
• The path towards economic normalization progressed in Q3, albeit with some hiccups due to 
the spread of the Delta COVID variant.  

• Further progress seems likely on the COVID front as Federal and several large state 
governments are mandating vaccinations for government employees and subcontractors.  
Several big corporations are following suit.

• Despite volatility and what appears to be a correction in the Technology space, Pier's Small 
Cap Growth strategy outperformed again in the third quarter, extending its year-to-date 
outperformance versus the Russell 2000 Growth Index (*).

As summer comes to an end, businesses still struggle to identify and retain workers.  As mentioned 
above, mandates imposed by the US Federal government along with several large states will require 
vaccinations for workers directly employed by the government or for contractors working with 
government agencies or paid by government agencies like Medicare / Medicaid.

While vaccine mandates are causing some political angst, it appears that more and more people are 
likely to be affected by these mandates and the majority of those still unvaccinated are likely to concede 
and have the vaccine administered.  While these mandates are difficult to swallow for some, and may 
cause near-term issues in labor markets, they are likely result in a healthier and more resilient 
workforce, thereby alleviating supply chain disruptions that are impacting economic growth.  
Additionally, Merck’s announcement regarding the efficacy of their experimental COVID oral 
treatment, Molnupiravir, could provide further comfort to those hesitant to return to work if it receives 
FDA approval.

There is hope for labor shortage relief, as government benefits end, schools reopen, and conditions are 
such that people are incentivized to return to work.
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The above statistics are supplemental to the 
GIPS Report on the last page.

Source: FactSet
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(*) Performance is reported gross of fees.  Past performance is not indicative of future results.  Please see full performance disclosure 
on the last page.

Third Quarter 2021 YTD 2021

Pier Small Cap Growth* -1.77% 10.80%

Russell 2000 Growth Index -5.65% 2.82%

Russell 2000 Index -4.36% 12.41%

S&P 500 Index 0.58% 15.92%
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While we believe that people will return to work in the near-term, over the longer-term, there will be a need for 
adjustment to worker skill sets as those skills demanded by employers today are not well aligned with those currently 
available in the workforce.  According to JP Morgan (below), the share of goods being consumed is up meaningfully, while 
the workforce required to produce those goods has remained rather steady by comparison. 

Third Quarter 2021

THE ECONOMY

In addition to retooling much of the workforce, we are seeing a new potential headwind to full economic recovery aside 
from the rise in Delta variant COVID case and supply chain disruptions, and that is the price of energy both here in the 
U.S. and Europe.  Despite liquid natural gas (LNG) facilities running at near capacity, the average annual net supply 
(production, minus net exports), is at the lowest level seen in the last four years (see below).

As previously mentioned, we do believe that inflationary issues and supply chain disruptions will work themselves out 
and prove to be transitory.  However, we will continue to closely monitor both, as these factors do present potential risks 
to a full economic recovery.
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Strategy

Last year, the software industry enjoyed a covid induced digital transformation wave which we were well positioned to 
benefit from.  During this run up, we noticed opportunities in the semiconductors space, most notably automotive 
semiconductors, that looked promising. As such, we slightly reduced our exposure to the software industry and increased 
our exposure to hardware, specifically in the semiconductor space.   That decision is paying off as semiconductors have 
dramatically outperformed software and our overweight in the sector has led to both sector allocation and stock selection 
outperformance.

After going through a difficult cycle due to the trade war, the semiconductor market is now benefitting from many secular 
catalysts that are coming in 3 forms:  new applications in large markets, greater content per device, and large product 
cycles. Further to that, we do not see any slowdown in the foreseeable future.  New markets include: (1) electric vehicles 
that require semiconductors both in the cars ($1000 to $3500 per car), and in quick charge stations, (2) the Internet of 
Things market that continues to emerge and should continue to grow at a rate of over 20% for some time, (3) advanced 
computing such as Artificial Intelligence, (4) and finally the promotion of domestic fabrication of semiconductors by the 
current administration. Markets that are seeing greater content per device include auto (conventional cars average semi 
content is $330 with a 5-year CAGR of 6.4%), industrial applications, as well as medical devices.  Finally, we are 
immersed in enormous product cycles which include the proliferation of lighting fast 5g mobile networks, smaller and 
faster chip iterations for mobile device processors, and faster heavy-duty processors for complex and intelligent 
computing. 

