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DECEMBER 31, 2020 

Investors Cheered as Vaccines 
Offered Hope of Returning to 
Life as We Knew It 
OVERVIEW 

The fourth quarter of 2020 capped a strong year for micro-cap 
equities. In the 12 months ended December 31, the Wasatch Micro Cap 
Fund—Investor Class returned 64.71%, surpassing the 20.96% gain in the 
benchmark Russell Microcap Index. The Fund’s return of 31.29% during 
the fourth quarter was roughly in line with the increase of 31.39% in the 
Index. Resolution of uncertainty surrounding the presidential election and 
the approval of vaccines for Covid-19 gave investors reason to cheer as 
the year drew to a close. 

Financials and health care made the largest contributions to the 
benchmark’s fourth-quarter return. Stocks of financial companies did 
well, as investors hoped a pickup in economic activity and lending during 
2021 would improve profitability at the small banks accounting for over 
13% of the Index. As a result, our structural underexposure to financials 
was a headwind to performance. The sector as a whole represents 
nearly 20% of the benchmark and less than 4% of the Fund. 

Our solid outperformance in health care offset the benchmark’s 
advantage in financials. As a group, our health-care stocks outgained the 

 
Data show past performance and is not indicative of future performance. Current performance may be lower or higher than the 
data quoted. For the most recent month-end performance data, visit wasatchglobal.com. Investment returns and principal value 
will fluctuate and shares, when redeemed, may be worth more or less than their original cost. The Advisor may absorb certain 
expenses, leading to higher total shareholder returns. Wasatch Funds will deduct a 2% redemption fee on Fund shares held 60 
days or less. Performance data does not reflect this redemption fee or taxes. Total Expense Ratio: Investor Class 1.66% / 
Institutional Class 1.59%. The Advisor has contractually agreed to limit certain expenses to 1.95% for the Investor Class and 
1.60% for the Institutional Class through at least 1/31/2021. 
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health-care positions in the Index, boosting the 
Fund’s performance in absolute terms and relative 
to the benchmark. We also outpaced the bench-
mark in consumer staples. Generally speaking, the 
rapid upturn in economic sentiment observed 
during the quarter didn’t favor our investment 
approach, which seeks high-quality growth compa-
nies driven by long-term fundamentals. Instead, 
several cyclical areas of the Index—including 
energy, industrials and materials—posted above-
average returns. 

The Fund’s underweight position in financials, 
and its corresponding overexposure to areas such 
as health care and information technology, are 
natural outcomes of our growth-oriented, bottom-
up approach to investing. Because small banks 
tend to operate similarly and be affected equally 
by macroeconomic factors, their undifferentiated 
business models don’t lend themselves to stock 
picking based on fundamentals. In addition, the 
U.S. banking industry isn’t one we view as dynamic 
and growing. Although we do invest in banks that 
we believe have compelling product strategies, 
favorable geographic locations and attractive 
long-term prospects, we’ve never been able to find 
enough of them to get close to the benchmark’s 
weight. 

We’re pleased with the Fund’s performance 
during what was a very unusual year. Over long 
horizons and full economic cycles, we believe our 
research-driven, fundamental investment 
approach has the potential to outperform. 

DETAILS OF THE QUARTER 
Several cannabis stocks were among the Fund’s 

strongest contributors to performance. Markets 
for cannabis are expanding rapidly as laws pro-
hibiting its use are relaxed and social acceptance 
increases. Canada legalized the substance two 
years ago, and 11 states in the U.S. have made 
cannabis fully legal for adults. An additional 37 
states allow some form of medical use. Although 

cannabis remains an illegal controlled substance 
under federal law, support for legislative reform is 
increasing both among the public and in Congress. 

XPEL, Inc. (XPEL) was a top contributor to 
performance during the quarter. The company 
offers automotive paint and surface-protection 
films, automotive and architectural window films 
and ceramic coatings. XPEL has benefited as 
consumers of luxury vehicles and dealers adopted 
products previously sold primarily to automotive 
enthusiasts. Net income increased 46.5% in the 
company’s most recent quarter on 29.5% revenue 
growth compared to the same quarter a year  
ago. Pent-up demand for new cars following 
coronavirus-related lockdowns earlier in the year 
also appeared to have contributed to the 
company’s positive results. 

Other strong stocks in the Fund included 
Collectors Universe, Inc. (CLCT) and Pennant 
Group, Inc. (PNTG). Collectors Universe provides 
authentication, grading and related services to 
dealers and collectors of coins, trading cards, 
autographs and sports memorabilia. Expanding 
interest in collectibles has driven strong growth in 
the company’s U.S. business and increasing 
demand from China. Having risen substantially 
earlier in the quarter, shares of Collectors Universe 
extended their gains after the company agreed to 
be acquired by an investor group. 

