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OVERVIEW
Equities of small U.S. companies struggled during the third quarter
against a backdrop of inflation and rising interest rates. Risk appetite
ebbed and flowed in what was a volatile, macro-driven environment that
didn’t lend itself to our method of stock picking based on fundamentals.
Surrendering most of its early-quarter gains, the benchmark Russell
2000® Growth Index eked out an increase of 0.24% with very few areas
of strength. The Wasatch Ultra Growth Fund—Investor Class underperformed the benchmark with a -3.98% decline.
Striking a hawkish tone at the U.S. Federal Reserve’s annual Jackson
Hole economic symposium in Wyoming, Fed Chairman Jerome Powell
said the central bank will continue hiking interest rates until inflation has
been brought under control. Financial markets reacted negatively to his
comments, which echoed similar statements from other Fed officials the
previous week. Stocks of growth companies, such as those in which the
Fund invests, were hit hard because their discounted cash flows are
typically weighted further into the future.

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—1.16% /
Institutional Class—Gross: 1.06%, Net: 1.05%. 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 1/31/2023.
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Driven mainly by biotechnology, health care was

administered drugs to treat autoimmune diseases,

the highest-returning sector of the Index. Although

inflammatory disorders and cancer. Shares of

our biotech holdings generated a solid gain, they

ChemoCentryx moved sharply higher after the

significantly lagged the benchmark’s biotechnology

company agreed to be acquired by a major

positions. Underperformance in pharmaceuticals

drugmaker.

and health care equipment & supplies also worked
against us, causing health care to be the Fund’s
biggest source of weakness against the benchmark. The Fund also trailed the benchmark in
consumer staples, financials and industrials. Our
holdings in consumer discretionary and our lack of
exposure to the poor-performing real-estate
sector helped relative performance.
The quarter was punctuated by sharp selloffs

Another strong stock in the Fund was Silk
Road Medical, Inc. (SILK). The company provides

implantable devices to treat blockages in the
carotid artery at risk of causing a stroke. Silk
Road’s most recent earnings report exceeded Wall
Street estimates on both the top and bottom lines.
The company gained meaningful market share
through strong physician utilization and continued
to establish its surgical approach as the minimally

triggered by fears that higher interest rates might

invasive standard of care in stroke prevention. We

tip the global economy into recession. While

were pleased to see Silk Road’s growth profile

consumer-discretionary stocks wouldn’t typically

rewarded via a higher price for the stock.

be expected to do well in that environment, our
specialty retailers punched above their weights.
We believe our retail companies are positioned
better than many of their peers as households
feeling the pinch of inflation seek affordable
alternatives.

DETAILS OF THE QUARTER
The strongest contributor to Fund performance
for the quarter was Paylocity Holding Corp.
(PCTY). The company provides software for payroll

and human-resources management using the
software-as-a-service business model. Paylocity’s
stock price jumped in August after the company
reported better-than-expected quarterly financial
results and issued upbeat forward guidance.
Management cited robust growth in recurring
revenue as Paylocity’s value proposition of providing the most modern software in the industry
continued to resonate in the marketplace. Also,

The greatest detractor from Fund performance
for the quarter was Vintage Wine Estates, Inc.
(VWE). A rapidly growing producer of wine with an

industry-leading direct-to-consumer platform,
the company operates wineries in California and
the Pacific Northwest. Vintage Wine experienced
growing pains during its first year as a public
company. On the positive side, the firm’s new chief
financial officer has undertaken a series of initiatives designed to improve and strengthen inventory
management, processes and reporting. However,
those efforts resulted in a large non-cash charge to
inventory that hurt the bottom line in the most
recently completed fiscal quarter. Investors
reacted negatively to the news, sending the share
price lower. We maintained our position as we
continue to analyze the company’s potential to
rebound from these issues.
Artivion, Inc. (AORT) was also a significant

because the company earns interest income on

detractor. A medical-device company, Artivion

funds it holds for clients, it stands to benefit

develops solutions for the surgical treatment of

from higher interest rates.

aortic heart disease. The company’s shares

ChemoCentryx, Inc. (CCXI) was also a top

contributor. The company develops orally

tumbled after Artivion halted a clinical trial
designed to determine if patients with its
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mechanical aortic valve could be maintained safely

years?” Our analysis gives us confidence that the

and effectively on apixaban—a next-generation

answer to that question is a resounding “Yes.”

blood thinner—rather than on warfarin. A success-

Despite the broad weakness in stock prices, the

ful trial would have significantly increased the

Fund’s holdings continue to exhibit the quality and

company’s addressable market beginning in 2025.