With this list of new and growing applications, and with current semiconductor production capacity hitting its limits, we 
recognize the need for further investment into increasing production capacity well into 2022 and beyond, to eradicate the 
shortage of capacity that has led to supply shortages that, most notably, resulted in the shutdown of auto production at 
major car manufacturing plants this year. We believe demand from these new and growing applications is driving the 
bulk of these shortages, and even as additional capacity gradually comes online, the industry will continue to grow at an 
elevated pace for some time, thus supporting demand for increased production.

Despite our subtle shift from software to hardware, we are not bearish on software.  In fact, trends in many places in the 
software space are just as strong as ever and the portfolio continues to benefit from overweighting the space. We 
tactically reallocated profits to what we believe are better opportunities and will continue to so, following our bottom-up 
stock selection approach.

THE PORTFOLIO 

Q3 Attribution

The Utilities sector was the only contributor to benchmark performance, while Health Care, Consumer Discretionary and 

Technology were the largest detractors to the benchmark during the quarter.
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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 attribution provider FactSet and might not directly 
compare to the internal reports that we provide.  

Holdings

The largest contributors in the third quarter were:

Biohaven Pharmaceuticals (BHVN)

Biohaven develops clinical stage compounds which target orphan neurological conditions.  The one that has our interest 
at the moment is their newly approved (May 2021) oral migraine prevention medication, Nurtec.  Since approval, BHVN 
continues to gain share in oral treatment for migraine and by August, Nurtec overtook its key competitor, meaning that 
Biohaven is taking market share from those competitors offering injectable treatments for migraine. Given patient’s 
preference for oral v. injectable treatments, BHVN has been able to lower discounting, leading to significant pricing 
power.  Coupled with impressive volume growth, the company appears to be on its way to having the best franchise in 
migraine treatment and prevention. As a result, stock rose throughout the quarter, and we maintain a position.

Repligen (RGEN)
RGEN develops and sells high-value equipment and consumables for use in the manufacturing of biological drugs.  In the 
past year, RGEN has benefitted from COVID-related revenue including vaccine production as well as antibody treatment.  
In fact, Repligen has already received more than $100 million in COVID related orders for 2022.  In addition, 
management provided guidance anticipating $200 million in revenue in 2022 for the COVID vaccine alone.  Additional 
upside is also possible (and probably likely) as booster doses are prescribed and additional juvenile groups are considered 
for vaccination. Investor fears of a COVID cliff appear to be abating as COVID is evolving into an endemic disease.
Meanwhile, its base business continues to accelerate as RGEN has been well positioned in recent years to play the rise of 
cell-gene therapy. This core segment drove most of the revenue beat in the most recent quarter, further easing investor 
concerns surrounding a dependency on COVID. As a result, the stock rose throughout the quarter and we maintain a 
position.

Sector Allocation

Relative Contributors

Overweight Underweight
Technology Health Care
Industrials
Financials

Relative Detractors

Overweight Underweight
Communication Services Consumer Discretionary

Consumer Staples

Stock Selection within Sectors

Relative Contributors

Health Care
Technology
Industrials
Financials

Consumer Staples

Relative Detractors

Consumer Discretionary
Communication Services



Crocs (CROX)

For the second quarter in a row, Crocs, a brand and retailer of casual footwear is on the winners list.  We invested in 
CROX as management pulled several levers to position the brand and product for growth. Specifically, management 
rationalized the global retail footprint by closing underperforming stores and investing in ecommerce marketing and 
fulfillment to build a true omnichannel retailer.  As the operating model turned leaner, and therefore more profitable, 
management astutely tapped into a major consumer theme: influencer marketing.  By leveraging influencers, CROX 
created hype and a perception of scarcity, which contributed to accelerated demand, especially among younger 
consumers.  The company recently revised their five-year sales target upward and have initiated a stock buyback plan.  We 
expect CROX to continue to benefit from social commerce and, therefore, we maintain a position.