Pennant operates a network of approximately 
75 home-health and hospice agencies, and 54 
senior-living communities, located mostly in the 
western U.S. The company has a unique business 
model that encourages its field leadership to 
operate Pennant’s facilities more efficiently. 
Management has executed well, using strategic 
acquisitions to boost growth and profitability. A 
better-than-expected earnings report and positive 
forward guidance helped lift the company’s stock 
price during the fourth quarter. 
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The greatest detractor from Fund performance 
was Limelight Networks, Inc. (LLNW). The com-
pany’s content-delivery network enables businesses 
to deliver digital content across internet, mobile 
and social channels. Limelight’s stock price had 
surged earlier in the year as billions of people 
around the globe streamed online media while 
sheltering in place. The debut of several new over-
the-top streaming services also boosted demand 
for the company’s capabilities. Believing those 
drivers to be temporary, we significantly reduced 
our position in Limelight during second and third 
quarters. With competition heating up and the 
company’s growth likely to decelerate, we 
liquidated the Fund’s remaining shares during the 
fourth quarter. 

Esperion Therapeutics, Inc. (ESPR) was also a 
detractor. The company develops oral therapies for 
people with elevated low-density lipoprotein 
cholesterol (LDL-C, or “bad cholesterol”). 
Esperion’s recently approved flagship medications, 
Nexletol® and Nexlizet,™ are intended to increase 
the effectiveness of statins and other cholesterol-
lowering drugs in high-risk patients. However, sales 
of these new products have been hampered as 
patients fearful of contracting Covid-19 postponed 
routine physicals and other non-urgent appoint-
ments during which the medications might have 
been prescribed. Given the many challenges 
involved, uptake of the new drugs has been 
encouraging in our view. We remain optimistic 
about Esperion’s long-term prospects and  
continue to own it. 

Another weak stock was Silk Road Medical, Inc. 
(SILK). The company provides implantable devices 
for the treatment of carotid-artery disease in high-
risk patients. Although revenues in Silk Road’s most 
recent quarter came in better than expected, 
investors reacted negatively after management 
failed to provide new details about the company’s 
approval pathway for addressing the standard-risk 
patient market. A lack of new developments 

regarding Silk Road’s pipeline product for the 
treatment of ischemic stroke also appeared to 
weigh on the stock. (Current and future holdings 
are subject to risk.) 

OUTLOOK 
Approval and rollout of the Pfizer and  

Moderna vaccines mark key milestones in the war 
against Covid-19. Although the fight is far from 
over, investors justifiably have begun to look past 
the pandemic. We believe the gains in micro  
caps during the fourth quarterly largely reflect 
expectations of a gradual transition toward a 
normalized economic landscape. Recent additions 
to the Fund include companies that we believe  
are well-positioned to benefit from a return to life 
as we knew it. 

Of course, the pandemic knife cuts both ways. 
While many firms have been negatively impacted, 
other business models have benefited. Where we 
view the improvement as lasting, we’re willing to 
continue owning those companies as we position 
for 2021 and beyond. However, we want to avoid 
businesses that have received a temporary boost 
from the pandemic and are now likely to see 
growth decelerate as the virus recedes. 

We welcome the prospect of returning to an 
investment environment driven less by macro 
events—such as pandemics, vaccines, elections and 
government-stimulus legislation—and more by the 
fundamental long-term business trends of indi-
vidual companies. We believe that “stock-picker’s 
markets” offer some of the best opportunities for 
our research-driven, bottom-up investment 
approach to shine. 

Thank you for the opportunity to manage your 
assets. 

Sincerely, 

Ken Korngiebel and Dan Chace 
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AVERAGE ANNUAL TOTAL RETURNS 
FOR PERIODS ENDED DECEMBER 31, 2020 

 Quarter* 1 Year 3 Years 5 Years 10 Years 

Micro Cap Fund—Investor 31.29% 64.71% 33.94% 28.65% 18.12% 

Micro Cap Fund—Institutional 31.32% 64.59% 33.91% 28.63% 18.11% 

Russell Microcap® Index** 31.39% 20.96% 8.78% 11.89% 10.55% 

 
A fund’s performance for very short time periods 
may not be indicative of future performance.  

*Returns less than one year are not annualized. 

