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OVERVIEW
Global equities posted further declines in the third quarter, continuing
the downward trend from the first six months of 2022. Investor
sentiment was supported early in the quarter by hopes that the U.S.
Federal Reserve (Fed) was poised to at least begin tapping the brakes
on its aggressive tightening stance. However, determined messaging
from Fed Chair Jerome Powell and a stronger-than-expected August
core inflation print reignited investor concerns over the central bank’s
trajectory and the likelihood of recession. The Fed hiked its benchmark
overnight lending rate by 0.75 percentage point at its July and
September meetings, bringing the federal-funds rate target to a range
of 3.0% to 3.25%, up from 0% to 0.25% at the beginning of the year.
July also saw the European Central Bank surprise markets by raising its
reference rate by 0.5 percentage point, which was followed in
September by a 0.75 percentage point hike. A litany of geopolitical
developments also weighed on risk sentiment during the quarter,
including Russia’s ongoing war in Ukraine and the accompanying energy
crisis in Europe, the resumption of Covid-19 lockdowns in China, and a
spike in U.S.-China tensions around Taiwan.
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, without which total returns would have been lower. 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—Gross:
1.18%, Net: 1.10% / Institutional Class—Gross: 1.43%, Net: 0.99%. The Advisor has contractually agreed to limit certain expenses
to 1.10% for the Investor Class and 0.95% for the Institutional Class through at least 1/31/2023.
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Against this challenging backdrop, the Wasatch
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Global Value Fund—Investor Class lost -9.18% in
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the third quarter of 2022, underperforming the

margins on the sale of fuel and convenience-store

benchmark MSCI AC (All Country) World Value

items. In addition, the recent acquisition of the

Index which declined -7.66%.

U.S.-based Speedway convenience-store chain has

All 11 sectors within the MSCI AC World Value
Index finished the quarter lower, with the

provided synergies.
Shale-based exploration and production

communication-services and real-estate sectors

company EOG Resources, Inc. (EOG) was also a

experiencing the steepest declines, while energy

notable contributor. The broader energy sector

stocks held up relatively well, posting only a small

held up relatively well on a strong pricing outlook

loss. Contributions to the Fund’s performance

despite a drop in crude oil from just under $100 to

were led by our holdings in financials and consumer

just under $80 a barrel over the quarter. In

staples, while the performance of our energy,

addition, EOG has differentiated itself within its

utilities and information-technology holdings—

group through effective cost-control measures and

along with an overweight position in

capital discipline, supporting a positive dividend

communication services—weighed most heavily on

outlook.

performance. Geographically, there were few
bright spots as equities across almost every
country finished in negative territory. We kept the
Fund split geographically, with approximately 50%
of the portfolio in U.S. equities and the other 50%
in international stocks spread across 10 countries.

DETAILS OF THE QUARTER
Leading contributors to performance included
Germany-based Muenchener RueckversicherungsGesellschaft AG in Muenchen, known as Munich Re.

Munich Re is a well-capitalized, well-run reinsurer
with a focus on the relatively defensive property
and casualty segment. Sentiment with respect to
the stock benefited from the company’s low
exposure to natural catastrophes, which has
supported its reserves and ability to both pay down

On the downside, Verizon Communications, Inc.
(VZ) was a notable laggard within communication

services, as the wireless company missed earnings
expectations and lowered guidance. While
continuing to offer a high—if not the highest—
quality network, Verizon has seen this advantage
erode to a degree in the face of heightened
competition, as reflected in higher customer churn.
In addition, Verizon has increased its debt levels in
recent years to build out its 5G network. We
continue to view the company in a positive light.
Spending on its 5G network will increase future
revenue in numerous ways, and Verizon’s strong
cash flow lessens our concerns about the
additional debt load.
Exelon Corp. (EXC), the largest U.S. electric-

debt and return capital to shareholders. Much of

utility holding company, also detracted. Sentiment

Munich Re’s business comprises potential claims

with respect to the stock was negatively impacted

that can be settled relatively quickly. This is an

by management’s announcement of plans for the

important attribute in an inflationary environment

company to issue approximately $1 billion in equity

because it enables the company to proactively

through 2025 to support capital investment. In

raise prices on new policies.

addition, the recently passed Inflation Reduction

Japan-based Seven & i Holdings Co. Ltd. is a
retailer with an extensive network of gasoline
stations and accompanying convenience stores,

Act sets a minimum corporate tax rate of 15%, well
above what Exelon has been paying given the
capital intensity of its business and associated
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deductions. Utilities often issue stock to finance

higher risk-free returns due to the rise in

capital investment, so the equity raise is not a

government bond yields. The question is to what

concern for us. However, we continue to monitor

the degree the market is already looking forward

the tax situation, which could have a $300 million

and what investor reaction will be once earnings

impact on Exelon’s bottom line.

