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DEAR FELLOW SHAREHOLDERS:
If there was one single event that stood out 

in the past quarter, it was Federal Reserve 
(Fed) Chairman Ben Bernanke remarking that 
the Fed might taper or phase out “quantitative 
easing” in the near future. Speaking in May, 
Chairman Bernanke’s comments had a 
distinctly unsettling effect on the markets, 
which until then had continued to gain 
ground, building upon a strong first quarter. 
From that point on, interest rates began  
to climb and investors grew nervous. The 
markets became increasingly volatile, setting 
off a string of eight consecutive swings of 
more than 100 points in the Dow Jones 
Industrial Average beginning in mid-June 
and culminating with a 354-point drop on 
June 20th. Subsequent to June 20th, the 
Dow rose a total of 151 points to close at 
14,910 on June 28th, the last trading day of 
the quarter. On a total-return basis, the Dow 
was up 2.92% in the second quarter, which 
was certainly a moderation from the 11.93% 
return in the first quarter.

Although it is quite possible, perhaps  
even likely, that we’ll see more of the same 
volatility in the near term, I am encouraged 
by the prospect of the Fed’s taper. I think the 
economy has experienced modest, yet real, 

improvement and the time has come for  
the Fed to dial back on quantitative easing. 
Started in late 2008 and now in its third 
round, quantitative easing — Fed purchases 
of Treasury and mortgage-backed securities — 
 is a stimulus program that supports bond 
prices and suppresses interest rates. The 
hope all along has been that quantitative 
easing would enable the economy to return 
to normalcy more quickly.

The situation reminds me of an admonition 
from William McChesney Martin, who served 
as Fed Chairman under five presidents from 
1951 to 1970. During President Eisenhower’s 
first term, Chairman Martin quipped that it 
was the Fed’s job “to take away the punch 
bowl just when the party gets going.” My fear 
is that in the current situation, the Fed has 
continued to spike the punch bowl for too 
long and the partygoers are getting a bit tipsy. 
But my hope is that as quantitative easing 
gradually comes to an end, we’ll see interest 
rates rise modestly and slowly, and the 
partygoers will all get home safe and sound.

ECONOMY
My outlook has been slowly improving for 

three main reasons. First, the economy does 
seem to be gaining traction. Second, and  

this is a big change, the U.S. budget deficit 
has been shrinking as a percentage of  
gross domestic product (GDP). Third, the 
bond market has sold off, largely in response 
to Chairman Bernanke’s remarks in May 
regarding the prospect of the Fed’s taper 
over the next several quarters.

Overall, despite the market volatility in 
June, I am encouraged by what I see as  
positive developments for the economy. 
Earlier in the year, many people were 
concerned about the potential negative 
effects of sequestration (the automatic  
cuts in the federal budget). As it turns out, 
consumer spending has held up. And I think 
most people are now feeling that the effects 
of sequestration were not so bad after all.

In terms of economic data, some of the 
figures are quite surprising. After peaking in 
recent years at over 10% of GDP, our federal 
budget deficit is projected to drop to about 
5% for 2013. Running a deficit at 10% of 
GDP is not sustainable, in my opinion. At 
5%, I think the deficit is still a bit on the high 
side, but it’s definitely a big improvement. 
And I’m hopeful that the deficit will soon 
come down to the 3% vicinity, which is much 
more reasonable based on historical data. So 
it appears to me that the country is emerging 
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from the economic jam. Some might argue 
that we need more deficit spending because 
unemployment has been sticky on the high 
side, and I think that’s a plausible argument. 
Nevertheless, progress is certainly being 
made as indicated by the shrinking budget 
deficit, and sequestration has had a hand in 
that. While the car may not be doing 65 and 
the engine may not be firing on all cylinders, 
thankfully we are moving down the road.

Although the unemployment rate tipped 
up recently, which would normally be 
considered a negative development, there  
is reason for optimism here too. This is 
because the labor-participation rate has also 
increased, contrary to concerns that many 
of the unemployed are discouraged and 
dropping out of the labor market. In fact,  
a growing number of previously discouraged 
workers are now looking for jobs, which 
means that more people are counted as 
unemployed. While this trend increases  
the reported unemployment rate, it actually  
indicates an improving economy and 
increasing optimism among the jobless.

