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JUNE 30, 2026 

OVERVIEW 
Global small-cap stocks posted strong returns in the second quarter. 

Throughout much of the period, enthusiasm surrounding artificial 
intelligence (AI) continued to support technology-related companies and 
businesses tied to the broader AI supply chain. While geopolitical tensions 
between the U.S. and Iran remained volatile during the quarter, a 
ceasefire near quarter-end eased concerns about a broader regional 
conflict and helped improve investor sentiment. 

In this environment, the MSCI AC World Small Cap Index returned 
14.89%. The Wasatch Global Opportunities Fund—Investor Class slightly 
outperformed the benchmark and was up 15.10%.  

At the sector level, stock selection in the industrials sector and lack of 
exposure to the energy sector contributed most to performance relative 
to the benchmark. Conversely, stock selection in the information-
technology (IT) and health-care sectors detracted from relative 
performance. 

On a geographic basis, the Fund’s overweight to India and stock 
selection in the U.K. were the largest sources of relative outperformance. 
Stock selection in the U.S. was by far the largest detractor from relative 
results.  

Within the U.S., stocks tied to the AI build-out led the market. But 
some of the strongest returns came from two groups: unprofitable 
companies and companies benefiting from a sharp acceleration in AI-
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driven demand today but whose durability of growth remains uncertain, in our view. We believe both groups 
generally represent lower-quality businesses and that in many cases, their valuations reached extreme levels. 

In the U.S., the market’s preference for lower-quality companies tied to the AI theme created a meaningful 
headwind for the Fund. While we own a number of companies benefiting from the AI build-out—and some of those 
holdings were among the Fund’s top contributors this quarter—we’ve done so while maintaining our emphasis on 
higher-quality businesses. As such, we’ve avoided many of the more speculative AI-related businesses that 
generated the strongest returns this quarter. In the Outlook section of this commentary, we discuss in greater 
detail our approach to investing in AI and how we’re positioning the portfolio. 

DETAILS OF THE QUARTER 
ASPEED Technology, Inc. was the top contributor to Fund performance during the quarter. The Taiwan-based 

company is a fabless designer of server management and remote-control processors used in data-center hardware. 
The company’s monthly revenue jumped in both April and May. ASPEED’s rapid growth reflects not only a surge in 
server manufacturing for AI workloads but also the need for more of the company’s 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. 

Another strong performer was AAON, Inc. (AAON). The American company is a leading manufacturer of heating, 
ventilation and air-conditioning (HVAC) systems for commercial and industrial environments. Data-center cooling 
demand amid the AI infrastructure build-out has led to accelerated growth for the company, whose commercial 
HVAC business had already experienced steady growth before the advent of AI. But AI has been a demand 
accelerant. In AAON’s latest quarterly results, year-over-year net sales grew more than 50% and the company’s 
total backlog increased 107.4% to a record $2.1 billion. 

JFrog Ltd. (FROG) also contributed. The U.S. company provides a software supply-chain platform, delivering 
tools like package repositories, continuous-delivery pipelines and security scanning that help companies manage, 
build and secure their software delivery lifecycle. Prior to the second quarter, the company was caught in a broader 
selloff of software stocks due to concerns about how AI might affect the industry. Our feeling at the time was that 
there are moats around JFrog’s business model that make it quite defensible. We still feel this way; in fact, we 
believe JFrog will benefit from AI. As AI speeds up code generation, it also increases the number of dependencies, 
artifacts and releases moving through the development pipeline. We believe JFrog has a crucial role to play in 
governing these issues.  

This month, JFrog provided more evidence that its business remains strong as the company reported quarterly 
earnings and revenue that topped consensus estimates and as management raised earnings guidance for 2026. 
Management also noted that quarterly cloud revenue rose 50% year over year in the first quarter, driven by demand 
from customers leveraging AI coding agents. 

The largest detractor from Fund performance was Ensign Group, Inc. (ENSG), a U.S.-based operator of skilled-
nursing and senior-living facilities. Shares came under pressure after a short-seller report questioned the company’s 
quality-of-care metrics, staffing practices and certain related-party business arrangements. Ensign Group is a 
longtime holding in the portfolio, and we know the company’s management team well. We spoke with the team 
after the report, and we continue to believe that Ensign is one of the most compliance-conscious firms in the 
health-care space and view it as one of our best ideas in the sector.  
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Ollie’s Bargain Outlet Holdings, Inc. (OLLI) also detracted. The retailer offers a continually changing selection of 
closeout items and brand-name merchandise at deeply discounted prices. Ollie’s stock has been down due to 
concerns about how rising oil prices may affect consumers’ spending power. However, we believe tighter household 
budgets could make Ollie’s value proposition more appealing, in turn making revenues more resilient than investors 
might expect. 

