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Future results will differ from past results. Units of the Rivemont MicroCap Fund
are available under exemptions from the prospectus requirements, pursuant to
National Instrument 45-106 Prospectus and Registration Exemptions, and are
available only to qualified investors. This document is not a recommendation nor
an investment advice and is presented for informational purposes only.



Rivemont Investments
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Rivemont Investments is a Quebec-based firm founded in 
2010 and duly registered with the « Autorité des marchés 
financiers » in Québec and with authorities in British-
Columbia, Alberta and Ontario. 

At Rivemont, our objective is to grow the portfolios of our 
clients by offering performing strategies in all market 
conditions. To that end, we manage the Rivemont 
MicroCap Fund that improves the risk/return profile of 
diversified portfolios. 

• President and Founder: Martin Lalonde, CFA, MBA

• Firm assets: $46 million

Our product offering
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Our Team

Martin Lalonde
MBA, CFA
President and portfolio 
manager

Jean Lamontagne
CFA
Vice President, Business 
Development and Client Servicing

Martin is responsible for the management of the
investment strategies of the firm. He has many
years of experience in the financial markets and
held the position of Senior analyst, investment and
mergers and acquisitions for a major Canadian
organization.

• Master’s degree in Business Administration (MBA) from 
the University of Ottawa.

• Specialization in international trade at 
l’École supérieure de commerce of Reims, 
in France.

• Chartered Financial Analyst (CFA).
• Member of Leaders Club of the 

Gatineau Chamber of Commerce

• Member of the “Table d’action en
entrepreneuriat” for the Outaouais region.

• Financial commentator and hosts a 
weekly chronicle at 104.7 FM.

Jean is mainly responsible for promoting the
strategies of the firm with private clients,
brokers, consultants and financial planners. He
has more than 30 years of experience in the
areas of investment and retirement plans.

• Bachelor's degree in actuarial science from Laval 
University.

• Chartered Financial Analyst (CFA).

• Previously held the position of Vice
President at Triasima Portfolio Management
and occupied senior consulting roles at
Towers Watson and Towers Perrin.

• President of the Board of the “Fondation
du Grand séminaire de Montréal”.
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Keven assists the portfolio managers in
market analysis and in seeking new
investment opportunities for the Rivemont
Absolute Return Fund and the private wealth
mandates. He also assumes responsibilities
in portfolio administration and compliance.

• BSc in Business Administration with 
major in Finance from University of 
Québec

• Currently pursues CFA Designation

Keven Perreault
Analyst, Investments and 
Administration



Philippe Bergeron-
Bélanger
Senior Consultant, Espace 
MicroCaps

Espace MicroCaps*
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Philippe is responsible for the fundamental analysis and 
monitoring of portfolio companies as well as looking for 
new investment opportunities for the Rivemont MicroCap 
fund.

• B.Sc in finance from the University of Sherbrooke

• Full-time investor since 2014

• Appeared in many financial publications such as 
MoneySense and Les Affaires

• Along with Mathieu Martin, maintains the Espace 
MicroCaps blog (www.espacemc.com) with over 300 
members participating to discussions.

Mathieu Martin
Consultant, Espace MicroCaps

Mathieu is responsible for the fundamental analysis and 
monitoring of portfolio companies as well as looking for 
new investment opportunities for the Rivemont MicroCap 
fund.

• Full-time investor since 2016
• Currently pursues the CFA (Chartered Financial Analyst) 

designation

• Publishes many educational articles on the Espace 
MicroCaps blog (www.espacemc.com) in order to 
democratize the investment in microcaps
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*  Rivemont has retained the services of Espace MicroCaps to perform the security analysis of the 
Rivemont MicroCap Fund. Philippe and Mathieu are not employees of Rivemont. 

http://www.espacemc.com/
http://www.espacemc.com/


INVESTING IN MICROCAPS



Microcaps – What Are They ?
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• Nanocaps, a subcategory of microcaps, are 
companies worth less than $50 million. 
Nanocaps are the smallest publicly traded 
companies.

• According to Yahoo Finance, there are 
more than 2 300 microcaps in Canada and 
over 10 300 in North-America.

3
Il est important

4
Il est essentiel d’établir
des balises fiables pour 

bien gérer le risque.

• By definition, in Canada, a micro-capitalization company (or microcap) is a public 
company with a valuation of $300 million or less.
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Small Size Effect
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• Small and micro-cap stocks have 
historically outperformed large 
capitalisation stocks, as demonstrated in 
the Ibbotson and Associates research.

• According to a research report by Perritt 
Capital, a long-term horizon investor 
would have obtained the best possible 
performance by investing in microcaps 
stocks for any 20-year period between 
1926 and 2017.

