
Fund Highlights
Legg Mason Royce Smaller Companies Fund 
Legg Mason Royce US Small Cap Opportunity Fund

Big Opportunities can  
be found in Small Places

Small Caps have performed well after every Bear Market since 1980 

Source: FactSet. Small caps are represented by the Russell 2000 Index. * Source: Royce as at 30 September 2010. 
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Small companies (small caps) are a large, diverse and 

expanding sector in the US equity market, the entry 

point for many winners of the future. And combined 

with this broad opportunity set, small cap stocks have 

historically provided strong investment returns as 

the markets rebound – all factors that point to a more 

positive outlook for this asset class.

• The chart below shows that after every bear market since 1980, small cap stocks have generated strong, 
positive returns.

• Despite recent volatility, the Russell 2000 Index of smaller companies has risen by 6.60% over the last 
year as investors seek the return potential of well managed, smaller company stocks. 

• This sector now accounts for over 5,000 companies with a total market capitalisation of US$5.2 trillion – 
across a broad diversification of industries and sectors.*

• Specialist US small-cap manager, Royce & Associates, part of Legg Mason, believes the current market 
environment has created many opportunities for them to apply their disciplined value approach to find 
quality companies at attractive prices.



Two distinct approaches: one experienced investment manager

We offer two distinct small cap strategies, managed by Royce & Associates – a dedicated manager of US 
small- and micro-cap stocks with over 35 years of experience in this asset class.

Legg Mason Royce Smaller Companies Fund

• Standard & Poors AA Rating

• Invests in a portfolio of approximately 100 small-cap companies 
that Royce believes have excellent business strengths and 
prospects for growth 

• Focuses on companies with market capitalisations below  
US$5 billion

• Weighted average market cap $2,283 million*

• Experienced investment team: 
Whitney George – 29 years industry experience 
Lauren Romeo – 19 years industry experience

Legg Mason Royce US Small Cap Opportunity Fund 

• Standard & Poors AA Rating 

• Invests in small- and micro-cap stocks – the Fund provides 
access to growth opportunities in the micro-cap sector, 
representing 4,200 companies 

• The manager aims to offers broad diversification across  
275 - 325 holdings in a variety of sectors

• Portfolio holdings fall into one of four themes: unrecognised 
asset values, turnarounds, under-valued growth and 
interrupted earnings.

• Weighted average market cap $1,038 million*

• Experienced investment team: 
Bill Hench – 21 years industry experience  
Buzz Zaino – 42 years industry experience

The Royce Advantage

Royce & Associates is a wholly owned investment management subsidiary of Legg Mason. Smaller 
company investing in the US equity market has been Royce’s only business for more than 35 years 
and throughout this time, has used the same disciplined value approach to build smaller company 
portfolios with the goal of delivering above average, long term performance.   

•	 Size of team: 35 investment professionals dedicated to US small and micro cap investing gives 
Royce broad based coverage in this sector of the market.*  

•	 Independent recognition: Offshore funds hold A and AA Standard & Poor’s Ratings.

•	 Focus and experience: Smaller cap stocks are generally less widely covered by investment 
analysts, which creates opportunity for experienced small-cap investors like Royce. Royce’s size, 
experience and dedicated focus on smaller companies gives them the knowledge they require to 
identify pockets of opportunity across the universe of over 5,000 small and micro cap stocks.

•	 Stable investment approach: Time-tested approach, developed over 35 years, which adheres to a 
strict buy-sell discipline, regardless of market movements and trends.

Market Cap Breakdown

As of 30 September 2010.

* Source: Royce as at 30 September 2010.
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Royce and Associates is affiliated with Legg Mason Investments through common control and ownership by Legg Mason, Inc. Legg Mason 
Investments provides its clients with access to Royce and Associates primarily through its range of Irish and UK authorised funds in which Royce and 
Associates serves as investment manager or sub-investment manager. 
The Legg Mason Royce Smaller Companies Fund and Legg Mason Royce US Small Cap Opportunity Fund are sub-funds of Legg Mason Global 
Funds plc, an umbrella fund with segregated liability between sub-funds, established as an open-ended investment company with variable capital and 
incorporated with limited liability under the laws of Ireland with registered number 278601. They qualify, and are authorised in Ireland by the Financial 
Regulator as an undertaking for collective investment in transferable securities and is a section 264 Scheme as recognised by the FSA. 
This document does not constitute an invitation to invest. The value of investments and the income from them can go down as well as up and 
investors may not get back the amounts originally invested. Fluctuations in exchange rates can affect the value of the Fund and the income from it. 
These Funds are offered solely to non-US investors under the terms and conditions of the Funds’ current prospectus – please refer to the Simplified 
Prospectus and Prospectus documentation, which describe the full risk factors associated with these Funds. 
These Funds may acquire shares in companies with relatively small market capitalisations and may involve a higher degree of risk.
Issued and approved by Legg Mason Investments (Europe) Limited, registered office 75 King William Street, London, EC4N 7BE. Registered in 
England and Wales, Company No. 1732037. Authorised and regulated by the Financial Services Authority. Client Services +44 (0)20 7070 7444. 
Past performance is no guide to future returns and may not be repeated.
This document is for use by asset managers, fund distributors and authorised intermediaries. Not for use by private individuals. 
November 2010     Ref: 6084

The art of small-cap investing 
Portfolio managers at Royce share a common investment approach – one that emphasises paying attention 
to risk and buying what each thinks are strong companies at attractively discounted prices. And Royce takes 
small-cap investing seriously - they seek to complete a thorough analysis and operating dynamics of a 
business, as if they were purchasing the entire company.

Take a contrarian view of buying and selling stocks, 
often buying when others are selling

Use a bottom up stock selection approach that targets 
individual companies

Diversify portfolios to include stocks from a wide 
variety of industries and sectors. 

Select companies from the entire smaller company universe, 
not just the ‘value’ portion

Examine tangible factors such as a company’s ability 
to weather difficult times

Target companies with a history of earnings, high internal 
rates of return and the ability to generate free cash flow

Purchase stocks that are priced significantly lower 
then Royce’s estimate of what the company is worth

Look for valuation discrepancies, not just statistically cheap 
stocks 


