
• Although broad markets notched positive returns for the quarter, investors shook off the potential 
positives surrounding slowing inflation metrics and decelerating Fed policy, and instead, shifted 
focus to the potential for a recession, painting most indices red again in December.

• The growthier sectors of the Russell 2000 Growth Index, while positive for the quarter, still lagged 
more cyclical sectors such as Energy, Consumer Staples, Real Estate and Industrials.

• Despite outperforming the Russell 2000 Growth Index in Q4, our Small Cap Growth composite 
underperformed the Index for the year(*).

As inflation was abruptly recharacterized from “transitory” to “systemic” earlier in the year, the Fed responded 
with a series of aggressive interest rate hikes causing equity prices to plummet as the cost of capital soared.   
The market reaction appears to be flushing out years of exuberance, often irrational, which was at least in part 
fueled by an extended era of Fed dovishness, with policy ensuring a steady supply of capital was available to 
both businesses and consumers at near zero cost.

As the cost of capital quickly increased, markets rapidly became grounded in the reality that many companies 
were being rewarded too generously by investors while operating inefficiently and, in many cases, operating in 
a manner which was not sustainable as economic and market conditions changed. 

Pier’s Small Cap Growth strategy is consistently exposed to those companies which we believe have products 
and/or services with the most exciting value propositions, and which tend to result in rapid product adoption 
and impressive top- and bottom-line growth rates.  These companies were targeted indiscriminately by 
investors with a renewed focus specifically on the bottom line.  In a nutshell, profitability, or at a minimum, 
well-run businesses with a clear path to profitability became the focal point.  Rapid growth, absent of a well-
defined runway to profitability, was no longer justification for premium valuation and investors drove prices 
down significantly as a result.

While the strategy was not immune to the change in sentiment that drove prices lower during the year, Pier has 
always focused on identifying companies operating profitably or having a clear and well-defined roadmap to 
profitability.  This focus was intensified in our process throughout the selloff.  Despite falling short of the 
benchmark in 2022, we were not surprised with our performance given our focus on those businesses with 
above average growth rates and a lack of market appetite for them during the year.
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The above statistics are supplemental to the 
GIPS Report on the last page.

Source: FactSet

Proudly Serving Clients for Over 35 years

(*) Performance is reported gross and net of fees.  Past performance is not indicative of future results.  Please see GIPS report on the 
last page.
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Pier Small Cap Growth Composite * (Gross /  Net) 6.93% /  6.67% -30.96% / -31.67%

Russell 2000 Growth Index 4.13% -26.36%

Russell 2000 Index 6.23% -20.44%

S&P 500 Index 7.56% -18.11%
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securities laws. This confidential document is intended for specific recipients and may not be redistributed without written 
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As the macro-economic outlook for 2023 continues to appear muted and there is a growing consensus that the U.S. 
economy may not avoid a recession, it’s a good time to examine some of those factors likely to influence markets in the 
coming year.

Markets are likely to remain focused on inflation and Fed policy rather than the economy. While inflation is the 800-
pound gorilla in the room, many key inflation-driven factors seem to be peaking and rolling over, with a couple of 
stragglers in the form of labor and shelter inflation still of concern to investors. That said, we believe it is likely that 
shelter inflation has neared or reached its apex as the chart below illustrates that home prices are falling for the first time 
since 2012.  Further to that, housing affordability is at an all-time low and rents have started to come down in some 
markets.

While labor inflation may continue to be elevated, it seems logical that rising worker productivity, aided by technology, 
will help soften the blow.

Fed policy and the slowing economy are likely to control the headlines for the first half of 2023, however it is very 
possible that those headwinds will give rise to market tailwinds in the second half of the year, as abating inflation gives 
way to an expectation of a pivot in Fed policy.  We firmly believe that this pivot would lead to a meaningful increase in 
risk appetite, catalyzing a return to a more functional market.  In turn, it is our belief that the backdrop for IPOs would 
improve later in the year.  Specifically, the Technology sector should experience some interesting tailwinds in the second 
half of the year as headcount reductions will likely lead to a more profitable growth dynamic in the sector.

While there is a lot of talk around a slowing economy, we are still focused on owning names we believe can do well, even 
given the likelihood for economic contraction.  Many of these companies offer innovative products or services addressing 
increasing efficiency and productivity. The further proliferation of technologies such as ChatGPT will help companies 
increase operating efficiency and margins, even in this environment of historically high labor costs. ChatGPT is a highly 
intuitive AI generative tool that is being used to perform several universal tasks including writing speeches/lectures, song 
lyrics, medical treatment approval requests, structured and unstructured data queries, and a great deal more. Generative 
AI is still in its infancy, and we will continue to closely follow this and other cutting edge innovative technologies for 
compelling growth investment opportunities. 

