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MARCH 31, 2026 

OVERVIEW 
Small-cap U.S. growth stocks got off to a weak start in 2026, 

surrendering early gains and finishing lower during the first quarter. 
Concerns about the impact of artificial intelligence (AI) on traditional 
business models weighed on equities. In addition, the war in Iran and the 
subsequent spike in energy prices led to a broader selloff, particularly in 
consumer and financial-related companies. In this environment, the 
benchmark Russell 2000® Growth Index slipped -2.81% and the Wasatch 
Ultra Growth Fund—Investor Class trailed the benchmark, declining -
8.33%. 

Recent advances in AI are raising concerns for investors because of 
these advances’ potentially disruptive effects on competitive dynamics 
across several industries. In areas ranging from digital advertising to 
logistics and freight, AI-enabled automation and efficiency improvements 
threatened to erode competitive advantages, create overcapacity and 
compress margins. Software stocks were hit especially hard as new AI 
models demonstrated strong proficiency in generating computer-
programming code. Although the Fund’s software stocks also came 
under pressure, we reduced or exited positions we considered most 
vulnerable to future declines. At the same time, our semiconductor-
related stocks logged outsized gains, making the information-technology 
(IT) sector the Fund’s main area of strength in the quarter. 

Despite strong returns from our biotechnology names, stock selection 
in health care was the largest source of underperformance relative to the 

PORTFOLIO MANAGER 

 John Malooly, CFA 
Lead Portfolio Manager 

 14  28  
 YEARS ON 

FUND 
 YEARS AT 

WASATCH 
 

     
 Natalie Pesqué, CFA 

Lead Portfolio Manager 
 

<1  10 
 

 YEARS ON 
FUND  

YEARS AT 
WASATCH  

     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     
     

http://wasatchglobal.com/


 
 

 
 

 
wasatchglobal.com 

benchmark. Industrials were another area of relative weakness as the benchmark benefited more from positions 
tied to electrical-grid expansion, high-voltage equipment and engineering services supporting new power capacity. 
Enthusiasm for these stocks has been fueled by surging electricity demand from AI data centers and the resulting 
need for large-scale electrical infrastructure. Our financials and consumer-discretionary holdings lagged as well. 

Fundamentals across most of the companies we own remained favorable, with the latest reported quarter 
showing double-digit earnings growth and revenue increases of roughly 20% on average from a year earlier. Against 
that backdrop, the extent of the Fund’s underperformance was unexpected. Weakness in our medical-device and 
pharmaceuticals stocks was particularly disappointing given that these businesses are largely insulated from the 
effects of AI. Following strong outperformance during the fourth quarter of 2025, the retracement of previous 
gains appeared to limit returns in the current period. 

DETAILS OF THE QUARTER 
Semiconductor-equipment stocks tied to advanced packaging, metrology and inspection accounted for several 

top contributors to Fund performance. Among these were Kulicke & Soffa Industries, Inc. (KLIC), Nova Ltd. (NVMI), 
Camtek Ltd (CAMT) and BE Semiconductor Industries NV. All four holdings benefited from accelerated data-center 
construction by hyperscalers, a trend that is increasing demand for advanced chip assembly and the specialized 
tools required for next-generation semiconductor manufacturing. The shift toward more complex, system-level chip 
architectures required to support AI workloads has also been a meaningful tailwind for companies specializing in 
process-control technologies across the semiconductor value chain. 

RBC Bearings Inc. (RBC) was also a significant contributor. The company is a leading supplier of highly 
engineered precision bearings for aerospace, industrial and defense applications. RBC’s stock price jumped in 
February after quarterly earnings and revenues topped expectations. Net sales increased 17% from the same 
quarter a year ago, with 41% sales growth in the aerospace and defense segment. Geopolitical conflicts and 
broader investor rotation into cyclical industrial names have also supported the company’s shares. 

Another strong stock in the Fund was Five Below, Inc. (FIVE). A specialty value retailer, the company offers a 
variety of merchandise at discounted prices. Five Below’s value-focused concept and frequent merchandise 
refreshes are resonating with cash-strapped consumers as the company increasingly targets younger shoppers and 
families. Recent removal of the de minimis exemption for low-priced imports from China has helped draw value-
conscious shoppers back to Five Below, while improved execution has reduced inventory losses from theft. Total 
sales surged 24% year-over-year in the latest quarter, exceeding estimates, on 15% growth in same-store 
comparable sales. Management raised its outlook for fiscal 2026, projecting continued revenue and earnings growth 
and the opening of roughly 150 new stores. 

