
• Although President Biden’s 4th of July 70% vaccination target was not achieved, about 67% of 
all adults in the U.S. have received at least one dose.

• Signs of normalcy are peeking through, as tourists take to the skies, and cruise ships return to 
the seas after a long hiatus.

• Pier's Small Cap Growth strategy outperformed the Russell 2000 Growth Index again in the 
second quarter, building upon first quarter gains 

(*)
.

As summer shifts into high gear, consumers are once again out and about, returning to the activities 

enjoyed prior to the COVID outbreak.  Large crowds are now gathering for sporting events and holiday 

celebrations.  Despite concerns surrounding COVID variants and some localized outbreaks, the vaccine 

appears to be doing its job in protecting the majority of recipients.  Over the coming months it is likely 

that vaccinations will be complete for those wishing to receive it here in the U.S.  

Given the current level of efficacy across all three of the vaccines widely available, confidence among 

consumers is clearly increasing, and in those states that have lifted restrictions, consumer activity 

appears to be normalizing.  

As discussed in the past, a backlog of pent-up demand for consumer goods and services, along with 

supply chain disruptions caused by COVID has led to temporary shortages of various inputs ranging 

from lumber to semiconductors.  These shortages, coupled with the uptick in demand have led to 

notable pockets of inflation.  

As COVID unemployment benefits and stimulus taper off, workers will have additional motivation to 

return to their jobs, helping to shore up the supply chain once again, alleviating shortages across the 

board.  It is likely that if this scenario unfolds, that much of the inflation witnessed in recent months 

will prove transitory as supplies are replenished and demand stabilizes, however this has yet to be 

seen.
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Second Quarter 2021 YTD 2021

Pier Small Cap Growth* 6.77% 12.80%

Russell 2000 Growth Index 3.92% 8.98%

Russell 2000 Index 4.29% 17.54%

S&P 500 Index 8.55% 15.25%
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As mentioned earlier, vaccination levels are encouraging, and this is clearly evident in the Consumer Confidence Index 

June reading:

Second Quarter 2021

THE ECONOMY

Further bolstering consumer confidence, is the fact that the U.S. consumer appears to be in very good shape.  According 

to Barclays, personal income appears to be making modest gains, and is now exceeding levels achieved prior to the 

outbreak of Coronavirus.  Additionally, these gains do not reflect the effects of government benefits implemented to hold 

over recipients during the quarantine (which provides even more fuel for consumers):

While the consumer appears to be in good shape, there are still delays in alleviating supply chain bottlenecks as 

inventories remain strained and prices, understandably, have risen.   Empowered consumers exacerbate the situation as 

they are eager to pick up where they left off prior to COVID.   

However, there appears to be some light at the end of the tunnel, as labor trends, such as applications for continuing 

unemployment benefits, are ebbing, particularly in those states where benefits are winding down.  This trend suggests 

more workers are getting back to their jobs, which is an enormous step forward in normalizing the supply chain.
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THE ECONOMY (continued) 

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.

Strategy

One area significantly impacted by the pandemic has been consumer fashion.  The catalyst to spend on fashion, 

particularly higher end fashion, all but disappeared during the lockdown as consumers stayed home and the activities 

fueling those purchases were restricted or eliminated altogether.  Obviously, last year was a terrible year for fashion, with

sales declining nearly 30%, as the population quarantined at home.

With restrictions being eased and/or eliminated, we are starting to see this pocket of pent-up demand begin to unwind, as 

consumers resume spending on fashion and luxury items.  A relatively new secular theme that is poised to benefit from 

this return to spending, is the resale market.  Technology now allows for the organized digital consignment of consumer 

fashion and luxury goods being offered to consumers at a discount, thereby increasing the accessibility of typically more 

expensive products to the masses, especially to the younger crowd seeking to get great deals.  According to Cowen, the 

online “re-commerce” market is positioned to grow from $17 billion in 2020 to roughly $68 billion by 2028, representing 

a compound annual growth rate of 20-25%.  

These resellers are digitally native companies and are both a pure-play and beneficiary of the disruptive ecommerce 

theme. Combining a backlog of demand and the secular resale theme, we believe having exposure to this area is likely to 

provide value to the portfolio.

THE PORTFOLIO 

Q2 Attribution

Technology, Health Care and Consumer Discretionary were the largest contributors to benchmark performance during 

the quarter and Industrials was the only sector to detract from benchmark performance.

