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Market Conditions
• During the first quarter, US equities produced a positive return across most market cap 

ranges and investment styles. Performance varied significantly by market capitalization 
and style, however, with large cap growth stocks (Russell 1000® Growth Index) leading 
after being one of the worst performing domestic equity segments during calendar 2022. 
Similarly, after leading the market throughout 2022, the small cap Russell 2000® Value 
Index was one of the few market segments to post a decline in the first quarter. The 
perceived safety and long term growth potential of large cap stocks in the information 
technology sector were once again in favor, while a larger concentration of poor-performing 
regional bank stocks weighed down the small cap value segment.  

• Key factors influencing the market included the ongoing debate over inflation, Federal 
Reserve (Fed) monetary policy, a steady decline in 2023 corporate earnings forecasts, 
and by quarter-end, a mini-crisis in the regional bank industry. Domestic stocks began 
the year with a strong advance, driven by moderating inflation measures, speculation the 
Fed would soon pause or pivot from its aggressive rate increases, and growing optimism 
the US economy could avert a recession. The likelihood of the most optimistic scenarios 
diminished in early February, however, with another Fed rate increase and hawkish 
comments on inflation that left little doubt about the central bank’s commitment to seeing 
its inflation reduction plan through to its end. By March, the consequences of the massive 
monetary stimulus in the wake of COVID-19 followed by rapid Fed tightening became 
evident, as sudden weakness emerged in the deposit and asset base of many regional banks. 
Subsequent deposit outflows were most acute at Silicon Valley Bank and Signature Bank, 
leading to sudden regulatory seizures, and the damage to regional banks stocks was wide-
spread into quarter end. The market impact of the crisis was most evident in the small cap 
value segment of the market, which maintains the largest representation of regional banks 
stocks versus other market segments.  

• Among small-cap indices, the broad-based Russell 2000® Index returned 2.7% during the 

Performance data shown represents past performance and is no guarantee of, and not necessarily 
indicative of, future results. Investment return and value will vary and you may have a gain or loss when 
shares are sold. Current performance may be lower or higher than quoted. For most recent month-end 
performance, visit www.loomissayles.com. 
Additional share classes may be available for eligible investors. Performance will vary based on the share class. Performance 
for periods less than one year is cumulative, not annualized. Returns reflect changes in share price and reinvestment of 
dividends and capital gains, if any. You may not invest directly in an index.
Gross expense ratio 0.93% (Class I). Net expense ratio 0.90%. As of the most recent prospectus, the investment advisor 
has contractually agreed to waive fees and/or reimburse expenses once the expense cap of the fund has been exceeded. 
This arrangement is set to expire on 1/31/2024. When an expense cap has not been exceeded, the fund may have similar 
expense ratios. 
The Class I inception date is 5/13/1991. Class I shares are only available to certain institutional investors only; minimum 
initial investment of $100,000.

CUMULATIVE TOTAL RETURN AVERAGE ANNUALIZED RETURN

3 MONTH YTD 1 YEAR 3 YEAR 5 YEAR 10 YEAR

FUND 3.26 3.26 -2.55 22.05 5.18 8.02
BENCHMARK -0.66 -0.66 -12.96 21.01 4.55 7.22

Class I Performance as of March 31, 2023 (%)
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quarter, underperforming the Russell 1000® Index return of 7.5%. Small-cap value stocks, 
as measured by the Russell 2000® Value Index, declined 0.7%. Growth stocks led value with 
a 6.1% return for the Russell 2000® Growth Index.

 
Portfolio Review
• The fund outperformed its benchmark, the Russell 2000® Value Index, due to a market 

environment that rewarded its high quality approach, strong sector allocation and positive 
stock selection metrics across multiple sectors.

