
• Growth stocks continue to meaningfully outpace their value counterparts thus 
far in 2018. 

  
• Concerns regarding global trade and Fed policy appear to have been largely 

shaken off by investors focused on continued economic strength here in the US. 
  
• Pier's Small Cap Growth strategy outperformed again in Q3 and is well ahead of 

the Russell 2000 Growth Index  thus far in 2018(*). 
  

 

During the quarter, it appears that investors have been focused on the escalating trade 
rhetoric between the US, China, Canada and Mexico as well as the potential (and 
reality) of rising interest rates here in the US.  While these issues often seem to 
catalyze the day to day swings in the market, the general direction of equity prices 
continues to be upward. 
 
While these issues are most certainly real, in the short term they just are just causing 
static to the market as trade deals have been negotiated between the US and Canada 
and Mexico as well as between the US and South Korea.  Naturally, equity markets will 
now be focused on US/China trade relations while eagerly awaiting a Presidential 
tweet declaring a deal with China. 
 
Despite some newly imposed tariffs, companies are showing impressive levels of 
earnings and a willingness to spend, providing us with both confidence and several 
opportunities to take advantage of the economic growth we are currently enjoying. 
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STRATEGY MANAGER 

STRATEGY DESCRIPTION 

STRATEGY QUICK FACTS 

STRATEGY  CHARACTERISTICS 

  
Third Quarter 2018 YTD 2018 

   Pier Small Cap Growth* 8.95% 28.76% 

   Russell 2000 Growth Index 5.52% 15.76% 

   Russell 2000 Index 3.58% 11.51% 

   S&P 500 Index 7.71% 10.56% 

The above statistics are supplemental to the 
GIPS compliant disclosure on the last page. 

 
Source: FactSet 

Proudly Serving Clients Since 1987 

(*) Performance is reported gross of fees.  Past performance is not indicative of future results.  Please see full 
performance disclosure on the last page. 
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assumed that the recommendations made in the future will be profitable or will equal the performance of the securities in this list. 
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As we kick off the fourth quarter of 2018, things continue to chug along and we echo the message we left you with last 
quarter in terms of the strength of the economy here in the US.  While this period of economic expansion may appear to 
be a bit long in the tooth and is less than a year from becoming the longest period of expansion in US history, there is 
reason to believe we may be closer to the middle of the cycle than the end of the cycle as outlined by Goldman Sachs 
below: 

Third Quarter 2018 

THE ECONOMY  

We continue to see high levels of employment, consumer confidence and business spending.  On the flip side, housing 
affordability is strained and labor shortages in housing, amongst other industries clearly provide some challenges to 
expansion.  Consumers and business have responded well to steadily rising interest rates, albeit, they are still at 
historically low levels.  While an economic recession is clearly inevitable at some point in the future, it does not appear 
that one will materialize in the near term. 

THE PORTFOLIO 

Strategy 
 
The Industrial Revolution,  the Technology Revolution and now, the Data Revolution 
  
Our strategy has had several themes driving portfolio construction in 2018.  Some of these are exciting developments in 
Health Care.  Specifically, as they relate to the modernized approach to treating patients with various diseases, including 
cancer.  Bio-processing and next generation genetic testing utilized for the personalization of medications and treatment 
are on the forefront of tools available to fight illness and disease.   These medications, therapies and treatments offer 
substantial opportunity for investment and we have taken advantage of several.  We also continue to leverage several 
paradigm shifts that have been underway in the Technology sector, including cloud computing, the IOT, automobile 
electrification and now the Fog computing space has grabbed our attention. 
 
Life today is quite different than it was only some 10 or 20 years ago, with the advent and rapid evolution of smart 
phones, devices and appliances, TVs  and smart technology in automobiles, just to name a few.  While we have talked 
about cloud computing and the internet of things (IOT) several times in the past and will continue to do so in the future, 
we are now considering the ramifications of the massive amounts of data that are moving across the internet and the 
need to store, process and eventually utilize the benefits of that gathered information.  It appears that this is going to 
happen not only in the cloud, but also on the "Edge" of the network. 
 