Fourth Quarter 2022

STRATEGY



Stock Selection within Sectors

Relative Contributors

Industrials
Technology
Financials

Consumer Discretionary
Health Care

Consumer Staples
Energy

Relative Detractors

Communication Services
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Q4 Attribution

Sectors

The largest contributors in the Russell 2000 Growth Index in Q4 were Industrials, Energy and Technology, with the only 

detractor for the quarter being Health Care.  The Composite attribution versus the Russell 2000 Growth Index for the 

quarter is below:

Holdings

The largest Composite performance contributors in the fourth quarter were:

e.l.f. Beauty (ELF)

e.l.f. Beauty is a maker of cost conscious, cruelty-free cosmetics and skin care products.  The company had another 
impressive year in 2022 as they continued to execute their strong digital strategy and are now generally regarded as the 
#1 makeup brand among teens.  Further to that, ELF increased shelf space within larger retailers including ULTA, 
Walmart and CVS during the year.

Sector Allocation

Relative Contributors

Overweight Underweight
Consumer Staples Communication Services

Technology Utilities*
Health Care

Relative Detractors

Overweight Underweight
Financials Energy

Consumer Discretionary Materials*
Real Estate*

This presentation is prepared sophisticated and knowledgeable investors only, as defined under applicable federal securities laws. This confidential 
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As a result, ELF offered category leading growth on both the top and bottom lines, yet at a discounted multiple for most of 
the year.  The stock jumped in November following a better-than-expected earnings report and sales guidance that 
exceeded analysts’ estimates. In 2023 we expect these trends to continue aided by growth overseas, and the possibility of 
significant margin improvement should trade war tariffs be rescinded. We maintain a position in this name.

Fabrinet (FN)

FN is an electronics manufacturing services company that specializes in optical packaging and LiDAR (Light Detection 
and Ranging) technology to serve Original Equipment Manufacturing (OEM) clients in a diverse set of industries from 
optical networking to health care. 

Fabrinet is a highly profitable, reasonably priced company providing exposure to multiple attractive secular themes, 
including the proliferation of faster optical networks, LiDAR based self-driving automotive technologies, greater adoption 
of 3D sensing technology in medical diagnostics, virtual reality systems and many others.  FN provides a diversified 
portfolio of offerings allowing investors to access these themes without a commitment to a single technology in a particular 
market, thus reducing the risk of technological obsolescence or competitive displacement. 

From a tactical perspective, the company benefited in 2022 from strong execution and by the fact that its manufacturing 
base is mostly tied to Thailand.  The country gained share at the expense of China, due to Sino-US geopolitical tensions in 
the last 12-18 months.  In fact, according to the Thailand Board of Investment, Thailand experienced about a 59% increase 
in foreign and local investments led by electronics and electrical product manufacturing.  We continue to like the stock 
and maintain a position in this name.

Halozyme Therapeutics (HALO)

Halozyme is a biopharmaceutical technology company offering products used to facilitate injectable drug and fluid 
delivery.  

HALO’s Enhanze drug delivery platform has been used to convert several medications from intravenous infusions to 
subcutaneous injections.  The value proposition for their products is compelling and includes faster drug/fluid delivery, 
often reducing patient chair time from hours to minutes, offering substantial cost savings to the healthcare system.

In recent years, the launch of two new oncology medications utilizing HALO’s delivery enzymes has performed very well, 
suggesting that more approvals are likely to follow in 2023 and beyond. On the heels of exceeding both revenue and profit 
estimates, the stock has performed well, and we continue to hold an overweight position in this name.

The largest Composite performance detractors in the fourth quarter included:

Expensify (EXFY)

Expensify is a financial software company that offers a range of products and services designed to help businesses
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and individuals manage their expenses.  Their products address expense tracking, reimbursement, and invoice 
management.  Expensify offers businesses and individuals a comprehensive and convenient solution for managing and 
tracking expenses, enabling them to save time and reduce the risk of errors or fraud.  The company continues to innovate 
by launching new products, like the Expensify Card.  Unlike many peers, Expensify was built with operational efficiency 
ingrained in the company’s DNA and therefore has a proven, profitable business model. 