growth characteristics that first attracted us to

Despite the setback, Artivion’s aortic valve provides

them. While some of our holdings are facing

significant clinical benefits and remains the only

headwinds from inflation, supply-chain issues and

mechanical aortic valve for which patients can be

other macro forces, we see a clear path for them

safely managed with reduced blood thinners.

to weather these short-term challenges and

Another weak stock in the Fund was IntraCellular Therapies, Inc. (ITCI). The company

develops therapeutics for disorders of the central

continue or resume their growth trajectory in the
near future.
The second part of the question is: “Are

nervous system. In Intra-Cellular’s most recently

valuations reasonable for the companies we own

reported quarter, new and total prescriptions for

and the companies we want to own?” The answer

its flagship drug, Caplyta,® increased 55% and 51%,

here is also "Yes." Valuations rightly came down as

respectively, versus the previous quarter. The stock

higher interest rates and other bad news were

initially rallied on the news, and then sold off in

discounted into the market, but growth stocks sold

what may have been profit-taking in a name that

off indiscriminately, regardless of company fun-

has performed well thus far in 2022. (Current and

damentals. Our portfolio looks more attractive

future holdings are subject to risk.)

from a valuation perspective than it has in years,
and we’ve had the opportunity to invest in com-

OUTLOOK
After four decades of secular decline in interest
rates, the most pressing question for equities is
one that many investors have never had to face:
“How much higher will rates have to go to subdue
inflation, and when will they get there?” The
question is important because the stock market is
a mechanism for discounting the future. Without
additional clarity about the ultimate impact of
higher interest rates on asset valuations and the
economy, it’s impossible to know whether current
prices adequately reflect the intrinsic risks. The
potential outcomes from inflation, stagflation or
recession are wide—and unintended consequences
have yet to be revealed.
Instead, we choose to focus on what we do
know: our companies. With that focus, we attempt
to answer a different two-part question: “Can the
companies in the Fund grow revenue and earnings
at a double-digit pace over the next three to five

panies we’ve been watching for some time but
that looked much too expensive to us just nine
months ago.
For example, we recently revisited class of 2020
and 2021 initial public offerings (IPOs), companies
we initially passed on due to high valuations and
limited track records. Fast forward to today, and
many of these stocks are down over 70% despite
the companies making tangible progress in growing their businesses. We recently purchased two
companies below their IPO prices but with revenue
70% and 100% higher than at their debut.
While we’re finding lots of great investment
opportunities, we’re not ready to say we’re out of
the woods yet. Macro forces could continue to
pressure growth stocks for some time, and it’s
impossible to predict the timing of when circumstances will improve. To ensure the Fund is wellpositioned when circumstances change, we’ll
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continue to validate the growth and valuation
metrics of our holdings. When markets are no
longer burdened by macro factors, we have
confidence our investors will be rewarded for
sticking with us.

Thank you for the opportunity to manage your
assets.
Sincerely,
John Malooly
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AVERAGE ANNUAL TOTAL RETURNS
FOR PERIODS ENDED SEPTEMBER 30, 2022

Quarter*

1 Year

3 Years

5 Years

10 Years

Ultra Growth Fund—Investor

-3.98%

-41.70%

7.28%

11.58%

12.93%

Ultra Growth Fund—Institutional

-3.97%

-41.62%

7.38%

11.64%

12.96%

Russell 2000® Growth Index**

0.24%

-29.27%

2.94%

3.60%

8.81%

*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—1.16% /
Institutional Class—Gross: 1.06%, Net: 1.05%
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 1/31/2023. 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.

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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**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. Indexes are unmanaged. Investors 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.
An initial public offering (IPO) is a company’s first sale of stock to
the public.
Valuation is the process of determining the current worth of an
asset or company.

ULTRA GROWTH FUND — TOP 10 HOLDINGS
AS OF JUNE 30, 2022

Percent of
Net Assets

Security Name

Intra-Cellular Therapies, Inc.

3.8%

Paylocity Holding Corp.

3.1%

Ollie’s Bargain Outlet Holdings, Inc.

3.1%

Five9, Inc.

3.1%

Floor & Decor Holdings, Inc., Class A

3.0%

Silk Road Medical, Inc.

3.0%

Five Below, Inc.

3.0%

Bank OZK

2.9%

Inspire Medical Systems, Inc.

2.8%

CyberArk Software Ltd.

2.7%
Total

30.4%

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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