
1

Global Growth Fund
Small/Mid Cap  
Managed Account

2023

MARCH 31MANAGED ACCOUNT 

COMMENTARY

For Investment Professional Use Only. Not For Further Distribution.

Quarterly Review
• Market performance varied significantly between large cap stocks and small cap and growth to value, with large 

cap growth stocks generally leading for the quarter after being one of the worst performing domestic equity 
sectors during 2022. Similarly, after generally leading the market throughout 2022, small cap value stocks were 
one of the few market segments to post a decline in the first quarter.

• Overall, domestic stock indices began the year with a strong advance, primarily driven by moderating inflation 
measures, speculation the Federal Reserve (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 more optimistic scenarios was 
diminished in early February with another Fed rate increase and hawkish comments on inflation, leaving little 
doubt the Fed was committed to seeing its inflation reduction plan through to its end. By March, a consequence 
of the considerable monetary stimulus in the wake of COVID-19 followed by rapid Fed tightening in our view 
became evident, as sudden weakness emerged in the deposit and asset base of many regional banks. Subsequent 
deposit outflows were more 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. Unfortunately, the Small/
Mid Cap strategy had a small holding in Signature Bank at the time of the banks regulatory seizure. 

• The Small/Mid Cap strategy outperformed the Russell 2500 benchmark (+0.75% gross and underperformed 
-0.01% on a net of wrap fee basis) despite the sudden reversal of market leadership noted above. Key factors 
included a significant underweight versus the benchmark in the poor performing financials sector leading 
to positive sector allocation. Stock selection was mostly neutral as strong stock selection in the information 
technology, energy and consumer discretionary sectors was offset by lagging selection in communication services 
and financials. 

• An underweight position to financials (and banks) and good performance in stock selection within the 
information technology and energy sectors was responsible for the outperformance. During the quarter 
positions in National Instruments Corporation and Skyline Champion Corp., our top two, added the most to 
performance.

• National Instruments Corporation provides instrumentation that helps engineers and scientists to accelerate 
innovation. The company has a modular process that allows for rapid low cost testing of electrical signals like 
voltage, vibration and frequency. National Instruments targets fast growing end-markets including space, 
electric vehicles and clean energy. The end market exposure combined with expense discipline has positioned 
the company to deliver accelerating revenue growth and margin expansion. In early January, Emerson Electric 
(EMR) approached National Instruments with a takeover proposal and as a result National Instruments hired 
financial advisors to explore strategic alternatives. Multiple strategic suitors have since expressed an interest in 
purchasing the company, and the strategic review is ongoing.  

• Skyline Champion Corp. is currently the second largest manufacturer and retailer of manufactured and 
mobile homes in North America. The company has been benefiting from a constrained supply of single-family 
homes and challenging housing affordability metrics, which has been 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 has further 
benefited from traditional homebuilders looking to source more homes from Skyline Champion’s factory instead 
of building an on-site house. The market appeared optimistic for the company to take advantage of these 
potential opportunities and continuous margin and free cash flow improvement helped drive the stock higher 
during the quarter.

• Detracting from relative return was an overweight to energy and lagging stock selection in the communication 
services, financials and industrials sector. During the quarter, positions in Signature Bank and Liberty Media 
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SiriusXM, our bottom two, detracted the most to performance.

• Signature Bank was a highly respected commercial bank, in our view, headquartered in New York City. The 
bank was operating with a concentrated deposit base of large commercial real estate companies and digital asset 
companies. While the relationships with these customers appeared strong, post the wind-down of peer Silvergate 
Capital during the quarter, soon followed by the failure of Silicon Valley Bank, many of Signature’s deposit 
customers quickly lost confidence in the bank’s future stability. Requests for large deposit withdrawals led the 
Federal Deposit Insurance Agency (FDIC) to quickly seize the bank over a weekend despite strong capital levels. 
In retrospect, the impact of rapid withdrawals on the bank’s large amount of deposits above the FDIC’s insured 
limit was a metric investors had underestimated, but put Signature Bank in a very risky position as the run on 
deposits at Signature Bank led to its demise.

• Liberty SiriusXM is a tracker stock within the Liberty Media universe of media, entertainment and 
communications companies. The primary asset of the company is the majority holding of the outstanding shares 
of SiriusXM, the subscription based satellite radio company. SiriusXM shares declined meaningfully during the 
quarter due largely to concerns over weaker subscription trends in 2023 as the economy slows. Liberty Sirius 
traded in near lockstep with its largest asset, also declining during the quarter. With Liberty Sirius trading 
at a discount to the net asset value (NAV) of its holdings, we have maintained our investment based on our 
assessment that a path exists to close the discount and revalue the stock higher. In our view, the path to close 
the discount is largely based upon the now majority  ownership of SiriusXM shares, and the November 2022 
announcement that Liberty Sirius planned to spin or divest its remaining assets in Live Nation, Formula One 
and Liberty Braves. We believe this would simplify Liberty SiriusXM and make an eventual combination with 
SiriusXM at full value of NAV an increasingly likely event.

Outlook
• We remain committed in seeking to identify inefficiencies in the small/mid cap market resulting in stock prices 

and valuations not accurately reflecting our assessment of the underlying value of the corporate enterprise.

• 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. Fundamental to our process are distinct, company 
specific catalysts on the horizon to sustain, enhance, or highlight the fundamental outlook.  

• These principles are applied consistently over time, regardless of the current market environment. With a “margin 
of safety” and a proper time horizon, our goal is to achieve an attractive total return for our investors, while 
managing to an appropriate level of risk.
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Important Disclosure

Key Risks: Equity Risk, Market Risk, Non-US Securities Risk, Liquidity Risk. Investing involves risk including possible loss of 
principal.

This marketing communication is provided for informational purposes only and should not be construed as investment advice. Any 
opinions or forecasts contained herein reflect the subjective judgments and assumptions of the authors only and do not necessarily 
reflect the views of Loomis, Sayles & Company, L.P. Investment recommendations may be inconsistent with these opinions. There is no 
assurance that developments will transpire as forecasted and actual results will be different. Data and analysis does not represent the 
actual or expected future performance of any investment product. Information, including that obtained from outside sources, is believed 
to be correct, but Loomis Sayles cannot guarantee its accuracy. This information is subject to change at any time without notice.

Indices are unmanaged and do not incur fees. It is not possible to invest directly in an index.

Market conditions are extremely fluid and change frequently.

Commodity interest and derivative trading involves substantial risk of loss.

Top two and bottom two holdings may not be representative of current or future holdings and will evolve over time. The examples above 
do not represent all securities purchased, sold or recommended for client accounts. They should not be considered specific investment 
recommendations or representative of other investments made by Loomis Sayles. A list showing the contribution of each holding to the 
overall performance of the representative account during the measurement period is available upon request.

Holdings analysis is shown for a representative account as supplemental information. Due to systems limitations it is difficult to analyze 
sector distribution on a composite basis. This representative account was selected because it closely reflects the Loomis Sayles Small/Mid 
Cap investment strategy. Due to guideline restrictions and other factors, there is some dispersion between the returns of this account and 
other accounts managed in the Small/Mid Cap investment style.

Diversification does not ensure a profit or guarantee against a loss.

Any investment that has the possibility for profits also has the possibility of losses, including the loss of principal.

There is no guarantee that the investment objective will be realized or that the strategy will generate positive or excess 
return.

Past performance is no guarantee of future results.
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