During software sector turbulence in 2022, Expensify underperformed on the heels of a disappointing third quarter 
earnings report.  Paid member growth decelerated unexpectedly in the quarter, leading management to lower growth
expectations for 2023.  Due to the lack of clarity regarding the magnitude and timing of the slowdown, we exited our 
position in Expensify.  We will continue to monitor this company as they navigate an uncertain macroeconomic 
environment as well as layoffs in the technology sector and other sectors of the economy, which are likely to continue to 
dampen demand for expense management software. 

Omnicell (OMCL)

OMCL is a leading provider of medication cabinets and supply management solutions for health care systems and 
pharmacies.  Their offerings enhance patient safety and operational efficiency at hospitals and across the entire healthcare 
continuum by automating the pharmacy delivery process therefore reducing errors associated with the legacy manual 
system.

Omnicell has been dealing with cost and supply pressures, and until just recently, had not experienced reductions in 
hospital budgets for its products. That said, management guided Q422 revenue significantly below consensus as the 
ongoing nurse shortage appears to be causing an increase in implementation delays. Additionally, it appears that 
hospitals could be pulling back on spending as they focus on maintaining or improving gross margins. We maintain a 
small position in this stock.

Lantheus Holdings (LNTH)

Lantheus is a provider of imaging diagnostics, therapeutic and artificial intelligence (AI) solutions used in the treatment of 
several serious medical conditions.  Specifically, they supply a diagnostic imaging agent associated with its core product 
catalyst, F-18 Pilarify.  

This imaging agent and a companion AI solution make the diagnostics of prostate cancer much more accurate. In fact, per 
company’s claims, about 2/3 of prostate cancer patients scanned with the Pilarify agent had their treatment plans 
changed, due to superior imaging and more accurate findings.  Additionally, evidence of expanded use of the F-18 agent 
beyond treating the prostate is a relationship with GE Healthcare, which is in the late stages of preparing for the launch of
a test with LNTH’s agent for the diagnostics of coronary artery disease.  There are roughly six million procedures in the US 
alone conducted with an inferior diagnostics method called Single Photon Emission Computed Tomography Myocardial 
Perfusion Imaging, which is currently the dominant method in nuclear cardiology.
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One concern has been the entry of new competitors into the prostate market, such as Novartis.  Most competing products 
are primarily Gallium-68 based (though, some are also working on F-18 products of their own).  One big disadvantage of 
Gallium-68 is a shorter half-life (~68 mins vs. ~110 mins for the F-18 agent).  Compared to Gallium -68, the longer half-
life of the F-18 agent enables better manufacturing economics, making F-18 agents more accessible to remote locations 
via centralized manufacturing.  To leverage this distinction, LNTH has been establishing its own PET Manufacturing 
Facilities network for production of F-18, which is, in our view, an advantage that should not be ignored.  This network, 
thus far, has secured preferred manufacturing contracts for LNTH with some larger clients through 2027.  Given these 
advantages coupled with a modest P/E multiple, which reflects the competitive concern, we feel LNTH continues to look 
attractive, and we maintain a reduced position in the stock. 

The securities discussed in the Attribution section above were selected based on the criteria of top three best and worst contributing stocks to 
performance of the referenced Composite during the specified time period. The information presented above is based on the Composite's actual cash 
allocation. The Composite's cash allocation did not impact performance of individual securities discussed. As always, we have a detailed attribution report 
for our Small Cap Growth Composite available upon your request. Please note that sector and holdings attribution data comes from our external 
attribution provider FactSet and might not directly compare to the internal reports that we provide.

Final Words

As we close 2022 and progress into the new year, the market narrative remains largely the same.  Markets are still 
focused on inflation, Fed policy and the conflict in Ukraine, tempering the appetite for risk in equity markets.  There 
continue to be signs that rate hikes are having the desired effect as inflation appears to be slowing, however consumers 
and businesses alike must continue to deal with the undesired effects associated with hawkish interest rate policy.  