The largest detractors in the third quarter included:

Poshmark (POSH)

Poshmark is a leading online fashion re-seller.  They enjoy a high consumer awareness within its categories rivaling 
eBay. Fashion re-selling is a growth market within ecommerce, which is itself a growth market, as it provides the 
customer with a more affordable and greener way to access name brands. POSH has been seeing inline results recently 
due to the uneven reopening of COVID-plagued end markets, which were thrown a short-term curve ball by the Delta 
variant.  

Nevertheless, POSH has demonstrated continued strong fundamentals in key areas, such as 18% growth in active buyers, 
and a new partnership with Snapchat, which suggests that as the economy reopens overall spending per user should 
improve. We continue to hold shares in Poshmark.

Bandwidth (BAND)

BAND is a cloud-based communication platform. Unlike its competitors, Twilio for example, who rely on the physical 
network of third-party carriers, BAND owns its IP backbone.  The company monetizes it by selling voice and data services 
capabilities to large cloud companies like Amazon and Google, among others.  Those cloud companies can develop 
communications applications and cost-effectively launch them into markets.  As the likes of Google and Amazon are 
attempting to compete with larger carriers like Verizon and AT&T in this enormous global market, the value proposition 
of BAND’s IP network continues to be powerful. 

We attribute the recent underperformance in the stock to concerns about BAND annualizing difficult comps from 2020, 
when remote work and learning boosted demand for its services. We continue to like the long-term opportunities BAND 
faces, as the company expands the functionality of its platform and signs on new customers globally.  We remain invested 
in this name.

American Eagle Outfitters (AEO)

AEO is a specialty retailer with well-known brands (American Eagle and Aerie) in casual wear and intimates. The 
company has performed quite nimbly throughout the pandemic as they shifted business to digital channels from physical 
stores. In fact, digital sales have contributed 35% of total sales as of the most recent earnings report vs 25% pre-pandemic.  
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In addition, AEO has been leaning more heavily on collaboration with cultural influencers on social media and 
entertainment platforms, like Tik Tok and Netflix, driving engagement for its AE and Aerie brands.  Like several other 
names, the correction in the stock in the third quarter appears to be explained by concerns relating to going up against 
strong 2020 comps on the heels of a significant run up in the stock price.  That said, as the company continues to 
transition into digital sales (ultimately to 50% of total revenues) and benefit from the potential upside from the 
introduction of another brand, the story remains attractive, particularly given the pullback in the stock price. We 
continue to hold a position in AEO.

Final Words

While there are currently plenty of uncertainties related to macro politics, supply chains, and inflationary pressures, we 
look optimistically into the future.  What gives us comfort as a growth-oriented manager is that the demand for goods and 
services that we observe in the market appears to significantly outstrip the capital investment that has been made thus far 
to accommodate this demand.  

In fact, a recent report from JP Morgan suggests that the overall capex levels among large and small companies is at the 
lowest level since the global financial crisis all the way back in 2008.  It seems to us that these numbers should be 
inflecting significantly higher growth in capital expenditures in the not-so-distant future to reflect the underlying demand 
for products and services in the post COVID world.  Additionally, these numbers are also likely to rise with the 
continuation of the repatriation of manufacturing away from China started under the previous administration.  

This need for capex coupled with the strong financial health of the US consumer and corporate America should continue 
to support a favorable backdrop for our asset class and our style of investing.
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DISCLOSURE
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Small Cap Growth Equity Composite - Annual Disclosure Presentation

~ 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.

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

2020 $961 $359 9 61.74% 34.63% 0.17% 26.63% 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)

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 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 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, 2020.   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.

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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