Data show past performance, which is not indicative 
of future performance. Current performance may be 
lower or higher than the data quoted. To obtain the 
most recent month-end performance data available, 
please visit wasatchglobal.com. The Advisor may 
absorb certain Fund expenses, without which total 
return would have been lower. Investment returns 
and principal value will fluctuate and shares, when 
redeemed, may be worth more or less than their 
original cost. Total Expense Ratio: Investor Class—
1.66% / Institutional Class—1.59% 

Total Annual Fund Operating Expenses include 
operating expenses, including the management fee, 
before any expense reimbursements by the Advisor. 
The Advisor has contractually agreed to limit 
certain expenses to 1.95% for the Investor Class 
and 1.60% for the Institutional Class through at 
least 1/31/2021. See the prospectus for additional 
information regarding Fund expenses. 

Wasatch Funds will deduct a 2.00% redemption fee 
on Fund shares held 60 days or less. Performance 
data does not reflect the deduction of fees or taxes, 
which if reflected, would reduce the performance 
quoted. For more complete information including 
charges, risks and expenses, read the prospectus 
carefully. 

Performance for the Institutional Class prior to 
1/31/2020 is based on the performance of the 
Investor Class. Performance of the Fund’s 
Institutional Class prior to 1/31/2020 uses the 
actual expenses of the Fund’s Investor Class 
without any adjustments. For any such period of 
time, the performance of the Fund’s Institutional 
Class would have been substantially similar to, yet 
higher than, the performance of the Fund’s Investor 
Class, because the shares of both classes are 
invested in the same portfolio of securities, but the 
classes bear different expenses. 

Investing in micro cap funds will be more volatile 
and loss of principal could be greater than 
investing in large cap or more diversified funds. 
Investing in foreign securities, especially in 
emerging markets, entails special risks, such as 
currency fluctuations and political uncertainties, 
which are described in more detail in the 
prospectus. 

An investor should consider investment objectives, 
risks, charges and expenses carefully before 
investing. To obtain a prospectus, containing this 
and other information, visit wasatchglobal.com or 
call 800.551.1700. Please read the prospectus 
carefully before investing. 
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MICRO CAP FUND — TOP 10 HOLDINGS 
AS OF SEPTEMBER 30, 2020 

 Percent of 
Security Name Net Assets 

Kornit Digital Ltd. (Israel)  3.1% 

Silk Road Medical, Inc. 2.8% 

Purple Innovation, Inc. 2.8% 

Open Lending Corp., Class A 2.8% 

GenMark Diagnostics, Inc. 2.7% 

Freshpet, Inc. 2.5% 

Castle Biosciences, Inc. 2.4% 

Collectors Universe, Inc.   2.1% 

Five9, Inc. 2.1% 

Cresco Labs, Inc. (Canada) 2.0% 

Total 25.2% 

Portfolio holdings are subject to change at any time. References to specific securities should not be construed as 
recommendations by the Fund or its Advisor. Current and future holdings are subject to risk. 

**The Russell Microcap Index is an unmanaged total return index of 
the smallest 1,000 securities in the small-cap Russell 2000 Index 
along with the next smallest 1,000 companies, based on a ranking 
of all U.S. equities by market capitalization. The Russell 2000 Index 
is an unmanaged total return index of the smallest 2,000 
companies in the Russell 3000 Index. The Russell 2000 is widely 
used in the industry to measure the performance of small company 
stocks. You cannot invest directly in these or any indexes.  

The Wasatch Micro Cap Fund has been developed solely by 
Wasatch Global Investors. The Wasatch Micro Cap Fund is not in 
any way connected to or sponsored, endorsed, sold or promoted by 
the London Stock Exchange Group plc and its group undertakings 
(collectively, the “LSE Group”). FTSE Russell is a trading name of 
certain of the LSE Group companies. 

All rights in the Russell Microcap Index vest in the relevant LSE 
Group company, which owns the Index. Russell ® is a trademark of 

the relevant LSE Group company and is used by any other LSE 
Group company under license.  

The Index is calculated by or on behalf of FTSE International 
Limited or its affiliate, agent or partner. The LSE Group does not 
accept any liability whatsoever to any person arising out of (a) the 
use of, reliance on or any error in the Index or (b) investment in or 
operation of the Wasatch Micro Cap Fund or the suitability of the 
Index for the purpose to which it is being put by Wasatch Global 
Investors. 

CFA® is a trademark owned by the CFA Institute. 

The Wasatch Micro Cap Fund’s investment objective is long-term 
growth of capital. Income is an objective only when consistent with 
long-term growth of capital. 

As of December 31, 2020, the Wasatch Micro Cap Fund was not 
invested in Pfizer, Inc. or Moderna, Inc. 

Wasatch Funds are distributed by ALPS Distributors, Inc. 
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