We are navigating markets carefully with these factors in mind, continuing to seek out those companies that have 
compelling products or services with strong value propositions, particularly those that can help businesses leverage 
technology to enhance efficiency in an effort to counter the effects of higher capital and labor costs.
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and are subject to change at any time without notice. The information in this document may not be reproduced in whole or in part without the expressed 
written permission from Pier.  The external sources used in compiling this document have been deemed reliable by Pier, however, we do not assume to 
reconfirm their absolute accuracy and limitations.  Market data presented is provided by third party and Pier is not responsible for any errors or omissions 
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This presentation is prepared sophisticated and knowledgeable investors only, as defined under applicable federal securities laws. This confidential 
document is intended for specific recipients and may not be redistributed without written consent from Pier Capital, LLC.   The referenced attribution 
analysis is prepared by a third-party provider, FactSet, and is available upon request.  Please contact us for a full list of a full list of recommendations 
made within the 12-month period preceding the date of this communication. Clients may view and retrieve their account statements including the full list 
of holdings and transactions via Pier’s secure client document portal.   It should not be assumed that the recommendations made in the future will be 
profitable or will equal the performance of the securities in this list. 



GIPS Report – Small Cap Growth Equity Composite

Proudly Serving Client Since 1987

Total Assets Composite Assets Annual Performance Results 3 yr. Annualized Standard Deviation 
(Gross of Fees)

Year End Total Assets 
(Millions)

USD     (Millions)
# of 

Accounts*
Composite Gross Composite Net

Russell 2000 Growth 
Index

Comp. Dispersion 
(Gross of Fees)

Composite
Russell 2000 
Growth Index

2022 $628 $234 10 -30.96% -31.67% -26.36% 0.07% 27.56% 26.20%

2021 $963 $347 10 9.87% 8.79% 2.83% 0.33% 24.20% 23.07%

2020 $961 $397 10 61.70% 60.15% 34.63% 0.20% 26.64% 25.10%

2019 $628 $235 9 28.04% 26.79% 28.48% 0.19% 18.09% 16.37%

2018 $520 $184 9 -3.08% -4.05% -9.31% 0.57% 17.53% 16.46%

2017 $602 $272 10 30.83% 29.55% 22.17% 0.51% 14.05% 14.59%

2016 $559 $247 15 7.07% 6.01% 11.32% 0.43% 16.49% 16.67%

2015 $600 $278 20 -0.26% -1.25% -1.38% 0.12% 15.11% 14.95%

2014 $707 $341 25 3.40% 2.37% 5.60% 0.44% 14.18% 13.82%

2013 $766 $357 27 52.69% 51.22% 43.30% 0.49% 17.77% 17.27%

2012 $536 $313 36 10.50% 9.41% 14.59% 0.61% 20.32% 20.72%

2011 $752 $449 32 -6.03% -6.97% -2.91% 0.65% 23.39% 24.31%

2010 $925 $859 46 26.52% 25.28% 29.09% 1.32% 26.28% 27.69%

2009 $703 $649 46 45.09% 43.69% 34.47% 0.51% 24.12% 24.84%

2008 $505 $386 53 -37.93% -38.57% -38.54% 0.58% N/A N/A

2007 $758 $531 53 22.26% -21.07% 7.05% 0.94% N/A N/A

*From 2007 - 2010 the number of accounts figure includes separately managed accounts, sub-advised external funds, as well as the number of investors in the Firm’s private pooled investment vehicle. During this period, the Composite information (3
year annualized standard deviation, internal dispersion, composite returns) presented in the table above was arrived based on the data from separately managed accounts, the sub-advised external funds, and the Firm’s private investment vehicle
entity and do not consider participants in the Firm’s private pool investment vehicle individually. Effective 1/1/2011, the sub-advised external funds and the Firm’s private pooled investment vehicle were excluded from the Composite. Effective
1/1/2020, the Firm’s private pooled investment vehicle reentered the composite on a go forward basis and the number of accounts figure includes the count of this entity only (the number of participants/investors in the Firm’s private fund is not
included in the figure). N/A: The 3-year annualized ex post standard deviation of the composite and/or benchmark is not presented because 36 monthly returns are not available.

As of 12/31/2022 1 Year 3 Year Annualized 5 Year Annualized 10 Year Annualized Since Inception Annualized*

Composite Gross -30.96% 7.04% 8.77% 12.88% 10.37%

Composite Net -31.67% 5.98% 7.69% 11.76% 9.28%

Russell 2000 Growth Index -26.36% 0.65% 3.51% 9.20% 7.25%

*Composite inception date is January 1, 2007. 

GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. The Small Cap Growth Equity Composite
consists of fully discretionary separately managed accounts and the Firm’s private fund invested in the Small Cap Growth strategy. The Composite primarily contains a diversified range of common stocks publicly traded the US
Exchanges and OTC-markets. Investments are made primarily, but not exclusively in stocks within the Russell 2000 Index market cap range. The strategy does not allow investments in derivative contracts or the use of leverage.
The base currency of the Composite is U.S. Dollar. Investment results are measured against the Russell 2000 Growth Index.

