
• The Q2 market narrative mirrored Q1 as consumers and investors continued to face 
increases in the cost of goods and services, while borrowing costs began to rise on the 
heels of Fed tightening.

• The global supply chain remains strained as sanctions imposed on Russia coupled with 
China’s zero COVID policy continue to keep purchasing managers scratching their 
heads.

• The strategy underperformed the Russell 2000 Growth Index in Q2
(*)

as stocks of 
growth companies continued to be the leading target of the market sell-off.

From the consumer perspective, earnings reports from some key consumer discretionary names 
suggest lower income consumers are feeling the pinch from higher gas and food prices.  However, at 
least for the time being, it appears the broader swath of US consumers are still adequately positioned, 
and the prioritization of spend toward experiences, such as travel and entertainment, could be 
underway as COVID restrictions abate and consumers are eager to get out and enjoy themselves.

Looking further to the business perspective, underlying fundamentals in high-growth areas, such as 
digital transformation projects, semiconductor applications driven by automation, alternative energy 
and transportation electrification, appear intact and continue to fuel demand for semiconductor 
equipment.  

Despite solid fundamentals, investors are plagued with recessionary fears and valuations have 
contracted dramatically throughout the year.  In some cases, valuations are testing, or have breached, 
pandemic lows, when large parts of the economy were shut down due to COVID restrictions as the 
pendulum appears to have swung to the extreme on the downside.  While timing is everything, 
valuations certainly look quite a bit more attractive than they did six months ago.
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Second Quarter 2022 YTD 2022

Pier Small Cap Growth* -22.92% -35.48%

Russell 2000 Growth Index -19.25% -29.45%

Russell 2000 Index -17.20% -23.43%

S&P 500 Index -16.10% -19.96%
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Despite the macroeconomic forces currently at work, our strategy remains focused on durable secular growth themes that 
can perform, even in a recession. One of those key themes we want to highlight is automation. In a world with high 
inflation coupled with labor shortages and rising labor costs, it becomes of paramount importance for companies to be 
able to do more with less. That is why we are seeing names that help drive employee productivity through automation 
continue to do very well (despite not being currently rewarded for it). The focus on digital transformation is holding up 
well, particularly in a slowing economic environment as companies struggle to grow and have no choice but to prioritize 
measures than can increase efficiency.

Our strategy’s exposure to this trend is primarily via semiconductor names, semiconductor capital equipment names that 
help to build these semiconductors, and technology integrators, which help to implement digital transformation projects. 

Another large theme continues to be the nearshoring / onshoring of the supply chain, particularly in  semiconductor 
manufacturing.  China’s zero COVID policy and on and off restrictions, for example, still make it difficult to continue to 
depend on sourcing from there.  The other catalyst driving this trend is security (or even the national security) of 
semiconductor supply, as the US and Europe cannot afford tying their competitive advantage in advanced chip 
technologies to Taiwan.  

These dynamics make the semiconductor and semiconductor capital equipment companies systemically important for 
everyone, regardless of where we are in the business cycle.  We have several names in semis and semiconductor capital 
equipment that are well positioned to benefit from these dynamics.  Finally, the strategy holds banks with exposure to the 
geographic footprint where semiconductor manufacturers like Intel, are planning to build their U.S. fabrication plants.

Q2 Attribution

All sectors of the Russell 2000 Growth Index were once again negative for the quarter, with the largest detractors being 

Technology, Health Care and Consumer Discretionary.  

Second Quarter 2022

STRATEGY
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As always, we have a detailed attribution report for our Small Cap Growth Composite available upon your request.  Please 
note that all attribution, sector and holdings data, comes from our external attribution provider FactSet and might not 
directly compare to the internal reports that we provide.  

Holdings

The largest contributors in the Second quarter were:

Allogene Therapeutics (ALLO)

ALLO develops allogeneic off-the-shelf Car-T therapies to treat cancer. T-cells, a type of cell in the immune system, can be 
modified/weaponized in a lab to attach themselves to cancer cells and kill them. One method to accomplish this, FDA 
approved Autologous Car-T, is being utilized in commercial markets and has triggered large M&A transactions in this 
space as large Biopharma companies gobble up autologous Car-T providers.  

While highly personalized and effective, the approach is both costly and time consuming.  Cells are collected from the 
patient, the therapy is manufactured for that specific patient, and then the cells are infused back into the patient.  
Additionally, there is a long turnaround time from collecting cells to infusing weaponized T-cells back into the patient, a 
luxury that many cancer patients, sadly, do not have. Allogene’s approach addresses these two issues by harvesting cells 
from healthy donors that can be edited and administered back to a patient once or as a maintenance therapy.  The costs 
are dramatically lower, while the turnaround time is improved.  The advantages of the allogeneic technology has been the 
cornerstone of our long-term thesis on ALLO since the beginning.  