The uncertainty regarding the phasing  
out of quantitative easing is not whether 
interest rates will rise — they will — but 
whether the Fed can maintain control as 
they rise. I think most people expect that 
interest rates will increase, and many people 
want higher rates, particularly those who  
are on the verge of retiring and are looking 
for shorter-term alternatives to equities. 
Somewhat higher rates would also give small 
and mid-size businesses better access to 
credit because banks and other providers of 
capital would have more of an incentive to 
lend. Allowing interest rates to rise moderately 
would signal a true return to normalcy.

While the credit markets, as reflected in 
interest rates and spreads, were roiled by 
Chairman Bernanke’s remarks, the equity 

markets were less affected overall, despite 
the increased short-term volatility. Credit 
investors seem to believe that today’s 
fledgling economic strength is merely the 
by-product of quantitative easing and that 
once it is tapered, the economy will grind  
to a halt. On the other hand, equity investors 
apparently regard the limited economic 
improvement as genuine and accept 
Chairman Bernanke’s remarks as further 
evidence of normalization. This divergence  
of opinions implies that one of these  
two investor groups is likely to end up  
being disappointed. My view is that equity 
investors have it right, and I am growing 
more confident that our recovery is sluggish 
but genuine.

I believe that Chairman Bernanke’s 
indication of reduced Fed intervention is a 
step in the right direction. He’s saying that 
the Fed is going to slowly back out of asset 
purchases, even if this disrupts the markets 
to some extent. The reality is that some 
disruption is a positive development for our 
long-term economic health. The Fed has to 
break the artificial cycle of “printing money” 
to support bond prices and keep interest 
rates low. Just the same, we shouldn’t be 
surprised by those who complain loudly that 
Chairman Bernanke is taking away the punch 
bowl too soon. But from my perspective,  
this more-sober behavior is long overdue.

“THE ECONOMY  
HAS EXPERIENCED 
MODEST, YET REAL, 
IMPROVEMENT.”

Looking abroad, Japan captured worldwide 
attention when Prime Minister Shinzo Abe 
unveiled “Abenomics,” an unprecedented 
mix of monetary stimulus, additional 
government spending and pro-growth 
policies that include devaluing the yen to 
provide Japanese exporters with a competitive 
advantage. There is some concern that 
Abenomics could introduce a global round  
of competitive currency devaluations. In my 
opinion, this is unlikely because Japan has 
borne other countries’ currency devaluations 
for many years. So I think Prime Minister 
Abe is simply playing catch-up. I doubt  
that other countries will retaliate. Instead,  
I believe they will let Japan have its due.

The longer-term fear is that Abenomics 
could lead to inflation. My view, however,  
is that aging populations around the world 
create enormous pressure to keep  
inflation in check. Inflation is terrible for 
senior citizens because they tend to have 
little debt and their incomes are relatively 
fixed. If prices go up, many seniors would  
be in trouble. For young people, inflation 

decreases debt burdens while wages tend to 
go up. This creates an intergenerational 
challenge that I think will be resolved to the 
benefit of seniors because the demographic 
shift is in their favor. So for Japan, Europe 
and the U.S., I don’t think much inflation is 
on the horizon. This also leads me to believe 
that Prime Minister Abe’s policies will be 
relatively successful.

MARKETS
The steady gains recorded by the S&P 500 

Index in the first quarter and through 
mid-second quarter were interrupted starting 
in May by Chairman Bernanke’s talk of a 
reduction in quantitative easing. Despite the 
ensuing volatility that accelerated into June, 
the S&P 500 finished the second quarter with 
a positive return of 2.91%. Meanwhile, bonds 
continued their decline, with the Barclays 
Capital U.S. Aggregate Bond Index down 
2.32% in the second quarter after a modest 
loss in the first quarter. Given my belief that it 
is only a matter of when, not if, interest rates 
rise, I once again caution investors about the 
risk of principal erosion in bonds — particularly 
in bonds with longer maturities.

For the 12 months ended June 30, 2013, 
the S&P 500 was up 20.60% in a remarkably 
smooth ascent overall, the recent volatility 
notwithstanding. As equity markets have 
advanced, concern has grown among some 
investors that valuations have become less 
attractive. By one measure, the Shiller P/E  
(price-to-earnings) Ratio, which considers 
current stock prices relative to inflation-
adjusted earnings over the past 10 years, 
valuations appear elevated. Throughout the 
second quarter, the Shiller P/E was over 20, 
a level that is high by historical standards.  
In the last 10 years (encompassing two 
recessions), however, real earnings grew by 
only 3.6% per year. In the prior 10 years,  
real growth was about 6% per year. My view, 
therefore, is that earnings in the last 10 years 
were somewhat depressed, and that the Shiller 
P/E is likely to decline and appear more 
attractive as earnings rise going forward.

