characteristics  

Benchmark Name MSCI World ex Australia Small Cap Index, with net dividends 
reinvested (in AUD, unhedged) 

Typical Number of Stocks ~ 4,100.   

Countries (defined by MSCI and may 
change) 

Austria, Belgium, Canada, Denmark, Finland, France, Germany, Hong 
Kong, Ireland, Israel, Italy, Japan, Luxembourg, Netherlands,  
New Zealand, Norway, Portugal, Singapore, Spain, Sweden, 
Switzerland, United Kingdom, United States 

For more information on the benchmark, please refer to www.msci.com   

 

Investment Philosophy and Approach 

1. Start with the Investment Universe 
The Global small cap universe can be very different from the large (or even mid cap) universe of stocks.  Out of the 

approximately 4,200 companies in the Benchmark at 31st December 2020, 86 of these did not have any sales, over 

1,200 had negative Net Income, and a similar number had not paid a dividend in the prior 12 months.  A simple rule 

of thumb is that companies with positive free cash flow this year are significantly more likely to have positive free 

cash flow next year.  However, some of the companies with negative free cash flow can provide the best investment 

opportunities. 

The first key benefit of a quantitative investment approach over a more traditional fundamental approach in this 

space is the sheer size of the opportunity set. It would be difficult (if not impossible) for a fundamental team to 

cover over 4000 stocks in 23 countries, particularly having to meet all those management teams! Blue Orbit does 

not need to filter down this universe naively to a more manageable number before digging into the individual 

companies. Our quantitative, data driven approach is able to analyse the entire opportunity set of companies at 

the same time with in depth, evidence based analysis.  

Blue Orbit starts with a deep understanding and analysis of the specific market universe, and then applies our 

research and quantitative expertise to research and build proprietary alpha signals to generate strong 

outperformance in that market. 

This is a key differentiator of our systematic process- as our experience is that many global and academic 

quantitative strategies have been built for and tested in large capitalisation markets, and do not work as well (or at 

all) when applied to small cap markets. 

http://www.msci.com/


Global Small Cap Systematic Alpha Fund 

 

Blue Orbit - Providing systematic investment solutions in inefficient equity markets. 

 

2. Developing Alpha Signals 
Blue Orbit looks to develop sophisticated Alpha signals, that are each designed to outperform in a different market 

environment.  These signals are not designed independently, they are designed to be independent.   

Diversification of signals is a key part of our strategy. By having a selection of signals that can identify the best stocks 

to outperform in a given market environment, we can construct a portfolio that is able to outperform in almost any 

market environment. 

By not pinning our investment approach to a single style or theme, we are able to position the portfolio to weather 

the full market cycle, rather than waiting for ‘growth’ or ‘value’ to have its time in the sun.   

During a strong bull-market, for example, the Defensive Alpha Signal will generally struggle to keep up due to its 

defensive positioning, while the other three signals generally will do well.  But in a market drawdown, the Defensive 

Alpha Signal will generally outperform, helping the performance of the overall strategy. 

The Alpha signals have been built through an extensive and rigorous in house research and development process, 

where we look for strong, provable evidence of what quantitative characteristics of stocks have and will continue 

to outperform in these specific markets. The process is highly evidence and data driven, with a focus on collating 

quality data, having a deep understanding of the data and its limitations, and constructing a robust process that 

will work over the long term.   

3. Constructing the Portfolio 
Generating an alpha signal is only one part of the process- the next part is to refine this into a final portfolio in a 

risk controlled and cost efficient manner. 

Blue Orbit has utilised our quantitative expertise to build a highly flexible and transparent portfolio construction 

process, that allows us more visibility and control than utilising off-the shelf optimisation systems. The portfolio 

construction process is where we can constrain unintended risks and ensure that the portfolio is sufficiently 

diversified across countries and sectors. This process is in no way a black box – we have clear control and insight 

into what decisions and trade offs are being made to arrive at the final portfolio, and why.  

Trading and implementation of a strategy is especially critical in small cap markets, where stocks can be illiquid and 

transaction costs high. 

Blue Orbit’s team has significant trading and execution expertise in small cap markets, and have built sophisticated 

transaction cost modelling that is integrated into our investment decision making. Potential alpha is traded off 

against implementation costs, and turnover controlled within our portfolio construction framework.  

4. Continuous Improvement 
Our investing style is a scientific approach- we continuously look to better understand the market and evaluate new 

research ideas and evidence to validate our existing approach. As markets evolve and change, we ensure that our 

investment approach remains relevant and positioned to outperform in the future as well as the past. 
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Disclaimer 

This presentation has been prepared for the general information of clients and professional associates of Blue Orbit Asset Management Pty. Ltd., ABN: 

74 623 916 816 | AFSL: 513710 (Blue Orbit AM).  This presentation has been prepared for use by wholesale clients only (within the meaning of the 

Corporations Act 2001 (Cth) and no other persons. Information in this presentation does not constitute an offer or solicitation and may not be treated 

as an offer or solicitation in any jurisdiction where such an offer or solicitation is against the law or to anyone to whom it is unlawful to make such an 

offer or solicitation, or if the person making the offer or solicitation is not qualified to do so.  

Information presented in this document is general information only, and is not intended to constitute personal advice or recommendations. This 

information has not taken into account your investment objectives, financial situation or needs.  We strongly recommend that you seek your own 

professional financial and legal advice prior to any investment decision. While every effort has been made to ensure accuracy at the time of compilation, 

Blue Orbit AM makes no warranties or representations as to the accuracy, completeness or reliability of this information, nor that it is free from error. 

Unless otherwise stated, all returns shown in this presentation are simulated returns, and do not represent actual returns that an investor received. 

Neither Blue Orbit AM nor any other party guarantees any income or capital return from an investment.  

Past performance is not an indication of future returns.  Any forward looking statements in this presentation are based upon Blue Orbit AM’s current 

views and assumptions and involve known and unknown risks and uncertainties, many of which are beyond Blue Orbit AM’s control and could cause 

actual results, performance or events to differ materially from those expressed or implied.  These forward looking statements are not guarantees or 

representations of future performance and should not be relied upon as such. Blue Orbit AM undertakes no obligation to update any forward looking 

statements to reflect events or circumstances after the date of this presentation. 