The road to the approval of allogeneic technologies has not been a straight line.  In October 2021, the FDA put a clinical 
hold on all ALLO’s studies, as one patient (out of 100 who received this therapy) developed a serious side effect that 
required stem cell transplantation.  Despite tight resources in the middle of the Omicron flare-up, the FDA lifted the 
clinical hold in January of this year after citing the reason for the side effects was unrelated to ALLO-edited T-cells.  

We have been closely watching the progression of ALLO’s clinical programs, which appear to be on track now.  While we 
continue to like the long-term story,  we rebalanced the position back to equal weight in July, after ALLO outperformed. 

Ollie’s Bargain Outlet Holdings (OLLI)

This discount retailer has been a long-term holding in Pier’s portfolio, based on its potential to expand their unique, 
treasure hunt-like concept nationwide.  OLLI has faced difficult same-store-sales comps year over year and there were 
challenges with building inventory of close-out products in the face of supply/merchandise shortages; however, these 
headwinds are starting to turn. 

As OLLI’s management has suggested in the past, it is inevitable that consumer packaged goods companies and other 
manufacturers will overproduce at some point and big box retailers will over buy, creating attractive opportunities to

THE PORTFOLIO 
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build inventory.  First quarter earnings reports from the likes of Walmart and Target have suggested exactly that.  Big box 
retailers accumulated significant inventory right into slowing consumer demand.  This excess is poised to create a 
tailwind for OLLI, whose business is built around buying branded products being discontinued or liquidated at a deep 
discount and offering them to Ollie’s Army’s roughly 13 million loyalty program members.  Additionally, a “trade down 
effect” from consumers in higher income brackets looking for attractive deals in an inflationary environment, could 
provide a further tailwind for this discount retailer. We recently added to this name. 

Grocery Outlet Holdings (GO)

Positioning is very important these days and this discount grocery chain offering price points 40-70% lower than 
conventional stores, appears to be well positioned as consumers feel the sting of inflation on their wallets. 

Aside from its positioning, a key differentiator of GO is how store level operations are conducted.  Each store is operated 
by independent owners/operators (IOs), who commit capital and are responsible for local product offerings and 
advertising.  While IOs are running their stores based on local tastes and preferences, GO buys inventory at the corporate 
level, leveraging economies of scale, buying excess inventory from the CPG (Consumer Package Goods companies) and 
conventional retailers. 

One push back for GO in the past has been a lack of meaningful e-commerce distribution.  This shortcoming is being 
addressed as GO has partnered with Instacart and Uber third-party delivery companies to expand their distribution 
capabilities beyond brick and mortar.  GO’s current footprint is predominantly on the west coast, which, in our view, 
creates an opportunity to expand geographically.  We maintain an overweight position in this name.

The largest detractors in the second quarter included:

Dutch Bros. (BROS)

Dutch Bros. is an operator and franchisor of drive-thru shops selling coffee and energy beverages. The company caught 
our attention as it embarked on the geographic expansion of its concept beyond its origins in the Western US and began 
to meaningfully grow revenue.  Founded in 1992, BROS offers a wide variety of customizable coffee and non-coffee 
drinks, and leverages a loyalty program, Dutch Rewards, which quickly attracted more than 2.3 mil members.  BROS 
offers consumers a relatively low average price point, which initially looked resilient in the current inflationary 
environment.

That’s until March of this year when management explained on the Q1 earnings call that “…growth in our business 
seasonally really stopped in the middle of March. We left February when we had the last earnings call with a really 
solid comp number through February, and then it just decelerated very quickly from that point.”

Part of the reason for this dramatic deceleration is the fact that 93% or so of BROS stores are still tied to the Western US 
(with almost 20% of the Western footprint tied to California).  As the price of gas rose dramatically in those states, BROS 
was impacted almost instantaneously.  Further to that, employee turnover accelerated as inflation spiked, and employees 
began seeking out better paying jobs.  Given the multiple headwinds BROS is now facing in this macro environment, we 
decided to step to the sidelines and sold the position.



Surgery Partners (SGRY)

Surgery Partners operates a network of surgical centers and ancillary services consisting of various specialty physician 
practices.  Their centers for day-surgery are an attractive alternative, offering surgical services to patients without an 
overnight stay, and can provide significant cost savings to both payors and patients.

SGRY has not experienced any meaningful nurse shortages as their nurses enjoy a Monday-Friday work week working 
7am-3pm compared to their hospital counterparts, which are required to work nights, weekends and holidays. They 
continue to exceed EBITDA estimates and should continue to enjoy 20% growth in the coming years.