The reasonableness of overall stock  
valuations depends in large part on whether 
the economy is headed back to normal.  
If that happens, we can expect to see higher 
growth rates among companies, which would 
make stock valuations more attractive. Apart 
from some SaaS (software-as-a-service) 
companies and some less economically 
sensitive companies that I consider expensive, 
I continue to find many stocks trading at P/E 
ratios of about 15, based on projected 2014 
earnings. To me, that’s somewhere in the 
mid-range of valuations, maybe on the  
high side of the mid-range, but I wouldn’t  
say these stocks are overvalued. In addition, 
these are stocks of what I believe are 
excellent companies with strong competitive 
advantages and top-notch managements.  

I would start to worry if I saw signs of excess 
in the economy or if I could only find 
second-rate companies trading at reasonable 
P/E ratios, but that’s clearly not the case today.

“THE FED HAS 
TO BREAK THE 
ARTIFICIAL CYCLE 
OF ‘PRINTING 
MONEY’ TO SUPPORT 
BOND PRICES AND 
KEEP INTEREST 
RATES LOW.”
WASATCH

Effective June 7th, Wasatch announced 
that cash flows into the Emerging Markets 
Small Cap Fund (WAEMX) were further 
restricted. The Fund had already been 
operating under a “soft close,” which made the 
Fund unavailable to most new shareholders. 
The further restrictions recently implemented 
also make the Fund unavailable to additional 
investments from existing shareholders who 
purchased the Fund through an intermediary, 
such as an independent financial advisor.  
In general, the Fund will continue to accept 
additional investments from existing 
shareholders who purchased directly through 
Wasatch, through a retirement plan, or via 

the loyal financial advisors who have  
an existing relationship with Wasatch.

We sincerely appreciate all of the  
shareholders who have purchased the 
Emerging Markets Small Cap Fund and other 
Wasatch funds. Due to the inconvenience for 
our shareholders, we make every effort to avoid 
a “hard close” on any of our funds. However, 
we are also mindful of the need to occasionally 
limit a fund’s assets in order to preserve the 
fund’s investment discipline, particularly for  
a fund that focuses on small cap stocks.

At Wasatch, we continue to believe that 
emerging markets offer attractive growth 
potential, based on favorable demographics 
and company valuations. For shareholders 
who are looking to add emerging-markets 
exposure to their portfolios, we also offer the 
Wasatch Frontier Emerging Small Countries 
Fund (WAFMX) and the Wasatch Emerging 
Markets Select Fund (WAESX). Both of 
these funds, similar to the Emerging Markets 
Small Cap Fund, are managed within  
the Wasatch international equity team  
and employ the same investment process.  
As always, please be sure to read the  
prospectus before investing in any fund.

With sincere thanks for your continued 
investment and for your trust,

Sam Stewart

RISKS AND DISCLOSURES
Investing in small- or micro-cap funds will be more 

volatile and loss of principal could be greater than 
investing in large-cap or more diversified funds. 
Investing in foreign securities, especially in frontier  
or emerging markets, entails special risks, such as 
unstable currencies, highly volatile securities markets 
and political and social instability, which are described 
in more detail in the prospectus. 

Being non-diversified, some Wasatch funds can 
invest a larger portion of their assets in stocks of a 
limited number of companies than diversified funds. 
non-diversification increases the risk of loss to these 
funds if the values of these securities decline.

The investment objective of the Wasatch Emerging 
Markets Small Cap, Wasatch Emerging Markets Select, 
and Wasatch Frontier Emerging Small Countries Funds 
is long-term growth of capital.

Information in this document regarding market or 
economic trends or the factors influencing historical  
or future performance reflects the opinions of 
management as of the date of this document. These 
statements should not be relied upon for any other 
purpose. Past performance is no guarantee of future 
results, and there is no guarantee that the market 
forecasts discussed will be realized.

DEFINITIONS
Gross domestic product (GDP) is a basic measure 

of a country’s economic performance and is the 
market value of all final goods and services made 
within the borders of a country in a year.