Contributors
• The fund benefited from strong sector allocation effects due to its underweight position in 

financials (including banks) and an overweight allocation to information technology and 
industrials. Stock selection overall also added to relative return, particularly in the health 
care, consumer discretionary, financials and consumer staples sectors. Among individual 
stocks, Rambus Inc., Lantheus Holdings and Skyline Champion provided the most 
significant positive contributions to relative performance during the quarter.

• Rambus develops and designs semiconductors and maintains intellectual property for 
high-speed component-to-component interface technology, with data centers an example 
of a large end market. Our investment thesis from the time of our initial investment in 
April 2021 is unfolding as expected, with the latest DDR5 generation of DRAM (dynamic 
random-access memory) now reaching market adoption and potentially increasing the total 
addressable market for Rambus interface technology by a significant amount.   

• Lantheus is a global leader in the development, manufacturing and commercialization 
of diagnostic medical imaging agents and products for the diagnosis and treatment of 
cardiovascular and other diseases. Lantheus added its leading product PYLARIFY (a first-
of-its-kind imaging agent used to identify suspected metastasis or recurrence of prostate 
cancer) to its portfolio in early 2020 as part of the Progenics Pharmaceuticals acquisition 
and gained FDA approval for the product in May 2021. Since the commercial launch, the 
product has performed well above forecasts and enjoyed a first mover advantage. While 
concerns about potential new competition weighed on the stock in late 2022, the company 
delivered another strong earnings report during the first quarter and once again raised their 
estimated total available market size for PYLARIFY.

• Skyline Champion is the second largest manufacturer and retailer of manufactured and 
mobile homes in North America. The company is benefiting both from a constrained supply 
of single-family homes and challenging housing affordability metrics that are pushing 
buyers into the more affordable manufactured home category. While mortgage rates for 
conventional home loans have increased over the last year, rates on loans for manufactured 
homes have not increased as much. Skyline Champion is further benefiting from traditional 
homebuilders looking to source more homes from Skyline Champion’s factory rather than 
building on-site homes. The market’s optimism for the company to take advantage of these 
opportunities and continuous margin and free cash flow improvement drove the stock 
higher during the quarter.

Detractors
• From a sector perspective, the fund’s underweight position in consumer discretionary had 

a negative impact on relative performance. Unfavorable stock selection in the industrials 
sector also negatively impacted relative performance. From an individual stock perspective, 
Ameris Bancorp, Veradigm Inc. and United Therapeutics detracted the most from 
performance among individual companies.

• Ameris Bancorp is a regional bank with operations across several southeast states, primarily 
Georgia and Florida. Regional bank stocks were hurt during March after the failure of both 

Data is based on total gross assets 
before any fees are paid; any cash held 
is included. The portfolio is actively 
managed and holdings are subject to 
change. References to specific securities 
or industries should not be considered 
a recommendation. Holdings may 
combine more than one security from 
the same issuer and related depositary 
receipts. Portfolio weight calculations 
include accrued interest. For current 
holdings, please visit our website.

Top Ten Equity  
Holdings (%)

Rambus Inc. 2.0

Weatherford International 
plc 1.9

Lantheus Holdings, Inc. 1.6

Kadant Inc. 1.5

Clean Harbors, Inc. 1.4

Vontier Corporation 1.4

Northern Oil and Gas, Inc. 1.4

Skyline Champion 
Corporation 1.4

Herc Holdings, Inc. 1.3

BellRing Brands, Inc. 1.3

Total 15.3
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Silicon Valley Bank and Signature Bank, as investors feared a contagion effect of deposits 
outflows and tightening credit availability. Although Ameris stock declined along with 
banks and the financial sector within the index, we note the company has a very granular 
loan and deposit base without the concentration of more troubled banks, and very strong 
capital levels highlighted by an 8.7% Tangible Common Equity ratio. There was no change 
in our position during the quarter.