Despite the positives, SGRY was caught up in the selloff of hospital providers that occurred during the second quarter. We 
continue to a hold positive view on their long-term potential as both government and commercial payors continue to push 
more surgeries towards ambulatory surgery centers where SGRY is an operator. These centers for day-surgery without 
overnight stay can provide significant cost savings to payors and patients. We continue to hold a position in SGRY.

Freshpet (FRPT)

Freshpet manufactures, markets and distributes fresh, vitamin rich food and treats for both dogs and cats.   Our thesis is 
based on their ability to achieve higher penetration of fresh pet food in this large consumer category.  FRPT has 
established a manufacturing base and strong relationships with large retailers like Costco, which have been allocating 
more refrigerator space to Freshpet products inside their stores. 

One key driver of growth for FRPT is household penetration. The company ended 2021 with 4.2 million households using 
its products vs 3.1 million in 2019 and is expected to reach over 7 million households by 2025.  This is underlining growth 
in mid- to high-teen percentages, which is quite respectable for the consumer staples space. 

Freshpet reported strong 42% topline growth and earnings for the second quarter and was ahead of expectations as well.  
Despite reiterating their previous guidance, uncertainty surrounding the impact of a second price increase in the last two 
quarters, coupled with a follow-on offering to help fund a capacity expansion plan (that was more than the market was 
expecting) weighed on the stock during the quarter. We maintain a position in Freshpet.

Final Words

While Pier focuses primarily on bottom-up stock selection, stock prices are being heavily influenced by macroeconomic 
drivers rather than company specific drivers.  Investors remain transfixed on the Fed’s tightening of the money supply to 
combat inflation and the possibility the U.S. economy will fall into a recession as a result.  Investors must contemplate the
above while the world recovers from the aftermath of the pandemic, as roving lock downs in China make it difficult to 
anticipate when the global supply chain might further stabilize.  Adding fuel to the fire, Russia shutting off its energy 
supply to the world could delay an inflation peak. These issues are dragging down the market and are dashing hopes of 
avoiding a recession. 

Given these factors at work it is difficult to predict when inflation will peak and whether or not we will head into a 
recession. Inflation peaking would serve as a bullish indicator for the market, whereas a recession would serve as a
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bearish indicator, so we have these two opposing forces playing out. 

While the macro environment holds many wild cards, absent worsening economic and geopolitical conditions, we expect 
to see more challenging comps for inflation in the second half of this year, which, hopefully, will help shift market 
sentiment to a more positive stance.  Such a change in narrative could be positive for growth-oriented companies and 
could provide a welcomed tailwind to our strategy holdings.



THIS DOCUMENT IS RESERVED FOR SOPHISTICATED INVESTORS

The information and opinions presented in this document were prepared by Pier Capital, LLC (Pier) and
are intended strictly for informational purposes only to sophisticated and knowledgeable investors.
Views expressed in this presentation are solely the opinions of the investment professionals at Pier 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 in the data. Pier as a Registered Investment Adviser
invests in many of the securities, security types, sector and/or industries discussed in this presentation.
The information contained in this document does not constitute investment advice or guidance.
Additionally, it should not be utilized as the singular basis for investment decisions. Please note that
capital is at risk with any investment. The potential for profit is accompanied by the possibility of loss.
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Small Cap Growth Equity Composite – Annual Disclosure Presentation
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Total Assets Composite Assets Annual Performance Results 3 yr. Annualized  Standard Deviation

Year 
End

Total Assets 
(Millions)

USD     
(Millions)

# of 
Accounts~

Composite Gross
Russell 2000 
Growth Index

Comp. Dispersion Composite
Russell 2000 
Growth Index

2021 $963 $347 10 9.87% 2.83% 0.33% 24.20% 23.07%
2020 $961 $397 10 61.70% 34.63% 0.20% 26.64% 25.10%
2019 $628 $235 9 28.04% 28.48% 0.19% 18.09% 16.37%
2018 $520 $184 9 -3.08% -9.31% 0.57% 17.53% 16.46%
2017 $602 $272 10 30.83% 22.17% 0.51% 14.05% 14.59%
2016 $559 $247 15 7.07% 11.32% 0.43% 16.49% 16.67%
2015 $600 $278 20 -0.26% -1.38% 0.12% 15.11% 14.95%
2014 $707 $341 25 3.40% 5.60% 0.44% 14.18% 13.82%
2013 $766 $357 27 52.69% 43.30% 0.49% 17.77% 17.27%
2012 $536 $313 36 10.50% 14.59% 0.61% 20.32% 20.72%
2011 $752 $449 32 -6.03% -2.91% 0.65% 23.39% 24.31%
2010 $925 $859 46 26.52% 29.09% 1.32% 26.28% 27.69%
2009 $703 $649 46 45.09% 34.47% 0.51% 24.12% 24.84%
2008 $505 $386 53 -37.93% -38.54% 0.58% 21.24% 21.26%
2007 $758 $531 53 22.26% 7.05% 0.94% 14.09% 14.23%
2006 $653 $394 54 9.45% 13.35% 0.90% 15.59% 15.57%
2005 $742 $416 54 13.50% 4.15% 0.87% 16.07% 16.51%
2004 $695 $403 56 18.52% 14.31% 1.44% 21.61% 21.40%