Sector Allocation

Relative Contributors

Overweight Underweight
Technology Health Care

Communication Services

Financials

Consumer Staples

Relative Detractors

Overweight Underweight
Industrials Consumer Discretionary

Stock Selection within Sectors

Relative Contributors

Consumer Discretionary

Industrials

Health Care

Technology

Relative Detractors

Communication Services

Consumer Staples

Real Estate

Financials
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THE PORTFOLIO (continued)
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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 second quarter were:

Raven Industries (RAVN)

Raven Industries, primarily involved in the application of agricultural automation, has been developing geolocation based 

agricultural technologies for several years.  More recently they released an artificial intelligence-based application 

technology which identifies crop undergrowth and is able to adjust applications in order to drive a more abundant 

growing season resulting in a higher quality and more cost effective harvest.

Coupled with the post-COVID rebound in demand for agricultural products, RAVN was poised to have a very strong 

rebound in growth for 2021.  Their attractive technology and economics caught CNH Industrial’s eye, and they were 

bought out during the quarter for a 48% premium.  The position was sold shortly after the end of the second quarter.

Sprout Social (SPT)

Sprout’s primary focus is to help brands publish, monitor and manage their presence on social media.  Sprout provides 

the tools necessary to monitor customer feedback, as companies feverishly look to gather this intelligence and move away 

from third-party cookies.

Additionally, 2021 is shaping up to be a very good year for SPT.  Companies are looking to expand their digital 

transformation goals as the economy reopens and this is illustrated by new social commerce alliances with both Shopify 

and Facebook.  Sprout is quickly becoming the de facto industry leader in social media management.  Despite a lofty 

valuation, we believe their positive outlook warrants continued ownership given the fundamentals, particularly their 

rapid acquisition of new customers.  We continue to maintain a position in Sprout.

Crocs (CROX)

Crocs is a brand and retailer of casual footwear.  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.  We expect CROX to continue to benefit from 

social commerce and, therefore, maintain a position.



The largest detractors in the second quarter included:

Seer (SEER)

Our thesis on SEER is based on a belief that its Proteograph platform can be highly instrumental in the study, diagnostics 

and drug discovery centered around the knowledge and understanding of proteome, a complete set of proteins in an 

organism. 

The Proteograph platform takes advantage of proprietary, engineered nanoparticles that bind to proteins (even those with 

very little presence in a sample) enabling researchers to identify the presence of many proteins, study their interactions 

dynamically, and garner a more complete picture of the entire proteome in a sample. This functionality is critical to the 

deeper understanding of disease biology, resulting in better diagnostic choices and treatment discovery. More 

importantly, SEER’s platform enables a much faster workflow and processing when compared with traditional tools and 

methods. Given the solid value proposition, and acceptance by early adopters, including Broad Institute and The Salk 

Institute, we expect the Proteograph platform will be more widely available in 2022. 

Despite the fact that the company is now in the pre-commercial stage, we continue to like the story and recently added to 

the position.

FormFactor (FORM)

FormFactor is a supplier into the semiconductor manufacturing supply chain, specializing in test and measurement 

solutions. The company’s probe cards hold a firm competitive position and are poised to continue to take share as leading-

edge manufacturing capacity is built out by both Taiwan Semiconductor and Intel which are both significant FORM 

customers. The company’s fundamentals remained healthy throughout the first half of 2021, however the stock 

underperformed as investors rotated away from semiconductor and semiconductor capital equipment sectors following a 

period of substantial outperformance. 

Despite this rotation, the company’s fundamentals remained healthy. FORM’s thesis is rooted in design count, rather than 

short-term capex increases.  As such, we continue to maintain a long-term positive view on the story and maintain a 

position in the company.

Intelligent Systems (INS)

INS provides financial transaction solutions and services to its customers utilizing its CoreCard Software. Originally, we 

bought this name based upon the potential for significant business expansion, as they leverage their role in the very 

successful roll out of the Apple credit card.  

INS licensed its CoreCard software to Goldman Sachs, which serves as a processor of Apple credit card payments.  

Arguably, Apple Card has been viewed as one of the most successful product launches in the financial technology (fintech 

industry).  This thesis still appears in play, as Goldman is poised to take over processing for the General Motors credit 

card and American Express is reportedly a new client as well. 
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Those positives aside, the hiccup with the story is that we have yet to see a meaningful inflection in the growth numbers 

that would support a very positive narrative.  Given this dynamic and limited visibility regarding the inflection point for 

these customers, we decided to exit INS during the quarter.

Final Words

All in all, we believe that the backdrop is relatively positive for our approach to stock selection.  Low interest rates and 

healthy balance sheets coupled with exciting themes in automation, oncology and neurodegenerative breakthrough 

therapies, as well as the repatriation of semiconductor manufacturing are providing an abundance of attractive names in 

which to invest.

While expected to begin to tick up gradually, the labor participation rate is still well below pre-pandemic levels, thus 

alleviating pressure on the Federal Reserve to begin tightening monetary policy.  This environment should be supportive 

to growth-oriented companies.
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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.