Sugi Holdings Co. Ltd. was another detractor. The company operates one of Japan’s largest pharmacy chains. 
While the stock lost some ground, we continue to like Sugi’s growth potential and believe it will be a key consolidator 
of Japan’s fragmented drugstore market. (Current and future holdings are subject to risk and change.) 

OUTLOOK AND POSITIONING 
In the second quarter, AI continued to be a leading driver of equity markets. In some markets—particularly the 

U.S.—the strongest returns came from companies tied to the AI theme but that we would generally view as lower 
quality. While the trend favoring lower-quality companies has been particularly pronounced in the U.S., we also see 
signs of froth and speculation in markets such as Japan, Korea and Taiwan. 

In assessing AI-related opportunities for our own portfolio, we acknowledge that the technology has been a 
significant driver of the economy and, in turn, the earnings potential of many companies. We believe AI has 
transformative potential, and we own a number of companies that directly or indirectly benefit from the AI build-
out. 

But we’re investing in AI through the lens of high-quality, long-duration growth investors. Our focus is on 
businesses with durable competitive advantages and long-term growth drivers that we believe extend beyond the 
current wave of elevated AI investment. 

Several of our AI-related holdings have been substantial contributors to Fund performance over the past year 
and again contributed meaningfully this quarter. While they haven’t appreciated as dramatically as some of the 
market’s more speculative AI beneficiaries have, we believe they represent stronger businesses with more durable 
earnings potential beyond the current AI spending cycle. Those are the kinds of companies we prefer to own over 
the long term. 

While continuing to hold and search for high-quality companies that benefit from AI, we’re also trying to 
capitalize on the market’s one-sided nature. Amid AI enthusiasm, investors appear to have ignored companies that 
are not AI beneficiaries but that nevertheless have continued to steadily compound earnings growth. This has 
caused some of our steady growth companies to trade at extremely attractive valuations. We’ve taken advantage 
of that opportunity, concentrating more capital into some of those positions. We believe these companies are well 
positioned to outperform once the market puts greater emphasis on company fundamentals.  

Thank you for the opportunity to manage your assets. 

Sincerely, 

Ajay Krishnan, Paul Lambert, Ryan Snow and Ken Applegate 
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TOTAL RETURNS 
FOR PERIODS ENDED JUNE 30, 2026 

 Quarter* 1 Year 3 Years 5 Years 10 Years 

Global Opportunities Fund—Investor 15.10% -0.34% 6.35% -0.72% 10.09% 

Global Opportunities Fund—Institutional 15.13% -0.32% 6.52% -0.57% 10.27% 

MSCI AC World Small Cap Index** 14.89% 28.82% 17.41% 7.42% 10.73% 

 

*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—1.48% / 
Institutional Class—Gross 1.41%, Net 1.35% 

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 1.75% 
for the Investor Class and 1.35% 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. 

Performance for the Institutional Class prior to 2/1/2016 is based on the performance of the Investor Class. 
Performance of the Fund’s Institutional Class prior to 2/1/2016 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 and micro 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. 

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 Global Opportunities 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 AC (All Country) World Small Cap Index is an unmanaged index and includes reinvestment of all dividends of issuers 
located in countries throughout the world representing developed and emerging markets. This index is a free float-adjusted market 
capitalization index designed to measure the performance of small capitalization securities.  

Indexes are unmanaged. Investors cannot invest directly in this or any index.  

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) 

 

 

 

 

GLOBAL OPPORTUNITIES FUND — TOP HOLDINGS 
AS OF MARCH 31, 2026 

 Percent of 
Security Name Net Assets 

ASPEED Technology, Inc. 3.9% 

HealthEquity, Inc. 3.9% 

AU Small Finance Bank Ltd. 3.5% 

Ensign Group, Inc. 2.9% 

MonotaRO Co. Ltd. 2.8% 

Diploma PLC  2.6% 

RBC Bearings, Inc. 2.5% 

Nova Ltd. 2.4% 

Balchem Corp. 2.3% 

Standex International Corp. 2.2% 

Total 28.6% 

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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