2003† $1,975 $485 53 51.07% 48.54% 1.32% 30.15% 27.00%
2002† $1,789 $317 52 -32.02% -30.26% 1.02% 44.49% 33.33%
2001† $1,805 $508 55 -8.53% -9.23% 1.48% 47.05% 33.58%
2000† $1,777 $512 60 -24.24% -22.43% 1.33% 44.58% 33.28%
1999† $1,621 $565 41 117.41% 43.09% 3.11% 30.60% 26.31%
1998† $1,213 $208 21 14.62% 1.23% 1.57% 27.94% 25.03%
1997† $981 $119 15 14.69% 12.95% 0.75% 21.82% 18.27%
1996† $773 $95 14 54.61% 11.26% 2.63% 18.72% 15.48%
1995† $686 $59 12 47.51% 31.03% 1.72% 12.89% 12.43%
1994† $534 $45 12 4.77% -2.42% 0.86% 13.83% 14.25%
1993† $516 $56 13 -1.04% 13.37% 1.34% N.A. (2) N.A. (2)

1992† $575 $61 14 15.34% 7.77% 1.74% N.A. (2) N.A. (2)

1991†* $509 $41 11 5.96% 8.28% N.A. (1) N.A. (2) N.A. (2)

~ From 2001 - 2010 the number of accounts figure includes separately managed accounts as well as the number of investors in the Firm’s pooled investment vehicle.
*Results shown for the year 1991 represent partial period performance from October 1, 1991 through December 31, 1991.
†Represents the assets of SEB Asset Management America Inc. prior to the management buy-out September 15, 2004.

†SEB claimed compliance with the Global Investment Performance Standards (GIPS®) and received a firm-wide verification for the period October 1991 through June 2004.  The verification report is available upon request.
N.A.(1) Dispersion is not presented as there were an insignificant number of portfolios in the composite for the full year.

N.A.(2)3-Year Annualized Standard Deviation is not presented as 36 months of performance is not available.

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 pooled funds invested in the Small Cap Growth strategy.  As of January 1, 2020, this Composite was redefined to include pooled funds. The Composite primarily contains a diversified range of common stock 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 of management fees and include the reinvestment of all income including dividends, which are gross of any withholding tax.  Returns will be reduced by management fee 
to calculate net return. Returns do not reflect the deduction of investment advisory fees.  Investment advisory fees are described in Part 2 of the firm’s Form ADV.  Performance prior to 10/1/1991 is not in line with GIPS standards.  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. The Composite was redefined beginning January 
1, 2011 to exclude pooled accounts which are managed distinctively from the rest of the separate accounts in this Composite. Firm’s records, including third party records since inception to 2002 were destroyed by the record storage provider in error without 
authorization from the firm.  The firm maintains certain records for this period but was not able to rebuild records from inception to 2002 in full.

This Composite includes separately managed accounts as well as Pier Capital’s private fund - Pier Capital Commingled Small Cap Growth Fund Investment Trust.  For year end 2021, the expense ratio for the private fund was 0.02%. 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. 

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

Performance Based Fee:
0.500% per annum on assets between $0 and $10 million
0.400% per annum on assets in excess of $10 million
Plus: 20% of the excess return generated by the portfolio each calendar year above the 
benchmark (Russell 2000 Growth Index)

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. 

Balanced portfolio segments are not included in this composite. Prior to April 1, 2004 balanced portfolio segments were in this composite, and performance reflects required total segment plus cash returns using a 3% cash allocation percentage, with the 
performance of cash equaling the Federal Funds Rate as of the beginning of each quarter. The Small Cap Growth Equity Composite was created July 1, 1987 which is also the inception date for the Composite. Performance presented prior to September 15, 
2004 occurred while the Portfolio Management Team was affiliated with SEB Asset Management America Inc. The investment decision makers and the support staff are now part of Pier Capital, LLC, the Firm established as a result of a management buy-out of 
the equity operations of SEB Asset Management America Inc.
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