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Portfolio Manager Dan Chace reflects
on some of the important lessons he has
learned through his investment career
and what he would pass on to the next
generation of investors.

YOU SPENT TIME IN THE PEACE CORPS. HOW DID
THAT EXPERIENCE INFLUENCE YOUR INVESTMENT
CAREER?

| was in Paraguay for two years, working within a small
farming community. | didn't realize it at the time, but
those years were pointing me toward investing. Through
that experience, | realized that while foreign aid as a pro-
gram is valuable, the main thing that makes people’s lives
better is economic growth. The stock market can tie into
that growth. It's the engine that allocates capital to ideas
that are productive for the economy and away from those

ideas that are not.

WHAT FIRST DREW YOU TOWARD FUNDAMENTAL
STOCK INVESTING?

A turning point came when | got my second job at a
sell-side firm. That firm sought to differentiate itself by
publishing deeper thought pieces about the businesses we
covered, as opposed to being overly focused on the latest
quarterly results. The deeper analysis into the businesses |
covered naturally lent itself to an interest in stock picking.

When you're selecting stocks, you're not just pontificating
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about the future—you're making real bets about what will
happen on a company, country and sector basis.

WHAT ADVICE WOULD YOU OFFER SOMEONE
STARTING OR CONSIDERING A CAREER IN INVESTING?

First, always reevaluate your investment assumptions.
The external investment environment is never perpetual.
You need to be optimistic about the companies you invest
in but also have skepticism and doubt. Second, invest in an
area that aligns with your curiosity. This industry is a
great avenue for people who are curious.

YOUR INVESTMENT CAREER HAS SPANNED BOTH THE
GLOBAL FINANCIAL CRISIS AND THE COVID-19
PANDEMIC. WHAT IS A KEY LESSON YOU LEARNED
FROM THOSE PERIODS?

| think both periods underscored the importance of
owning high-quality businesses. Heading into the financial
crisis, we owned some micro-cap companies that had too
much leverage, less proven business models or relatively
weak cash flows. The stocks of those companies under-

performed, but we learned from those mistakes.

Flash forward to the pandemic, when across Wasatch
we generally held high-quality businesses with strong bal-
ance sheets. It made us much more confident holding
those stocks and adding to positions through the volatil-
ity. All the lessons we learned from the financial crisis—the
importance of knowing fundamentals and stress-testing
earnings models—really benefited us during the pandemic.



YOU WORKED WITH WASATCH'S FOUNDER, SAM
STEWART, FOR MANY YEARS. WHAT'S A LESSON YOU
LEARNED FROM HIM?

Sam was a great entrepreneur, and a lot of us owe our
careers to him. He did a good job setting Wasatch up for
enduring success beyond his own career. He distributed
equity so that people had a stake in the firm's success. He
did a lot to ensure it wasn't a one-person show. The ways
he set the firm up to evolve beyond him are lessons for
small-cap investing. Transitioning from a founder to the
next generation is very challenging, and it's something a
lot of small companies have to navigate. He gave us an ex-
ample of a successful way to do it.

WHAT BOOKS INFLUENCED YOU MOST AS AN
INVESTOR?

Books such as The Bonfire of the Vanities, Liar's Poker
and Barbarians at the Gate provide valuable lessons be-
cause they capture some of the hubris you need to avoid
in this industry. We're investing for someone’s financial fu-
ture, so you need to stay humble. As far as specific books
that influenced me as an investor, there isn't one single
book that speaks to me in its entirety. There are lessons to
be learned everywhere. | take pieces from everything |
read and apply them where they fit.

WHAT ARE THE MOST IMPORTANT LESSONS YOU'VE
LEARNED ABOUT EMERGING-MARKET INVESTING?

One of the main things to know going into emerging-
market investing is that something won't necessarily play
out just because the potential is there. Nothing is auto-
matically successful simply because the opportunity is
large.

If you think about all of the countries that hold the

promise of emerging markets—large young populations,

“The external investment
environment is never perpetual.
You need to be optimistic about
the companies you invest in but
also have skepticism and doubt.”

cheap labor, rising consumer expectations and rising de-
velopment—very few countries fulfill their potential. And
the number of companies successfully tapping into that
potential is even lower.

Of all the assertions that management teams make,
very few end up being true. On paper, an emerging market
can have enormous potential from a company or country
perspective. But the reality is it's always much more com-
plicated. You can find tremendous growth opportunities
within emerging markets, but as a fundamental investor
you still have to approach the asset class with skepticism.

AS A PORTFOLIO MANAGER, YOU LISTEN TO A LOT OF
EARNINGS CALLS. WHAT'S ONE THING YOU WOULD
CHANGE IN THE WAY COMPANIES CONDUCT THEM?

Don't repeat everything that was written in the press
release. The most interesting calls are the ones in which
you get a candid review of the business, but that happens
less than 5% of the time. The lack of deep information
during calls is one of the reasons we visit companies and
management teams in person. That being said, it's still
worth listening to calls. A lot can be gleaned from the way
people talk—the pace, the tone or the pauses they take.
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