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Portfolio Manager David Powers offers a
behind-the-scenes look at some of the
questions he asks management teams and
explains why numbers and spreadsheets
help investors tell a better story.

WHAT WAS THE FIRST THING THAT DREW YOU TO
INVESTING?

My dad used to read the Sunday paper and write
down the updated stock prices of the companies he
owned, recording the weekly stock changes. As he did
this, he and | would talk about it. Additionally, at a young
age | bought a computer game that simulated picking
stocks. | would play for hours. Those were my earliest ex-

periences that piqued my interest in investing.

WHAT WAS ONE OF THE MAJOR TURNING POINTS IN
YOUR CAREER, AND HOW DID THAT SHAPE YOU?

Some of the early firms | worked for didn't require
much analytical rigor. They were more interested in the
story of the company. But then | had a boss that was
much more focused on and emphasized modeling. As
someone with an accounting background, that con-
nected with me. With better modeling, it helped me un-
derstand the underlying business of the company and
the drivers of growth and profitability. | could also con-
nect the story to the numbers and vice versa. Ultimately,
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| had a better view of the opportunities and risks, expec-
tations and intrinsic value of the company. Finally, the
model and its detail helped improve how | communi-
cated my investment view of the stock.

WHAT'S AN IMPORTANT ASPECT OF VALUE
INVESTING THAT HAS CHANGED DURING YOUR
CAREER?

Simply put, there seem to be far fewer value inves-
tors. Early in my career, there was more interest in value
investing, as the environment at the time lent itself to
that style. Value investing post the financial crisis has
struggled. We've had low growth and low interest rates,
so the desire to pay up for growth stocks has been
greater. In this environment, newer investors have gravi-
tated toward growth investing. The combination of that
and the gradual retirement of a generation of value in-
vestors has left fewer of us out there. However, environ-
ments change, and | expect value investing will gain
increased interest again at some point.

Another change for all investors is that information
gets communicated much faster. There's more short-
term thinking and trading. Information is disseminated
so fast that the component of looking out further into
the future tends to give way to what's happening today.
One of the nice things about working at Wasatch is that
there isn't pressure to change your process or philoso-
phy to hit short-term returns. Style or process drifting

doesn't make sense. | believe that sticking to your



process gives you better chances to win long term and
win in the market environment in which you should win.

WHAT'S A PIECE OF ADVICE YOU'D OFFER AN
INTERN OR SOMEONE EARLY IN THEIR INVESTMENT
CAREER?

Stay open-minded. | think the learning curve for a lot
of people in this profession goes up early, and then the
rate of change slows and at times stagnates. The points
in time when you think you have it figured out are usu-
ally the points in which you don't. The market is always
evolving, so keep an open mind to new information and

new processes. Learn as much as You can.

IF YOU HAD TO PICK A FAVORITE SECTOR TO INVEST
IN, WHICH WOULD YOU CHOOSE AND WHY?

| like the energy sector. | like that it requires some
top-down, bottom-up, global and geopolitical analysis.
The sector is cyclical and generally rational at its inflec-
tion points. A contrarian mindset can help at the peaks
and troughs—buying when conditions look depressed
and selling at tops when there's been a surplus of invest-
ment and others may forget that the sector is cyclical.
You must remain disciplined as conditions can change
quickly.

WHAT'S ONE OF YOUR FAVORITE QUESTIONS TO
ASK MANAGEMENT TEAMS DURING IN-PERSON
MEETINGS?

| want to know where they're spending their money.
What's the strategy? What do they expect to get from
their capital expenditures? Is this CAPEX going to im-
prove growth? Is it going to improve profitability? I'll ask
it different ways but in short, | want to understand
where the company is investing and what they expect to
receive from their spending.

Also, I like to ask management what they think the
market misunderstands about their company. I'm trying
to find the incremental data point that may lead to bet-
ter-than-expected growth or returns, and that is not
discounted into the price. Often, executives feel the
market misses the important drivers of their strategy,
focusing on issues or noise that really isn't consequential
to the long-term growth of the company. Asking this
question, usually near the end of the meeting, prevents
missing the important drivers of the strategy.
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“The points in time when you think
you have it figured out are usually
the points in which you don’t. The
market is always evolving, so keep an
open mind to new information and
new processes.”

YOU HAVE AN ACCOUNTING BACKGROUND. HOW
HAS THAT HELPED YOU AS AN INVESTOR?

| have two accounting degrees, and while | didn't like
working as an accountant, | do value the skill set. | be-
lieve accounting helps me put models together more ef-
ficiently and understand how everything is connected.
The accounting background also helps me speak the
same language as management teams and others in the

industry, allowing for richer conversations.
WHAT DO YOU LIKE TO READ IN YOUR DOWNTIME?

| really like mystery novels. | like "who did it stories”
where you're on the edge of your seat until you find out
who the murderer or villain is. My wife and | also enjoy

watching British mystery movies and television shows.

YOU PLAYED BASEBALL IN COLLEGE. WHAT DID YOU
LIKE MOST ABOUT THE GAME?

| was a pitcher, and | liked the mental aspect of try-
ing to stay a step ahead of the hitter—the beginnings of
a contrarian mindset. Once you get to college, a fastball
alone won't make you successful. You must develop dif-
ferent pitches and put them in different locations.
You're trying to guess where the batter will expect the
next pitch to be and then put it somewhere else. It's a
bit of a chess game. | was always experimenting with
different pitches—and even throwing from different arm
slots to try to keep the hitter guessing, hopefully gaining
an incremental advantage.

WHAT WAS THE PITCH YOU HAD THE MOST
TROUBLE THROWING?

| could never master throwing a changeup. In college,

you really need an offspeed pitch that looks like a fast-



ball but comes out slower and fools the hitter. Most
people rely on a changeup for that, but | couldn't perfect
it. | had to learn how to throw a knuckleball because |
could use the same arm speed as a fastball, but it came
out slower. I'm not sure | ever mastered it.

WHAT ELSE SHOULD PEOPLE KNOW ABOUT YOU
PERSONALLY, OUTSIDE OF YOUR CAREER?

| love my family. | have two daughters and a wife,
and that's where my time goes when I'm not working.

RISKS AND DISCLOSURES
CFA® s a trademark owned by the CFA Institute.

Information in this document regarding market or economic trends, or the factors influencing historical or future performance,
reflects the opinions of management as of the date of this document. These statements should not be relied upon for any other
purpose. References to individual companies should not be construed as recommendations to buy or sell shares in those companies.

Investing involves risk, including the potential loss of principal.

Wasatch Advisors LP, trading as Wasatch Global Investors, ARBN 605 037 909 is regulated by the U.S. Securities and Exchange
Commission under U.S. laws which differ from Australian laws. Wasatch Global Investors is exempt from the requirement to hold
an Australian financial services licence in accordance with class order 03/7100 in respect of the provision of financial services to
wholesale clients in Australia.
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