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Historic Performance in 2020 
Should Set the Tone for More 
Reasonable Expectations  
Going Forward 
OVERVIEW 

Stocks of small growth companies moved solidly higher during the 
fourth quarter, with the benchmark Russell 2000 Growth Index rising 
29.61%. While the Index surpassed the 23.17% gain of the Wasatch Ultra 
Growth Fund’s Investor Class, the Fund finished well ahead for the year. 
Over the 12 months ended December 31, the Fund posted a return of 
71.38%, significantly exceeding the increase of 34.63% in the benchmark. 

Distribution of the first doses of vaccines for Covid-19 in December 
raised hopes the New Year would bring an end to the pandemic, which 
has roiled global economies and pushed millions of Americans into 
unemployment. Investors also hoped the post-election environment in 
Washington, D.C. would lead to better relations with China and 
additional fiscal measures would help to mitigate damage wrought by 
the virus. With the election removing a key source of uncertainty hanging 
over financial markets, an upturn in risk sentiment among investors 
provided a tailwind for equities. 

 
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—1.25% / 
Institutional Class—Gross: 1.10%, Net: 1.06. The Advisor has contractually agreed to limit certain expenses to 1.50% for the 
Investor Class and 1.05% for the Institutional Class through at least 1/31/2021. 
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Pockets of the market most sensitive to 
economic recovery benefited the most. These 
included industrials and energy—which were among 
the highest-returning areas of the Fund. Our 
holdings in industrials and financials outgained the 
corresponding components of the Index. In indus-
trials, however, our underweight position relative to 
the benchmark resulted in a smaller contribution to 
performance. Energy was the top-performing 
sector of the Index, as crude oil rallied during  
the quarter. 

In health care, information technology (IT) and 
consumer discretionary, our stocks rose less than 
the benchmark’s positions. Mainstays of traditional 
growth portfolios, these areas had driven much of 
the Fund’s outperformance earlier in the year. As a 
tide of economic optimism lifted other parts of the 
market during the fourth quarter, however, high-
quality growth stocks lost some of their appeal 
compared to issues that are more cyclical. This was 
especially true for a few of our higher-growth 
companies in health care, which commanded lower 
valuation premiums as the economic backdrop 
improved. 

We believe the Fund’s outperformance during 
2020 reflects the durability of our investment 
approach over both favorable and unfavorable 
periods. While we’re pleased with the extraordinary 
support the Fund has received from investors, 
we’ve closed it to new investors, except those 
purchasing shares directly from Wasatch Funds. 
Existing investors can add to their positions. 
Wasatch takes capacity seriously, and we believe 
that closing funds before asset growth impacts 
performance is necessary to protect the integrity 
of our investment process. 

DETAILS OF THE QUARTER 
The strongest contributor to Fund performance 

for the quarter was Inspire Medical Systems, Inc. 
(INSP). The company develops minimally invasive 
solutions for patients with obstructive sleep apnea. 

Inspire experienced a drop-off in business during 
early phases of the pandemic as surgeries for sleep 
apnea and other elective procedures were post-
poned. However, patient flow has rebounded 
strongly. Revenues and earnings exceeded expec-
tations in the company’s most recently reported 
quarter, and management has raised its full-year 
revenue guidance for 2020. Looking forward, 
Inspire has significantly expanded reimbursement 
coverage from U.S. insurers, paving the way for 
potentially accelerated penetration of its sizable 
addressable market. 

Zendesk, Inc. (ZEN) was also a top contributor. 
The company provides business software using the 
software-as-a-service (SaaS) model. Zendesk has 
experienced strong demand throughout the Covid-
19 pandemic from customers in e-commerce, as 
well as from other businesses with employees 
working from home. Additionally, demand from 
clients in the travel and hospitality industries has 
picked up as global economies have begun to 
reopen. Adjusted earnings per share rose 42% in 
the company’s most recent quarter on revenue 
growth of 24% compared to the same quarter a 
year ago. An improved sales outlook from 
Zendesk’s management also helped lift the stock. 

Another strong stock in the Fund was Sangamo 
Therapeutics, Inc. (SGMO). A clinical-stage 
biopharmaceutical company, Sangamo specializes 
in the treatment and cure of single-gene disorders. 
The company’s stock price rose sharply in 
December after Sangamo released positive follow-
up data from the Phase 1-2 study of its investi-
gational gene therapy for patients with severe 
hemophilia A. In addition to gene therapy, 
Sangamo’s development pipeline also includes  
in-vivo gene editing and ex-vivo genome medicine. 

The greatest detractor from performance for 
the quarter was Esperion Therapeutics, Inc. 
(ESPR). The company develops oral therapies for 
people with elevated low-density lipoprotein 
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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. 