Mortgage-backed securities are debt issues backed 
by a pool of mortgages. Investors receive payments 
from the interest and principal payments made on the 
underlying mortgages.

The price-to-earnings or P/E ratio is the price of  
a stock divided by its earnings per share.

Quantitative easing is a government monetary  
policy used to increase the money supply by buying 
government securities or other securities from the 
market. Quantitative easing increases the money 
supply by flooding financial institutions with capital in 
an effort to promote increased lending and liquidity.

Valuation is the process of determining the current 
worth of an asset or company.

The Dow Jones Industrial Average is the most 
widely used indicator of the overall condition of the 
U.S. stock market. It is a price-weighted average  
of 30 blue chip stocks, primarily industrial stocks, 
traded on the New York Stock Exchange. 

The S&P 500 Index includes 500 of the United 
States’ largest stocks from a broad variety of industries. 
The Index is unmanaged but is a commonly used 
measure of common stock total return performance.

The Barclays Capital U.S. Aggregate Bond Index 
covers the U.S. investment grade fixed rate bond 
market, including government and corporate  
securities, agency mortgage pass-through securities, 
and asset-backed securities. 

You cannot invest directly in these or any indices.

In August of this year, Wasatch will be moving into a new office at the University of Utah Research 
Park in Salt Lake City. The mission of the Research Park is to attract and promote the growth 
of industrial technology, to foster the economic growth and development of Utah by providing an 
environment conducive to the interaction of the University and industrial communities,  
and to encourage the transfer of University research and technology to the private sector for 
the creation of jobs and state revenues. We are excited about the move into our new office,  
and we look forward to welcoming you there for any upcoming client visits.

OUR NEW LOCATION
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Africa’s Population Trends
By Age Group
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DRIVERS FOR ECONOMIC GROWTH IN  
SUB-SAHARAN AFRICA INCLUDE:

»» YOUNG, expanding populations
»» URBANIZATION and nascent consumer 

economies
»» GREATER political stability and better 

economic policies
»» ADVANCEMENTS in education
»» GRADUALLY improving infrastructure and 

power-sector reform
»» LOW levels of debt among consumers, 

corporations and governments

At Wasatch Advisors, we believe Africa  
has made significant social and economic 
progress, and is now poised for a new wave 
of economic development that can fully 
unlock the potential of its attractive  
demographics and rich natural resources.  
In fact, we think certain sub-Saharan African 
countries have the type of potential today 
that China had about a decade ago.

A FAVORABLE DEMOGRAPHIC WINDOW
In developing countries like those in Africa, 

mortality rates fall as health, nutrition and 
incomes improve. Families respond by 
having fewer children, because the  
importance of children as wage earners 
diminishes relative to the financial costs of 
raising them. So, ultimately, fertility rates 
decline along with falling mortality rates. 
However, the long lag between the drop in 
mortality and the drop in fertility creates a 
population explosion in which the number  
of young people increases rapidly. In fact,  
the average African is currently only 19 years 
old. And by 2050, the population of Africa 
will approximately double to about 2 billion 
people. The favorable demographic trends 
can be seen in the graph to the left.

The most-obvious benefit is a burgeoning 
labor force from which businesses can draw 
without putting upward pressure on wages. 

An important spin-off effect is an increase  
in per-capita GDP resulting from the higher 
percentage of working individuals in the 
population relative to dependents (children 
and those over 65). The falling ratio of 
dependents per worker also boosts savings 
and investment.

AN “ACTIVE MANAGER’S DREAM”
As active portfolio managers, our philosophy 

at Wasatch Advisors has always been to focus 
on areas where we believe we can add value 
relative to a passive investment approach. 
This philosophy led us first to small- and 
micro-cap investing in the United States, and 
then to smaller companies in foreign-developed 
and less-developed markets. We think the 
companies operating in Africa offer some of 
the next great investment opportunities. Due 
to this enormous potential we see in Africa, 
we’re frankly surprised that African countries 
are not more heavily weighted in the frontier 
emerging markets indices.