The greatest detractor from Fund performance for the quarter was Inspire Medical Systems, Inc. (INSP). The 
company develops minimally invasive surgical solutions for patients with obstructive sleep apnea. Recent changes to 
the Medicare billing code used for the new Inspire V device have created uncertainty around reimbursement and 
claims processing. While only about 30% of Inspire’s revenues come from Medicare, the resulting confusion may 
have made it easier for a competitor to gain traction in that part of the business—a situation that may remain 
unresolved for another six to twelve months. Despite these challenges, we believe Inspire’s large addressable 
market, experienced management team and currently depressed valuation make the stock an especially attractive 
long-term holding for the Fund. 
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Casella Waste Systems, Inc. (CWST) also detracted. The company provides solid-waste disposal and recycling 
services, primarily in the Northeast. Although earnings per share came in better than expected in Casella’s latest 
quarter, investors reacted negatively to a decrease in operating and cash-flow margins. Higher diesel prices 
following the escalation of hostilities in the Middle East posed an added risk to profitability, further pressuring the 
stock. We believe the impact on earnings will recede, however, as Casella passes the higher fuel costs along to 
customers. And should the conflict in Iran drag on longer than expected, we view Casella as a defensive holding that 
may outperform in a difficult market environment. 

Another weak stock in the Fund was JFrog Ltd. (FROG). The company offers programming tools and 
repositories for developing and updating software. Negative sentiment toward software companies viewed as 
potentially vulnerable to AI-related disruption contributed to the stock’s decline, but we believe JFrog’s role in 
software development leaves it well positioned to benefit as the volume of code increases, whether the code is 
written by humans or AI agents. (Current and future holdings are subject to risk and change.) 

OUTLOOK AND POSITIONING 
AI is no longer a distant promise—it’s a present-day force reshaping the competitive landscape across industries 

and geographies. Recent breakthroughs in generative models, automation and data analytics are transforming how 
companies design products, reach customers and manage operations. This is not a passing trend. It’s a structural 
shift with the potential to redraw sector boundaries, compress traditional value chains and create entirely new 
categories of winners and losers. 

We don’t take these threats lightly. 

Given AI’s far-reaching implications, we’ve taken a comprehensive approach to assessing its impact on the 
portfolio, with particular focus on our software companies. Our work over the past several years has included 
independent research projects, conversations with software end users and direct discussions with management 
teams. Many of these exchanges involved chief technology officers (CTOs) who offered valuable insight into how 
companies are deploying AI and how it may reshape their products, services and platforms. Based on these findings, 
we don’t believe the Fund is overly exposed to software firms at risk of significant disruption. The companies we do 
own have durable competitive advantages that we believe AI alone is unlikely to displace. 

The war in Iran has introduced an additional layer of macro uncertainty. While none of our companies have direct 
exposure to the conflict, a meaningful escalation—especially one affecting energy infrastructure—could slow global 
growth and push inflation higher through rising energy prices. Even so, we continue to evaluate each holding 
through a long-term lens. We believe the Fund’s portfolio of reasonably valued companies with favorable growth 
prospects positions it to generate attractive investment returns once macro headwinds ease. 

Thank you for the opportunity to manage your assets. 

John Malooly and Natalie Pesqué 
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TOTAL RETURNS 
FOR PERIODS ENDED MARCH 31, 2026 

 Quarter* 1 Year 3 Years 5 Years 10 Years 

Ultra Growth Fund—Investor -8.33% 4.54% 2.45% -6.92% 11.41% 

Ultra Growth Fund—Institutional -8.30% 4.69% 2.61% -6.78% 11.50% 

Russell 2000® Growth Index** -2.81% 23.58% 12.27% 1.62% 9.79% 

 
*Returns less than one year are not annualized. 

The performance data quoted represents past performance. Past performance does not guarantee future results. 
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. 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—1.20% / Institutional Class—Gross 1.08%, 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 1/31/2027. 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 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. 

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. 
CFA® is a trademark owned by the CFA Institute. 
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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. 

 

 

 

 

ULTRA GROWTH FUND — TOP 10 HOLDINGS 
AS OF DECEMBER 31, 2025 

 Percent of 
Security Name Net Assets 

Casella Waste Systems, Inc., Class A  4.0% 

HealthEquity, Inc. 3.9% 

Freshpet, Inc. 3.6% 

JFrog Ltd. 3.5% 

Esperion Therapeutics, Inc. 3.4% 

RBC Bearings, Inc. 3.0% 

PDF Solutions, Inc. 3.0% 

AtriCure, Inc. 2.9% 

Nova Ltd. 2.9% 

Johnnie-O Holdings, Inc., Series A Pfd. 2.8% 

Total 32.9% 

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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