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JUNE 30, 2026  

OVERVIEW  
Easing hostilities between the U.S. and Iran and hopes for lasting 

peace helped lift emerging-market equities during the second 
quarter. The benchmark MSCI Emerging Markets Index rose 24.05% 
for the period on the back of Korean and Taiwanese stocks linked to 
the buildout of artificial-intelligence (AI) infrastructure. The Wasatch 
Emerging Markets Select Fund—Investor Class lagged the 
benchmark with a total return of 18.37%. 

Leadership within the Index was unusually narrow, with Korea 
and Taiwan accounting for nearly all the benchmark’s return. This 
concentration reflected outsized gains in a few stocks benefiting 
from the global shortage of high-end memory used in artificial-
intelligence (AI) applications. Because the revenues, margins and 
earnings of memory-related businesses tend to be highly cyclical, the 
Fund’s focus on high-quality, long-duration growth generally keeps 
us from owning them. Underweight positioning in Korea was the 
largest source of underperformance relative to the benchmark. 

Persistent deflation, soft domestic demand and continued stress 
in the real-estate market weighed on stocks in China during the 
quarter. Fiscal support remained limited and highly targeted, 
reinforcing concerns about the durability of an economic recovery 
and keeping risk appetite subdued. The Fund’s significant 
underweight in China allowed it to sidestep much of the weakness, and our positions outperformed. Together, these 
factors made the Fund’s China holdings the primary source of strength against the benchmark. 
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After a challenging first quarter, India stocks staged a clear turnaround and contributed meaningfully to 
absolute and relative performance during the second quarter. Cooling oil prices in India kept inflation in check, while 
inflows of foreign capital strengthened financial conditions. A brighter growth outlook and an improving political 
backdrop also helped, with a strong showing by Prime Minister Narendra Modi’s party in recent state elections 
raising hopes for additional pro-business reforms. We were pleased to see our holdings in India perform well and 
outpace the benchmark’s positions, marking a welcome improvement in the Fund’s most-heavily weighted country. 

DETAILS OF THE QUARTER 
Top contributors to Fund performance for the quarter included several Taiwanese stocks that continued to 

benefit from the ongoing buildout of AI infrastructure by major hyperscalers. Among these were ASPEED 
Technology, Inc., Chroma ATE, Inc. and United Integrated Services Co. Ltd. ASPEED is a fabless designer of 
server-management and remote-control processors used in data-center hardware. The company’s monthly revenue 
rose 67% in June from the same month last year. ASPEED’s rapid growth reflects a surge in server manufacturing 
for AI workloads and the need for more of its chips per server installation, as AI-oriented and multi-node designs 
require more management controllers compared with earlier configurations. Higher average selling prices for 
ASPEED’s current generation of products are also boosting revenues and earnings. 

Chroma ATE is a diversified manufacturer of automated test equipment used in power electronics, 
semiconductor fabrication and electric-vehicle components. Demand for its systems has strengthened as AI-related 
semiconductor production grows in volume and complexity and as global electrification trends increase the need for 
advanced testing. Diluted earnings per share jumped 82% from a year ago in the company’s latest quarter on 73% 
revenue growth. 

United Integrated Services provides turnkey engineering solutions that include cleanroom construction and 
critical environment systems used in semiconductor manufacturing. Demand for its specialized build-out 
capabilities has remained healthy as chip production for AI applications has expanded. We believe trends toward 
increased AI implementation support a positive outlook for semiconductor capital spending and highlight the need 
for the specialized engineering services United Integrated Services provides. 

Brazilian stocks accounted for the three largest detractors from performance—Inter & Co., Inc., WEG SA and NU 
Holdings Ltd. Brazil was one of the lowest-returning components of the Index during the second quarter as inflation 
climbed above the central bank’s target limit despite some of the highest real interest rates in the world. 

Inter & Co. is a Brazilian challenger bank that has expanded into a full-service, digital-first financial platform. 
Although the latest earnings release noted 37% year-over-year revenue growth and other positive developments, 
investors reacted negatively to some modest seasoning of the bank’s loan portfolio. In line with trends seen across 
other Brazilian lenders, loans 90 or more days past due rose from 4.7% to 5.1% as newer origination groups moved 
past their initial months and the first delinquencies began to appear. While we view this uptick as largely expected 
for a rapidly growing lender such as Inter & Co., we sold the stock to pursue better opportunities elsewhere. 

Nonperforming loans also edged up at NU Holdings, one of the world’s largest financial-services platforms. A 
bigger worry for investors during the quarter may have been high turnover in NU’s management team since the 
return of founder David Vélez in 2025. We share those concerns and trimmed the Fund’s position to reflect the 
increased uncertainty. Even so, we think Mr. Vélez’s hands-on approach signals confidence in NU’s growth potential 
and a commitment to maintaining the company’s customer-focused fintech model as he leads its next phase of 
global expansion. 
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WEG supplies electric motors, transformers, generators, control panels and other equipment used to produce 
and transmit electric power. Net income was down -5.7% from a year ago in the latest quarter as revenue declined -
6.1%. Management cited an absence of new solar projects in Brazil, along with higher U.S. import tariffs and rising 
costs for copper and other raw materials. While these results were disappointing, new orders and backlog were at 
healthy levels, and our long-term growth outlook for the company continues to be favorable. (Current and future 
holdings are subject to risk and change.) 

OUTLOOK AND POSITIONING 
The Fund’s underweight in Korea has been a meaningful drag on performance over the past year. Outsized gains 

in the Korean component of the benchmark were attributable almost entirely to a small number of companies 
leveraged to memory markets, whose share prices rose sharply as global shortages in high-end memory intensified. 
This advance was unusually narrow and reflected increases in the price of memory chips, with rapid, momentum-
driven appreciation in just two stocks accounting for most of the move. Because the Fund does not own these 
memory-focused businesses, the underweight has significantly hurt relative returns. 