Source: Perritt Capital, Adding Micro-Caps to Small-Caps: Unlock the Potential 
to Enhance Return and Lower Risk



An Inefficient Market for a Value Investor
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• In a research report published in 1993, Eugene Fama and Kenneth French have analyzed 
three risk factors that can justify the stock market returns: 

• The global market
• The market capitalization of a company
• The ratio  :    Book Value

Market Value

• The study showed that small 
businesses (microcaps), combined with 
a value investing approach (high book 
value to market value ratio) have 
produced the best historical returns.



The Illiquidity Premium
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• Liquidity describes the ability to buy or sell financial assets quickly, inexpensively 
and without having a significant effect on the market price. This characteristic is 
desirable for investors. 

• Several studies have shown that illiquid 
securities offer higher returns compared to 
more liquid securities.

• In 2013, Roger Ibbotson and Assoc. have 
proposed liquidity as an investment style, on the 
same level as size, value/growth and momentum.

• The chart on the right shows that the microcap 
category with the lowest liquidity is the one that 
had the best performance between 1972 and 
2015 (15.92% per year).

Tableau – Cross Sectional Style Returns (1972-2015)

Liquidity as an Investment Style – Roger G. Ibbotson, Zhiwu Chen, 
Daniel Y.-J. Kim, and Wendy Y. Hu (2016)



A Diversification Tool
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As microcaps are not perfectly 
correlated with large caps, adding 
microcaps to a diversified portfolio 
offers two important benefits:

• Increase in potential returns

• Decrease in volatility (risk) up to a 
certain level of allocation

Actions: S&P 500, Obligations: Lehman Government Corporation, Microcaps: Dow 
Jones Wilshire US Micro-Cap

Source: Richard Imperiale, The Micro Cap Investor, p.49

Stock Bonds Microcaps
Annualized 

Return Std. Deviation
60 40 0 7.7% 13.3%
55 40 5 8.2% 12.7%
50 40 10 8.7% 11.6%
45 40 15 9.2% 10.6%
40 40 20 9.6% 9.9%
35 40 25 10.2% 9.3%
30 40 30 10.6% 9.0%
25 40 35 10.9% 8.8%
20 40 40 11.1% 8.6%
15 40 45 11.2% 8.9%

Adding a microcaps allocation to a portfolio of stocks and bonds, 
25 years ending 12/31/2003

Allocation



Capacity
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If microcaps outperform, why are there not more professionals targeting this asset 
class? The short answer: because the capacity of this strategy is limited.

• The low liquidity of microcaps makes it difficult to manage large sums of money.

• Since the vast majority of asset management firms are remunerated by the size of their 
assets, they have little incentive to develop a strategy with such limited capacity.

• The lack of interest from institutional investors means there are many opportunities for a 
good active manager to stand out.



RIVEMONT MICROCAP FUND



How to Find New Investment Opportunities?
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• An extensive network of contacts, including through Espace MicroCaps, provides 
our analysts with a constant flow of new investment opportunities.

• Over the years, they have built a large network in North America:
- Successful investors
- Experts in different industries
- Buy-side / Sell-side analysts
- Brokers
- Company executives

• Tracking of all new financial documents on SEDAR to not miss anything.

• Using a proprietary method: the 15-factor quality filter.



Investment Strategy
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• To invest in growing companies at a bargain price.

• Focus on the margin of safety:
- Positive cash flows or clear path to it

- Healthy balance sheet
- Long-lived assets and intellectual property

• Portfolio concentrated into our best investment ideas:
- 15 to 25 stocks

- Portfolio built patiently over time
- Maximum weighting of 15% at initiation



Investment Strategy (cont’d)
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• Take advantage of illiquid and unknown stocks:
- On the ground research and due diligence
- Initiating positions through private placements
- Contrarian approach
- Investing at the inflection point (profitability / accelerating growth)

• Exit during liquidity events:
- Analyst coverage initiation
- Recommendation by an investment newsletter
- Stock gets overvalued
- Buyout



Investment Strategy (cont’d)
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• Underweighted in the following sectors:
- Mining
- Oil & Gas
- Finance
- Biotechnology

• Requires a high risk tolerance.

• Patient capital – Investors with a long-term investment horizon.



Case Study #1 – XPEL (TSX Venture: DAP.U)
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Date of initial purchase: March 29, 2018

Initial purchase price: $1.71 per share

Price on October 31, 2018: $6.39 per share

Return: +274%

What we saw:
• Accelerating growth: Following three years of revenue growth between 25% and 40%, XPEL 

announced quarterly revenue growth of 53% in Q4 2017.

• Track record of profitability: Positive net income every year for the last eight years.

• Reasonable valuation: traded at just 14 times the expected profits for the coming year.

• Clean share structure: Few shares outstanding, no options and no convertible debt.