Silk Road Medical, Inc. (SILK) was also a 
significant detractor. 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. 

Another weak stock was Tandem Diabetes 
Care, Inc. (TNDM). The company offers insulin-
delivery systems for people with diabetes. Tandem 
has experienced robust adoption of its t:slim X2™ 
insulin pump with Control-IQ technology. Revenues 
surged 30.6% year-over-year in the company’s 
most recently reported quarter, and management 
raised its full-year guidance for 2020. Tandem’s 
stock sold off on the news, however, as investors 
appeared to have been expecting even more. From 
a longer-term standpoint, we believe the company 
is positioned to benefit from a trend toward 
continuous glucose monitoring, and our 
fundamental thesis for owning it remains intact. 
(Current and future holdings are subject  
to risk.) 

OUTLOOK 
Our focus on what we consider high-quality, 

long-duration growth companies typically produces 
a portfolio that isn’t overly sensitive to economic 
fluctuations. Instead, we look for companies with 
their own business drivers that can innovate and 
grow by taking market share from competitors. 
While an expanding economy almost always helps, 
many of our companies have shown their ability to 
grow during both favorable and unfavorable 
environments. 

With economic activity expected to pick up over 
the next couple of years as life returns to normal, 
we’ve been looking to increase the Fund’s holdings 
of companies positioned to benefit from such a 
rebound. However, many of those stocks have 
already risen substantially. In some cases, company 
valuations already exceed what we would consider 
reasonable even in a best-case scenario. 

As we’ve noted in previous commentaries,  
high valuations aren’t limited to any one type of 
stock or to any single asset class. For the most 
part, weak competition from low-yielding, interest-
bearing investments has caused prospective 
returns to moderate across the investment 
spectrum. And the way the market offers those 
lower future returns to investors is through higher 
current prices. Given the outsized gains in equities 
over the past several years, we think it’s important 
to reiterate the need for reasonable expectations 
for future performance. 

While attractive, reasonably valued growth 
opportunities are becoming harder and harder to 
find, we’re comfortable with the businesses we 
own in the Fund. We believe our companies are 
generally better-positioned than their direct peers 
to compound their revenues and earnings at robust 
rates over time. Because we believe earnings 
growth drives stock prices over the long term, we 
think our focus on long-duration growth companies 
has the potential to generate favorable long-term 
returns for investors. 
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  Thank you for the opportunity to manage your 

assets. 

Sincerely, 

John Malooly 

 

 

AVERAGE ANNUAL TOTAL RETURNS 
FOR PERIODS ENDED DECEMBER 31, 2020 

 Quarter* 1 Year 3 Years 5 Years 10 Years 

Ultra Growth Fund—Investor 23.17% 71.38% 37.79% 30.04% 19.03% 

Ultra Growth Fund—Institutional 23.18% 71.49% 37.82% 30.05% 19.04% 

Russell 2000® Growth Index** 29.61% 34.63% 16.20% 16.36% 13.48% 

 
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—1.25% / 
Institutional Class—Gross: 1.10%, Net: 1.06% 

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 1.50% for the Investor 
Class and 1.05% 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 small 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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ULTRA GROWTH FUND — TOP 10 HOLDINGS 
AS OF SEPTEMBER 30, 2020 

 Percent of 
Security Name Net Assets 

Silk Road Medical, Inc. 3.0% 

Five Below, Inc. 2.6% 

Kornit Digital Ltd. (Israel) 2.6% 

Floor & Decor Holdings, Inc., Class A 2.5% 

Castle Biosciences, Inc. 2.4% 

Freshpet, Inc. 2.4% 

Zendesk, Inc. 2.3% 

Inspire Medical Systems, Inc. 2.3% 

Open Lending Corp., Class A 2.1% 

Paylocity Holding Corp. 1.9% 

Total 24.2% 

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 2000 Growth Index measures the performance of 
those Russell 2000 Index companies with higher price-to-book 
ratios and higher forecasted growth values. 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 Ultra Growth Fund has been developed solely by 
Wasatch Global Investors. The Wasatch Ultra Growth 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 2000 Growth 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 Ultra Growth 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 Ultra Growth Fund’s primary investment objective is 
long-term growth of capital. Income is a secondary objective, but 
only when consistent with long-term growth of capital. 

Earnings growth is a measure of growth in a company’s net income 
over a specific period, often one year. 

Earnings per share or EPS is the portion of a company’s profit 
allocated to each outstanding share of common stock. EPS growth 
rates help investors identify companies that are increasing or 
decreasing in profitability. 

Valuation is the process of determining the current worth of an 
asset or company. 

 

Wasatch Funds are distributed by ALPS Distributors, Inc. 
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