The underlying driver of this rally has been a pronounced supply/demand imbalance in memory markets. 
Historically, memory cycles have been highly volatile: periods of tight supply and rising prices have often been 
followed by rapid capacity additions, margin compression and sharp reversals in share prices. We have observed 
these cycles repeatedly over decades of investing in emerging markets, and that experience informs our caution 
today. While the current cycle shares many of the same characteristics—rapid price appreciation, narrow leadership 
and elevated margins—AI adoption introduces an important nuance. Companies across the value chain are 
reporting that AI applications are creating a broader and more persistent source of memory demand than in past 
cycles, potentially extending the duration of the current imbalance. 

Even considering this tailwind from AI, we remain disciplined in our approach to memory-related businesses. The 
Fund seeks long-duration, high-quality growth companies with durable revenue streams and stable or improving 
margin profiles. Large memory producers tend to exhibit extreme cyclicality in pricing, margins and earnings, 
making them inconsistent with the Fund’s quality-growth criteria. As a result, we do not view the recent parabolic 
rally as a reason to chase late-cycle momentum. Instead, we continue to prioritize companies with stronger 
competitive positioning, more-predictable cash flows and business models that can compound their earnings over 
the long term. 

At the same time, we are actively pursuing opportunities in Korea. Over the past several months, we have 
conducted dedicated screens of the Korean market and plan to travel there to meet with management teams and 
evaluate potential investments. In addition to reviewing traditional technology names, we’re exploring smaller, pick-
and-shovel businesses within the semiconductor value chain—companies that may benefit from AI-driven demand 
without exhibiting the extreme cyclicality of memory pricing. This mirrors the Fund’s approach in other emerging 
markets, where it has favored quality enablers of growth in semiconductors and AI rather than the largest, most-
cyclical producers. 

Positioning in the Fund will continue to reflect bottom-up fundamentals rather than benchmark weights. While 
we acknowledge the near-term impact on performance of the underweight to Korean holdings, we believe our 
disciplined approach—avoiding late-cycle margin spikes and focusing on long-duration, high-quality growth—is an 
appropriate path toward the Fund’s objectives. Capital will be allocated only where prospective returns, business 
quality and competitive dynamics meet the Fund’s criteria, even when movements in the benchmark create 
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short-term discomfort. We remain committed to this approach and continue to evaluate opportunities across 
emerging markets with a focus on steady compounders and durable growth. 

Thank you for the opportunity to manage your assets. 

Sincerely, 

Ajay Krishnan, Stuart Rigby, Scott Thomas, Anh Hoang and Lakshman Venkitaraman 
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TOTAL RETURNS 
FOR PERIODS ENDED JUNE 30, 2026 

 Quarter* 1 Year 3 Years 5 Years 10 Years 

Emerging Markets Select Fund—Investor 18.37% 11.62% 9.39% -0.72% 8.55% 

Emerging Markets Select Fund —Institutional 18.48% 11.92% 9.67% -0.51% 8.81% 

MSCI Emerging Markets Index† 24.05% 43.51% 23.03% 7.20% 10.07% 

MSCI Emerging Markets Mid Cap Growth Index†† 15.43% 28.17% 18.62% 5.23% 8.71% 

 

*Returns less than one year are not annualized. 

The performance data quoted represents past performance. Past performance does not guarantee future results. 
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—1.37% / 
Institutional Class—1.13% 

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 1.20% for the Institutional Class through at least 1/31/2027. 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. The 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. 

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. 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. Being 
non-diversified, the Fund can invest a larger portion of its assets in the stocks of a limited number of companies 
than a diversified fund. Non-diversification increases the risk of loss to the Fund if the values of these securities 
decline. 

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. 

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. 
The Wasatch Emerging Markets Select Fund’s investment objective is long-term growth of capital. 
CFA® is a trademark owned by the CFA Institute. 
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†The MSCI Emerging Markets Index captures large- and mid-cap representation across 24 emerging-market countries. 

††The MSCI Emerging Markets Mid Cap Growth Index measures the equity market performance of mid-cap securities exhibiting 
growth style characteristics in emerging-market countries. 

Indexes are unmanaged. Investors cannot invest in these or any indexes. 

Source: MSCI. The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form 
and may not be used as a basis for or a component of any financial instruments or products or indexes. None of the MSCI 
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of 
investment decision and may not be relied on as such. Historical data and analysis should not be taken as an indication or guarantee 
of any future performance analysis, forecast or prediction. The MSCI information is provided on an “as is” basis and the user of this 
information assumes the entire risk of any use made of this information. MSCI, each of its affiliates and each other person involved in 
or related to compiling, computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all 
warranties (including, without limitation, any warranties or originality, accuracy, completeness, timeliness, non-infringement, 
merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no 
event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without 
limitation, lost profits) or any other damages. (www.msci.com) 

 

 
 

 
EMERGING MARKETS SELECT FUND—TOP 10 HOLDINGS 
AS OF MARCH 31, 2026 

 Percent of 
Security Name Net Assets 

MercadoLibre, Inc. 6.8% 

WEG SA 6.6% 

Bajaj Finance Ltd. 6.2% 

Chroma ATE, Inc. 5.7% 

Divi’s Laboratories Ltd. 5.1% 

ASPEED Technology, Inc. 4.9% 

Max Healthcare Institute Ltd. 4.5% 

Asia Vital Components Co. Ltd. 4.2% 

NU Holdings Ltd. 4.1% 

Grupo Aeroportuario del Pacifico SAB de CV  4.0% 

Total 52.1% 

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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