The reasons for our favorable outlook on 
Africa include what we believe to be attractive 
demographics, low debt levels, a healthy 
business environment for companies that are 
expanding quickly, and low analyst coverage 
of many stocks. As we analyze individual 
companies, we are most interested in finding:

»» HEALTHY balance sheets and cash-flow 
statements

»» HIGH revenue and earnings growth  
rates or projected growth rates

»» REASONABLE stock valuations relative  
to their growth rates

»» SUSTAINABLE competitive advantages
»» EXPERIENCED, proven management 

teams
In Africa, the potential rewards we 

encounter also come with the investment 
risks inherent in less-developed countries and 
smaller companies. This balance of potential 
rewards and risks is why we describe the 

region as an “active manager’s dream.”  
It’s also why on-the-ground research— 
meeting with the people and visiting the 
companies—is more important than ever.  
In fact, Laura Geritz, Lead Portfolio Manager 
of the Wasatch Frontier Emerging Small 
Countries Fund (WAFMX), estimates that in 
less than two years since the Fund’s launch 
she has flown over 150,000 miles in her 
search for the best growth companies around 
the world. We believe Wasatch is uniquely 
positioned to find investment opportunities  
in Africa because we are willing to dig deep 
to find them.

Information in this report regarding market or 
economic trends or the factors influencing historical  
or future performance reflects the opinions of 
management as of the date of this report. These 
statements should not be relied upon for any other 
purpose. Past performance is no guarantee of future 
results, and there is no guarantee that the market 
forecasts discussed will be realized.

The investment objective of the Wasatch Frontier 
Emerging Small Countries Fund is long-term growth  
of capital.

RISKS
Investing in small cap funds will be more volatile and 

loss of principal could be greater than investing in large 
cap or more diversified funds. Investing in foreign 
securities, especially in frontier and emerging markets, 
entails special risks, such as unstable currencies, 
highly volatile securities markets and political and 
social instability, which are described in more detail  
in the prospectus. Being non-diversified, WAFMX can 
invest a larger portion of its assets in the stocks of a 
limited number of companies than a diversified fund. 
Non-diversification increases the risk of loss to the 
Fund if the values of these securities decline.

DEFINITIONS
Earnings Growth is a measure of growth in  

a company’s net income over a specific period,  
often one year. 

In his book, Through the Dark Continent, 
journalist and explorer Henry Morton Stanley 
was among the first to designate Africa  
“The Dark Continent.” This romantic name 
reflected the fact that, despite its proximity 
to Europe, Africa was a largely unknown  
and mysterious area of the world to 
19th-century Europeans.

Perceptions of Africa as a backward, 
undeveloped land of harsh terrain and dim 
prospects have been slow to change. The 
truth is that Africa has made significant 
advancements in recent years, and each 
incremental improvement unlocks the 
potential for future improvement. In stark 
contrast to the notion of a dark continent, 
Africa today is home to millions of bright, 
motivated people whose primary goal is to 
seek better lives for themselves and their 
families. Outdated attitudes and perceptions 
about Africa frequently overshadow the 
continent’s attractiveness for investment. 

However, the disconnect between perception 
and reality has created significant  
opportunities for investors willing to roll up 
their sleeves and put boots on the ground.

A REGION RICH IN POTENTIAL
Africa is the second-most populated 

continent, and the African people account 
for about 15% of the world’s total inhabitants. 
Between 1975 and 2000, Africa’s population 
expanded from 416 million to 811 million. 
And the continent’s population is now  
well over 1 billion, of which 355 million  
are already considered middle class. Most 
projections indicate that this population 
expansion will continue. Furthermore, 
according to economic data from the World 
Bank, Africa includes seven of the top 10 
fastest-growing countries globally. Regarding 
resources, the continent has 12% of  
the world’s oil reserves and 42% of its gold.

At Wasatch Advisors, most of our  
investments in Africa are concentrated in  
the sub-Saharan region that includes 48 
countries that roughly sit below the Sahara 
Desert. Sub-Saharan Africa is home to what 
we believe are some of the most-attractive  
frontier markets and emerging small countries 
throughout the world. For example,  
according to the World Bank, real GDP 
growth in sub-Saharan Africa has averaged 
greater than 5% per year since 2001. And 
growth is expected to be even more robust  
in the years ahead. The International 
Monetary Fund (IMF) predicts that 10 of  
the 21 quickest-growing countries (based on 
real GDP) in the next five years will be in 
sub-Saharan Africa. As a whole, sub-Saharan 
Africa is the second-fastest growing region  
in the world, after Asia.