are revised down in conjunction with any coming

We initiated a position in Samsung Electronics
Co. Ltd. during the quarter as a relatively

recession.
Against this setting, the Fund remains

conservative way to access the semiconductor

positioned more defensively at the margins, with a

cycle during a trough in share prices. As it

strong focus on companies with stable earnings

developed, we invested a bit early as pricing power

and sound balance sheets within our value

for the memory chips used in products such as

universe. The aggregate beta, or market sensitivity,

smartphones and PCs continued to erode during

of our portfolio holdings is below that of the

the quarter. Samsung’s results in other key

benchmark, as we expect periods of heightened

segments such as data centers and television

volatility in coming quarters. This is reflected in our

displays have remained strong, and we believe the

overweight positions in the more defensive health-

company’s positive overall fundamental outlook

care, consumer-staples, utilities and energy

remains intact. (Current and future holdings are

sectors. The Fund’s average dividend yield is above-

subject to risk.)

benchmark, as we expect dividends to be an

OUTLOOK
The economy appears to be on relatively solid
footing for now, with employment still robust and
government stimulus continuing to work its way
through the system. However, the Fed has signaled
a resolute stance on addressing historically high
inflation, with investors now expecting a terminal
federal-funds rate of at least 4.5% and a “higher
for longer” policy trajectory. Given this outlook and
the likelihood that other central banks will follow
suit, it would not be surprising if economic
recession were to result from the Fed’s efforts to

important component of total return going
forward.
As always, we will continue to adhere to our
discipline in selecting stocks regardless of the
short-term direction of the markets in response to
a shifting macroeconomic and geopolitical
backdrop.
Thank you for the opportunity to manage your
assets.
Sincerely,
David Powers

rein in inflation.
In terms of equity valuations, we have already
seen price/earnings multiple compression given the
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AVERAGE ANNUAL TOTAL RETURNS
FOR PERIODS ENDED SEPTEMBER 30, 2022

Quarter*

1 Year

3 Years

5 Years

10 Years

Global Value Fund—Investor

-9.18%

-8.55%

4.77%

4.49%

7.37%

Global Value Fund—Institutional

-9.05%

-8.42%

4.94%

4.65%

7.52%

MSCI AC (All Country) World Value Index**

-7.66%

-13.97%

1.27%

1.71%

5.39%

MSCI AC World Index†

-6.82%

-20.66%

3.75%

4.44%

7.28%

*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
returns 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—
Gross: 1.18%, Net: 1.10% / Institutional Class—
Gross: 1.43%, Net: 0.95%
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 1.10% for the Investor Class
and 0.95% for the Institutional Class through at
least 1/31/2023. 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.
Investments in value stocks can perform
differently from the market as a whole and other
types of stocks and can continue to be undervalued
by the market for long periods of time. Loss of
principal is a risk of investing.
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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**The MSCI AC (All Country) Value Index captures large- and midcap securities exhibiting overall value style characteristics across 23
developed-market countries and 24 emerging-market countries.
The value investment style characteristics for index construction
are defined using three variables: book value to price, 12-month
forward earnings to price and dividend yield.
†The MSCI AC World Index captures large- and mid-cap
representation across 23 developed-market and 24 emergingmarket countries. The Index covers approximately 85% of the
global investable equity opportunity set.
Indexes are unmanaged. Investors cannot invest directly in these or
any indexes.
MSCI makes no express or implied warranties or representations
and shall have no liability whatsoever with respect to any MSCI
data contained herein. The MSCI data may not be further
redistributed or used to create indices or financial products. This
report is not approved or produced by MSCI.

CFA® is a trademark owned by the CFA Institute.
The Wasatch Global Value Fund’s investment objectives are to seek
capital appreciation and income.
Beta is a quantitative measure of the volatility of a given stock
relative to the overall market. A beta above one is more volatile
than the overall market, while a beta below one is less volatile.
The federal funds rate is the interest rate at which private
depository institutions (mostly banks) lend balances (federal funds)
at the Federal Reserve to other depository institutions, usually
overnight. It is the interest rate banks charge each other for loans.
The price/earnings (P/E) ratio, also known as the P/E multiple, is
the price of a stock divided by its earnings per share.
Valuation is the process of determining the current worth of an
asset or company.

GLOBAL VALUE FUND — TOP 10 HOLDINGS
AS OF JUNE 30, 2022

Percent of
Net Assets

Security Name

Johnson & Johnson

5.3%

Verizon Communications, Inc.

5.3%

TotalEnergies SE

4.2%

Duke Energy Corp.

3.8%

Bristol-Myers Squibb Co.

3.8%

Muenchener Rueckversicherungs-Gesellschaft AG in Muenchen

3.7%

Suncor Energy, Inc.

3.7%

Hon Hai Precision Industry Co. Ltd.

3.5%

KT&G Corp.

3.4%

Cigna Corp.

3.3%
Total

40.0%

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.

Wasatch Funds are distributed by ALPS Distributors, Inc.
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