For comparison purposes the composite is measured against the Russell 2000 Growth Index. The Russell 2000 Growth Index measures the performance of the small-cap growth segment of the U.S. equity universe. It includes
those Russell 2000 Index companies with higher price-to-value ratios and higher forecasted growth values. The Russell 2000 Growth Index is constructed to provide a comprehensive and unbiased barometer for the small-cap
growth segment. The Index is completely reconstituted annually to ensure larger stocks do not distort the performance and characteristics of the true small-cap opportunity set and that the represented companies continue to
reflect growth characteristics.

Pier Capital, LLC claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards. Pier Capital, LLC has been independently verified
for the periods September 15, 2004 through December 31, 2021. The verification report(s) is/are available upon request. A firm that claims compliance with the GIPS standards must establish policies and procedures for
complying with all the applicable requirements of the GIPS standards. Verification provides assurance on whether the firm’s policies and procedures related to composite and pooled fund maintenance, as well as the calculation,
presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide basis. Verification does not provide assurance on the accuracy of any specific
performance report. The firm's list of pooled fund descriptions for limited distribution pooled funds is available upon request.

Pier Capital, LLC is a registered investment advisor. The Firm maintains a complete list and description of composites, which is available upon request. Results are based on fully discretionary accounts under management,
including those accounts no longer with the Firm. Past performance is not indicative of future results.

The U.S. Dollar is the currency used to express performance. Returns are presented gross and net of management fees and include the reinvestment of all income including dividends, which are gross of any withholding tax. Gross
returns reflect the deduction of transaction costs whenever such fees are deducted by the client’s custodian bank. Net-of-fees returns are calculated by deducting the highest applicable investment management fee any account
would incur, which based on the stated fee schedule below is 1.00% on an annual basis or 0.08333% on a monthly basis, from the gross composite return. Actual fees paid vary dependent on the individual account’s contractually
agreed fee schedule. Depending on specific circumstances, management fees may be negotiable. Investment advisory fees are described in Part 2 of the firm’s Form ADV. The annual composite dispersion presented is an asset-
weighted standard deviation calculated for the accounts in the composite the entire year. Composite dispersion and the 3-year ex post standard deviation is calculated using gross returns. Policies for valuing investments,
calculating performance, and creating GIPS Reports are available upon request.

Beginning July 1, 2009, GIPS composite policy requires the temporary removal of any portfolio incurring a client initiated significant cash inflow or outflow of 50% of portfolio assets. The temporary removal of such an account
occurs at the beginning of the month in which the significant cash flow occurs, and the account re-enters the Composite the month after the cash flow. Additional information regarding the treatment of significant cash flows is
available upon request. Effective 1/1/2011, the Composite was redefined on a go forward basis to exclude pooled accounts (such as the Firm’s private fund and other sub-advised funds) which were managed distinctively from the
rest of the separate accounts in this Composite. Effective on 1/1/2020, the Composite was redefined again on a go forward basis to include the Firm’s private fund - Pier Capital Commingled Small Cap Growth Fund Investment
Trust. For year-end 2022, the expense ratio for the private fund was 0.02%. The fee schedule for the Firm’s prospective segregated accounts and private fund investors is listed below. This is not an offer to sell securities. That may
only be accomplished by the issuance of a private offering memorandum/subscription documents.

The management fee schedule for this Composite is listed below. Actual investment advisory fees incurred by clients may vary. As an example, the effect of investment management fees on the total value of a client’s portfolio
assuming (a) quarterly fee assessment, (b) $1,000,000 investment, (c) portfolio return of 8% a year, and (d) 1.00% annual investment advisory fee would be $10,416 in the first year, and cumulative effects of $59,816 over five years
and $143,430 over ten years.

Asset Based Fee:
1.00% per annum on assets between $0 and $20 million
0.80% per annum on assets between $20 and $40 million
0.75% per annum on assets between $40 and $80 million
0.65% On Assets Greater than $80 million

The inception and creation date for the Small Cap Growth Equity Composite was changed from July 1, 1987 to January 1, 2007 because certain Firm’s records, including third party records, for years prior to 2007 were destroyed by
the record storage provider in error without authorization from the Firm.


	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7