Fog computing (essentially cloud computing happening on the edge) will complement the existing cloud by, in many 
cases, localizing the storage and utilization of this tremendous traffic jam of data with a series of processing resources 
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THE PORTFOLIO (CONTINUED) 
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closer the edge of the network rather than in large centralized data processing warehouses.  This will be necessary in 
order to manage both the complexity and economics surrounding the transportation of such large amounts of data. 
Wells Fargo projects there will be some 200 billion connected objects within the next three or four years and this equates 
to roughly 26 connected smart devices for every person.  These devices represent the Edge or the edge of the network and 
data being collected by these devices will be utilized for a large gamut of reasons including real time analytics, which 
means efficiency is a top priority across several spectrums. 
 
We have witnessed the increase in data traffic and now are watching how companies are scrambling to figure out they will 
handle this massive increase in volume.  While we currently have no portfolio holdings with dedicated exposure to this 
space, there are several presently private companies that will eventually offer us the opportunity to build exposure to this 
megatrend and we will be closely following those existing publically traded companies that are building these solutions as 
well.   We believe Edge computing will be a major investible theme for years to come and we look forward to sharing more 
information in future commentaries. 
 
Q3 Attribution 
  
The largest contributors to performance in the benchmark were Health Care, Technology and Industrials.  The only 
detractors in the Russell 2000 Growth Index for the quarter was Energy. 
 

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

What helped our performance in sector allocations: 
 

Underweight: Materials, Real Estate, Energy, Health 
Care, Industrials and Financials 

 
Overweight: Technology, Communication Services and 

Consumer Discretionary 
 

What hurt our performance in sector allocations: 
 

All sectors had a positive allocation effect. 

In what sectors did our stock selection help us: 
 

Health Care, Consumer Discretionary, Technology 
and Energy 

 
In what sectors did our stock selection hurt us: 

 

Industrials, Real Estate, Financials, Materials and 
Communication Services 

Holdings 
  
The largest contributors in the third quarter where: 
  
Roku, Inc. (ROKU)  
  
This streaming content provider reported a very strong quarter with continued strength in subscriber growth, advertising 
and hardware sales.  Roku's expansion onto the internet and mobile devices in both the US and Canada has the potential 
to substantially enlarge its total addressable market as the company continues to expand and evolve their product 
offerings.  We continue to like the long-term prospects for Over the Top Television (OTT) and the likely migration of 
billions of dollars of advertising spending from traditional TV transmission to the growing OTT space and Roku is well 
positioned in this space.  Roku continues to be a strategy holding.    
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Novocure, Ltd. (NVCR) 
  
Novocure develops cancer treatments utilizing a TTFields therapy (the use of electric fields to disrupt the cell division of 
cancerous tumors).   The reason we own NVCR is due to the potential for Optune TTFields to gain further traction as an 
ad on therapy in multiple indications.  Mesothelioma is expected to be approved for treatment and could provide a 
significant increase to the therapy's total addressable market.  Additionally, investors are closely following the progress 
Novocure is making for reimbursement from the CMS (the agency that administers the Medicare program in the US), as a 
large number Mesothelioma patients are older than 65.  We continue to hold a position in this name. 
 
Trade Desk, Inc. (TTD) 
  
TTD provides a self service platform used for digital advertising management across essentially all technology based 
delivery mediums (display, social media, video, mobile, etc.).  TTD has been demonstrating continued success with 
building out their platform despite ongoing challenges and new regulation in the digital marketing space.  While also 
benefitting from several company specific catalysts, including the burgeoning   OTT video and audio ad markets, they are 
currently witnessing significant client wins in Asia-Pacific as well as Europe.  The company enjoys a very large market 
opportunity and is already highly profitable.  We continue to hold stock in this company. 
 