• Veradigm (formerly Allscripts) provides software to hospital and healthcare systems. The 
company’s products are used in the management of revenue, medical records and emergency 
rooms and more physicians use Veradigm’s electronic medical records than any other 
vendor. After inconsistent financial performance during 2022, the company had another 
difficult quarter, as it announced an internal control failure stemming from a software 
tool that became active in third quarter of 2021. As a result of the internal control failure, 
the company expects to restate its earnings, reducing reported revenue for the trailing five 
quarters and increasing revenue reported in quarters prior to the third quarter of 2021. The 
company does not expect to report any changes in cash flow as a result of the restatements. 
The filings have challenged our investment thesis, and we have reduced our investment in 
the company.

• United Therapeutics is a commercial stage and highly profitable biotechnology company 
with a focus on treating rare lung and cardiovascular diseases. The stock had strong 
performance at the end of 2022 after regulatory approval and early adoption of a new 
product. In early 2023, investor focus shifted to potential competitive products advancing 
through clinical trials. The prospects of greater competition combined with a broad sell-
off in health care and biotechnology stocks resulted in a decline in the share price for 
the quarter. Our perspective on the competitive outlook and the company’s long term 
fundamentals remains favorable, and there was no change in our position. 

Outlook
• We remain committed to identifying inefficiencies in the small-cap market that result in 

stock prices and valuations that do not accurately reflect our assessment of the underlying 
value of corporate enterprises. This approach is applied consistently over time, regardless of 
the current market environment.

• While many forms of inefficiency may exist, we focus on companies that are 
misunderstood, underfollowed or in the midst of a “special situation” where we believe we 
can use our strengths in the form of our time horizon, resource deployment or a willingness 
to solve complex situations. We require fundamentally sound business models, capable 
management teams and financial stability. Key to our process is identifying distinct, 
company-specific catalysts on the horizon to sustain, enhance or highlight the fundamental 
outlook. 

• Our goal is to achieve an attractive total return for our investors, while managing to an 
appropriate level of risk over a market cycle.
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About Risk
Equity securities are volatile and can decline significantly in response to broad market and 
economic conditions. Smaller company investments can be more volatile than those of larger 
companies. Value investing carries the risk that a security can continue to be undervalued by 
the market for long periods of time. Foreign and emerging market securities may be subject 
to greater political, economic, environmental, credit, currency and information risks. Foreign 
securities may be subject to higher volatility than US securities due to varying degrees of 
regulation and limited liquidity. These risks are magnified in emerging markets.

Russell 2000® Value Index measures the performance of the small cap value segment of the US 
equity universe. It includes those Russell 2000 companies with lower price-to-book ratios and lower 
forecasted growth values. The Russell 2000 Value Index is constructed to provide a comprehensive 
and unbiased barometer for the small cap value segment.

Indexes are unmanaged and do not incur fees. It is not possible to invest directly in an index. 
Russell Investment Group is the source and owner of the trademarks, service marks and copyrights 
related to the Russell Indexes. Russell® is a trademark of Russell Investment Group.Indexes 
are unmanaged and do not incur fees. It is not possible to invest directly in an index. Russell 
Investment Group is the source and owner of the trademarks, service marks and copyrights related 
to the Russell Indexes. Russell® is a trademark of Russell Investment Group. 

Outlook as presented in this material reflects subjective judgments and assumptions of the portfolio 
team and does not necessarily reflect the views of Loomis, Sayles & Company, L.P. There is no 
assurance that developments will transpire as stated. Opinions expressed will evolve as future events 
unfold.

Before investing, consider the fund’s investment objectives, risks, charges, and 
expenses. Please visit www.loomissayles.com or call 800-633-3330 for a prospectus 
and a summary prospectus, if available, containing this and other information. Read 
it carefully.

Natixis Distribution, LLC (fund distributor, member FINRA|SIPC) and Loomis, Sayles & 
Company L.P. are affiliated.

LS Loomis | Sayles is a trademark of Loomis, Sayles & Company, L.P. registered in the US Patent 
and Trademark Office.
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