A BRIGHT OUTLOOK FOR AFRICA 

REPORT FROM RESEARCH

Source: United Nations, Department of Economic and Social Affairs, Population Division (2011): World Population Prospects:
The 2010 Revision. UN estimates for 1950 to 2010. UN projections based on medium-fertility variant for 2015 to 2050.
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The Total Annual Fund Operating Expenses 
for the Emerging Markets Select, Core Growth, 
Frontier Emerging Small Countries, Emerging 
India, Emerging Markets Small Cap, Global 
Opportunities, Heritage Growth, International 
Growth, International Opportunities, Large Cap 
Value, Long/Short, Micro Cap, Micro Cap Value, 
Small Cap Growth, Small Cap Value, Strategic 
Income, Ultra Growth, World Innovators, 
Wasatch-1st Source Income, and Wasatch-
Hoisington U.S. Treasury are 2.27%, 1.23%, 
3.64%, 3.41%, 2.13%, 1.84%, 1.03%, 1.57%, 
2.48%, 1.15%, 1.51%, 2.14%, 2.32%, 1.26%, 
1.29%, 1.23%, 1.52%, 1.87%, 0.71%, and 
0.72% respectively. Total Annual Fund 
Operating Expenses include direct expenses 
paid to the advisor as well as indirect expenses 
incurred by the Fund as a result of its investments 
in other investment companies (each  
an Acquired Fund), before any expense 
reimbursements by the Advisor. See prospectus 
for expenses net of reimbursements.

Data shows past performance, which is not 
indicative of future performance. Current  
performance may be lower or higher than  
the data quoted. To obtain the most recent 
month-end performance data available, please 

visit www.WasatchFunds.com. The Advisor 
may absorb certain Fund expenses, without 
which total return would have been lower. 
Investment returns and principal value will 
fluctuate and shares, when redeemed, may  
be worth more or less than their original cost.

Wasatch Funds will deduct a 2.00% 
redemption proceeds fee on all Fund shares 
held 60 days or less, except for the Wasatch 
Frontier Emerging Small Countries Fund that 
will deduct a 2.00% redemption fee on Fund 
shares held 90 days or less. Performance data 
does not reflect the deduction of other 
nonrecurring fees or taxes, which if reflected, 
would reduce the performance quoted. For 
more complete information including charges, 
risks and expenses, read the prospectus carefully.

RISKS:
Investing in micro, small and mid cap funds will be 

more volatile and loss of principal could be greater 
than investing in large cap or more diversified funds. 
Investing in foreign securities, especially in frontier and 
emerging markets, entails special risks such as 
currency fluctuations and political uncertainties, which 
are described in more detail in the prospectus. FMLSX 
makes short sales of securities which involve the risk 

that losses may exceed the original amount invested. 
Investing in fixed income securities, you are subject, 
but not limited to, the same interest rate, inflation and 
credit risk associated with the underlying fixed income 
securities owned by the Fund. Return of principal is not 
guaranteed. Being non-diversified, some Wasatch equity 
funds can invest a larger portion of their assets in the 
stocks of a limited number of companies than diversified 
funds. Non-diversification increases the risk of loss  
to these funds if the values of these securities decline.

An investor should consider investment 
objectives, risks, charges and expenses 
carefully before investing. To obtain  
a prospectus containing this and other 
information visit www.WasatchFunds.com  
or call 800.551.1700. Please read it  
carefully before investing.

The S&P 500 Index is shown as a general 
representation of equity markets. It is not the primary 
benchmark for most of the Wasatch funds, and therefore 
is not the most appropriate performance comparison 
for each individual fund. 

 
CFA-is a trademark owned by the CFA Institute.
Wasatch Funds are distributed by ALPS Distributors, Inc.                                                                    
WAS003156    Exp. 10/20/2013 

Despite offering the potential for attractive 
returns and diversification (which could 
reduce overall portfolio volatility), global 
small cap investing is often overlooked by 
both institutions and individuals. The sheer 
number of small companies in the U.S. and 
abroad versus the scarcity of investment 
analysts who follow them makes it difficult  
to identify some of the best prospects.

Relatively few portfolio managers have the 
resources necessary to consistently uncover 
compelling investments in this space. For 
those with access to substantial worldwide 
research capabilities, however, there are 
opportunities to find reasonably priced small 
cap companies with significant growth 
potential before they are widely recognized 
in the marketplace.