The largest detractors in the third quarter included: 
 
Avalara, Inc. (AVLR) 
This provider of tax collection solutions accumulated about 14 years of experience and investing into the data bank of tax 
rules and regulations spanning 12,000 jurisdictions in the US and abroad.  In addition to having arguably one of the most 
comprehensive databases in the industry, ALVR employs a unique distribution strategy, relying on partners like Amazon, 
SAP, Oracle and Shopify to integrate and sometimes build AVLR’s solution directly into their platforms.  These 
characteristics,  coupled with a large potential addressable opportunity and lack of clear competitors, attracted us to this 
story.  When the Supreme Court (Wayfair vs South Dakota) announced on 06/21/18, the right of states to collect sales 
taxes from companies selling within a state, but not physically present in the state, the relevance of ALVR’s solution came 
to the forefront.  The stock rallied initially but has pulled back recently. The valuation multiple has been normalizing, as 
the implementation of the Supreme Court decision will take time and implementation from individual states. We added 
to this name on the pull-back and continue to like the long-term story here.  
 
Redfin Corporation (RDFN) 
 
Redfin provides residential real estate brokerage services to both buyers and sellers along with offering a suite of robust 
online tools to consumers.  With a business model utilizing a technology-heavy platform, innovative broker compensation 
and a pricing structure which will be difficult to compete with, RDFN is likely to become a dominant player in the 
residential real estate space.  That said, the company has recently struggled due to difficult housing affordability and low 
home inventories.  We have stepped out of this name at this time, but are watching home sales trends carefully and could 
potentially re-enter this name at some point in the future. 
 
Shutterfly, Inc. (SFLY) 
 
We originally purchased this seller of photo-based products as they began their transformation under new CEO, Chris 
North, from Amazon.  Mr. North focused the company and strategy, divesting non-core assets, resulting in better 
execution and higher profitability.  Also, Shutterfly's acquisition of Lifetouch opened the incremental market of school 
photos, created opportunities to cross-sell, and enabled the company to improve utilization.  Over the past several 
months, investors became concerned with modest deceleration in Shutterfly’s consumer business.  Despite beating most 



analyst metrics when reporting Q2, and trading up that day, Shutterfly has underperformed for much of August and 
September. We view this sell-off trading period as normal profit-taking ahead of the company’s all-important holiday Q4 
and maintain a core position.  
 
Final Words 
  
As mentioned earlier, the economic backdrop continues to provide a healthy tailwind to our approach of identifying 
growing companies.  There continues to be several areas of interest to us including innovative drug treatments and 
therapies, the continued utilization of cloud computing (and the proliferation of Fog computing) and the IOT as well as 
many others. 
  
While we remain optimistic, we are keeping a keen eye on the health of the economy, but more importantly continue to 
monitor the conditions affecting the individual business outlooks of the companies we currently follow. 
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~From 2001 - 2010 the number of accounts figure includes separately managed accounts as well as the number of investors in the F irm’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. 

 

The Small Cap Growth Equity Composite consists of fully discretionary separately managed accounts invested in the Small Cap Growth strategy.  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 smal l-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 from September 15, 2004 through June 30, 2018. The verification reports are available upon request. Verification assesses whether (1) the Firm has complied with all the composite construction requirements of the GIPS standards on a 

Firm-wide basis and (2) the Firm’s policies and procedures are designed to calculate and present performance in compliance with the GIPS standards. Verification does not ensure the accuracy of any specific composite presentation. A third-

party verification as set forth by the GIPS standards has been conducted by ACA Performance Services from April 1, 2017 and by Ashland Partners & Company LLP until March 31, 2017. 

  

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.  Policies for valuing portfolios, calculating performance, and preparing compliant 

presentations 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. 

The management fee schedule is as follows:   

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) 

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 th is 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. 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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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 

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) 

Disclosure: Please contact us for a full list of recommendations made within the 12-month period preceding the date of this communication. 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. 


