
Capital Market Review 

Equity markets got off to a strong start in 2017, thanks to an improving economic outlook around the globe. The post-

election reflation trade which caused massive sector rotation towards financials, industrials and materials at the expense of 

growth sectors like technology and healthcare unwound toward the end of the first quarter of 2017, as investors better under-

stood the amount of political capital required to accomplish Trump’s legislative agenda.   An uptick in inflation in China, Japan 

and Europe continued to keep international market participants hopeful that some of the world’s major economies continued 

to improve.  Within that backdrop, international markets performed well, with the Russell Global ex-U.S. Index advancing 8.12% 

versus the S&P 500 Index which increased 6.07% in the quarter.   

 

Performance Commentary 

The Buffalo International Fund returned 10.63% for the quarter which outperformed the Russell Global ex-U.S. return of 8.12%. 

Outperformance in the period was primarily driven by stock selection with a small benefit coming from our sector allocation 

impact. The top contributors to the fund’s performance in the quarter were Jenoptik AG and Broadcom Ltd. Jenoptik AG is an 

optoelectronics group that offers optical systems, lasers and material processing. The company benefited from increased pur-

chases of defense systems as well as increasing penetration of optical solutions for metrology.  Broadcom, a stock we’ve owned 

almost since the Fund’s inception, is a semiconductor manufacturer continued to benefit as cellular handset and base station 

suppliers continued their roll-out of 4G capabilities, which requires greater use of semiconductor filters to handle the band-

width and spectrum density.    

 

Top detractors during the period included the leisure equipment company Amer Sports Oyj, the specialty retailer Yoox Net-A-

Porter, and healthcare holding Teva Pharmaceuticals. Amer Sports Oyj develops and manufactures sports and fitness equip-

ment and clothing, including the brands Wilson, Precor and Salomon. The brands had a poor showing during the holiday season, 

amid delays in new product launches. Yoox Net-A-Porter is a global online luxury retailer and although sales continued to grow 

strongly in the most recent quarter, the company failed to bring as much of that revenue to the bottom line as expected, as 

they continued to work on integrating disparate systems.  

 

Average Annualized Performance 
(as of 3/31/17) 
Expense Ratio: 1.06% 

1 year 3 years 5 years 
Since  

Inception 
(9/28/07) 

Buffalo International Fund 13.46% 3.67% 6.67% 3.22% 

Russell Global ex-U.S. Index 13.13% 0.98% 4.86% 0.56% 

Data represented reflects past performance and is no guarantee of future results. The invest-
ment return and principal value of an investment will fluctuate so that an investor's shares, 
when redeemed, may be worth more or less than their original value. Current performance may 
be lower or higher than the performance quoted. Performance current to the most recent month 

end may be obtained by visiting the Funds’ website at www.buffalofunds.com.   

 

Buffalo International Fund 
Quarterly Commentary as of  3/31/17 



Quarterly Commentary           Page 2 

Overall the healthcare market is facing a great deal of uncertainty due to efforts to repeal and replace the Affordable Care Act 

as well as from intense scrutiny on pharmaceutical pricing practices.   Teva has been a recipient of this scrutiny and the stock 

has suffered accordingly. In addition, Teva’s acquisition of Actavis hasn’t provided the anticipated synergies.  

 

Outlook 

Having shrugged off hysteria caused by Britain’s vote to exit the European Union (BREXIT) in mid-year 2016, and gotten past a 

Fed rate hike last December, the outlook for global growth has turned positive with reflationary forces being felt in China Eu-

rope and Japan.   We are however concerned that some of the reflationary forces being propagated are due to another credit 

push from China, which may not be sustainable in the medium turn.  In any event, the markets are acting with relief that the 

worst has passed and perhaps Central Banks may be moving toward market price discovery among and between assets classes.   

Elections are front and center in the European Union (EU), but for now, polls seem to indicate that the status quo will continue.   

We believe the political uncertainty in Europe should ameliorate as we move to the second half of the year, and attention again 

will focus on future Central Bank actions.   

 

Overall, we continue to expect modestly improving economic growth around the globe.  Our investment process is designed to 

favor a long-term secular growth perspective coupled within the context of our valuation and country specific macro analyses.   

While our process remains unchanged, we are taking incremental risks were it makes sense, while continuing to keep an eye 

towards the pursuit of hedging capital from potential downside risks. We continue to look for opportunities to buy or add to 

companies that are exposed to secular growth, improving balance sheets and sustainable business models that possess valua-

tions which could provide appropriate prospective returns for our investors. 

 

 

 

The Fund’s investment objectives, risks, charges and expenses must be considered carefully before investing.  The prospectus contains this and 
other important information about the investment company, and it must be obtained by calling 1-800-49-BUFFALO or visiting 
www.buffalofunds.com.  Read it carefully before investing. 

As of 12/31/16 the Buffalo International Fund’s top ten equity holdings were: Fresenius SE & Co. KGaA 3.29%, SAP SE 
2.77%, Taiwan Semiconductor 2.50%, Linde AG 2.42%, Heidelbergcement 2.09%, Broadcom Ltd. 2.08%, Kering 2.06%, 
Interxion Holding N.V. 2.04%, Henkel AG & Co. KGaA 2.02%, Diageo Plc 1.98%. 
 
Top 10 holdings for the quarter are not disclosed until 60 days after quarter end. Those listed are for the previous quarter. 
 
The opinions expressed are those of the Portfolio Manager(s) and are subject to change, are not guaranteed and should not be considered recommendations to 

buy or sell any security. Fund holdings and sector allocations are subject to change and are not recommendations to buy or sell any security.  

 

The Russell Global ex-U.S. Index measures the performance of the global equity market based on all investable equity securities, excluding companies assigned 

to the United States. The S&P 500 Index is a free-float capitalization-weighted index published since 1957 of the prices of 500 large-cap common 

stocks actively traded in the United States.  You cannot invest directly in an index.  

 

Mutual Fund Investing involves risk.  Principal loss is possible. The Fund invests in foreign securities which will involve greater volatility and 
political, economic and currency risks and differences in accounting methods.  Investments in emerging markets involve greater risks.  The fund 
may invest in smaller companies which involve additional risks such as limited liquidity and greater volatility than larger companies. 

 

The Buffalo Funds are distributed by Quasar Distributors, LLC. 

 

 