• Alignment: Insiders own 42% of the outstanding shares.
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Case Study #1 (cont’d)
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Case Study #2 – Kraken Robotics (TSX Venture : PNG)
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Date of initial purchase: February 5, 2018

Initial purchase price: $0.17 per share

Price on October 31, 2018: $0.42 per share

Return: +147%

What we saw:
• Margin of safety: Intellectual property that cost $30 million to develop, which was 

twice the stock’s valuation.
• Technology validation: Sales to large organizations, including the US Navy.
• Growth: Growing revenues and backlog.
• Large opportunity: Commercial pipeline of over $150 million in bids outstanding on 

multiple large requests for proposal.
• Experience: Strong management team that holds a significant stake in the company.



Case Study #2 (cont’d)
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Case Study #3 – Grande West Transportation (TSX Venture: BUS)
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Date of initial purchase: February 21, 2018

Initial purchase price: $1.83 per share

Price at time of sale: $1.25 per share

Return: -32%

What we saw:
• Delays in delivering orders and recognizing revenue.
• Uncertainty about future deliveries and profit margins during conference calls.
• Business development in a new market (United States) taking longer than expected.
• The company remains solid, but our investment thesis is not playing out currently.
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Case Study #3 (cont’d)
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Historical Return – As of March 31, 2019
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Inception: January 18, 2018

Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. Rivemont S&P/TSX 
Smallcap

2018 -1.4 0.0 -0.5 -2.7 -1.0 5.0 4.0 1.9 0.9 -7.0 -5.0 -3.4 -9.3 -18.2

2019 16.5 7.2 5.8 32.2 10.7

           Annualized return since inception: 16.2 -7.9

Annual / YTD

Explanatory notes: Returns are net of all fees (management, custody and commissions) and in Canadian dollars.
Returns are those of the Rivemont MicroCap Fund Class A. The benchmark is the S&P/TSX Smallcap Index. Future
investment results will differ from past results.



Sectorial Allocation – As of March 31, 2019
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• The portfolio manager and the 
analysts use a bottom-up research 
approach, which means they focus 
solely on the most promising 
individual companies.

• Sectoral allocations do not reflect a 
particular conviction or aversion to 
one or more sectors, since this aspect 
weighs little in the decision-making 
process.

Consumer Discretionary 5.4%
Consumer Staples 5.3%
Energy 0.0%
Financials 0.0%
Real Estate 0.0%
Industrials 7.0%
Materials 3.0%
Communication Services 0.0%
Utilities 0.0%
Healthcare 13.9%
Information Technology 55.0%
Cash & Equivalent 10.4%



Bottom Line – Three Main Pillars
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• The market: Microcaps, as an asset class, have historically shown according to 
many studies that they produce the highest returns. We focus on the smallest 
and most illiquid companies while applying the principles of value investing.

• The way to source opportunities: Thanks to the vast North American network 
of contacts we have built through Espace MicroCaps, we are able to uncover 
and invest in the best investment opportunities before the market is even 
aware of them. 

• The investment strategy: Our strict fundamental investment criteria lead us to 
companies with the most promising long term prospects.
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Diversification
• Low correlation with 

traditional asset classes.

• Improves the risk-return 
profile of a well diversified 
portfolio. 

Why the Rivemont MicroCap Fund ?

P. 27

Commitment
• We want to grow your portfolio 

along ours.

• We are passionate and disciplined 
investors.

Alignment
• Most of the analysts’ personal net worth is 

invested in the Rivemont Microcap Fund.

• Our compensation is tied to the 
performance of the Fund. 

Results
• Highly superior performance compared to 

the benchmark index since the Fund’s 
inception in January 2018.
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Contact us:

Jean Lamontagne
438-387-3300
jean.lamontagne@rivemont.ca



Appendix A
Management Fees

P. 29

CLASS A
$25k - $100k

2.0%

20%

Yes

* Applied on returns in excess of 7%, net of fixed fees. 

** Another class is also available for institutional investors. 

1.75%

20%

Yes

1.5%

20%

Yes

CLASS B
$100k - $500k

CLASS C
$500k and more

Annual rate

Fixed fee

Performance fee*

High water mark
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Administrator
SGGG Fund Services

Registrar
SGGG Fund Services

Appendix B
Stakeholders
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Prime Brokers
NBCN, Interactive Brokers Canada Inc.

Auditor
KPMG

Legal Documents
Fasken Martineau

Trustee
Equity Financial Trust Company
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Structure
Mutual Fund Trust

Units
Private placements, accredited 

investors only

Investment Fund Manager
Majestic Asset Management

Investment Advisor
Rivemont Investments Inc.

Eligible for RRSP and TFSA
Yes

Appendix C
Structure
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Valuation/subscriptions/redemptions
Weekly

High Water Mark
Yes

Rivemont Investments : Rivemont MicroCap Fund
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