“THE BEST OF WASATCH”
The Wasatch Global Opportunities Fund 

(WAGOX) has invested in small cap U.S. 
and international companies (less than  
$5 billion in market capitalization) since its 
inception on November 17, 2008. The Fund 
can be described as “the best of Wasatch” 
because its holdings include the developed 
and emerging markets companies where 
Wasatch has the highest conviction.  
The fund’s bottom-up investment strategy 
relies on in-depth fundamental research,  
as well as vital on-the-ground intelligence 

gathered in company visits and meetings 
with suppliers, competitors, distributors  
and clients.  

The Global Opportunities Fund draws upon 
both the substantial U.S. small-company 
research platform that Wasatch has 
developed since its founding in 1975 and 
the international research platform that was 
implemented in 2000 with the launch of the 
Wasatch World Innovators Fund (WAGTX). 
Since then, Wasatch has grown both its 
international-research capabilities and  
its international offerings, which now also 
include the Wasatch Emerging India, 
Emerging Markets Select, Emerging 
Markets Small Cap, Frontier Emerging 
Small Countries, International Growth  
and International Opportunities Funds.

JB Taylor and Ajay Krishnan co-manage 
the Global Opportunities Fund. JB, who 
manages the U.S. portion of the Fund, is 
also the Lead Portfolio Manager of the 
Wasatch Core Growth Fund (WGROX) and a 
Portfolio Manager of the Wasatch Small Cap 
Growth Fund (WAAEX), both of which 
primarily invest in U.S. small companies.  
He has been with Wasatch since 1996.  
Ajay Krishnan manages the international 
portion of the Fund, which includes 
companies in both developed markets and 
emerging markets. Krishnan, who has  
been with Wasatch since 1994, believes 
having a global team, experienced in small 
cap investing, is a competitive advantage.  
“Our collaborative culture promotes an  
active exchange of ideas across strategies,” 
he says. “Our process leverages our best 
ideas across our entire research team to 
build a broadly diversified global portfolio, 
stock by stock.”

RISKS
Investing in small cap funds will be more volatile 

and loss of principal could be greater than investing  
in large cap or more diversified funds. Investing in 
foreign securities, especially in frontier and emerging 
markets, entails special risks such as unstable  
currencies, highly volatile securities markets and  
political and social instability, which are described  
in more detail in the prospectus.

Being non-diversified, some Wasatch funds can 
invest a larger portion of their assets in stocks of a 
limited number of companies than diversified funds.  
Non-diversification increases the risk of loss to these 
funds if the values of these securities decline.

MORNINGSTAR DISCLOSURE:
The Wasatch Global Opportunities Fund received a  

3-star rating out of 759 World Stock Funds as of 
6/30/13. For each fund with at least a three-year 
history, Morningstar calculates a Morningstar Rating™ 
based on a Morningstar Risk-Adjusted Return measure 
that accounts for variation in a fund’s monthly 
performance (including the effects of sales charges, 
loads, and redemption fees), placing more emphasis 
on downward variations and rewarding consistent 
performance. The top 10% of the funds in each 
category receive 5 stars, the next 22.5% receive 4 
stars, the next 35% receive 3 stars, the next 22.5% 
receive 2 stars, and the bottom 10% receive 1 star. 
(Each share class is counted as a fraction of one fund 
within this scale and rated separately, which may 
cause slight variations in the distribution percentages.) 
© 2013 Morningstar, Inc. All rights reserved. The 
information contained herein (1) is proprietary to 
Morningstar and/or its content providers; (2) may not 
be copied or distributed; and (3) is not warranted to be 
accurate, complete, or timely. Neither Morningstar nor 
its content providers are responsible for any damages 
or losses arising from any use of this information.

WASATCH GLOBAL  
OPPORTUNITIES FUND (WAGOX)

MUTUAL FUND SPOTLIGHT

TICKER: 
WAGOX

INCEPTION: 
11/17/2008

OBJECTIVE: 
Seeks long-term growth of capital

INVESTMENT APPROACH:
Under normal market conditions,  
the Fund invests primarily in equity 
securities of foreign and domestic 
small cap companies with market 
capitalizations of less than  
$5 billion at the time of purchase. 

MORNINGSTAR RATING:

(Out of 759 funds in the World Stock category. 
Overall rating based on risk-adjusted returns 
as of 6/30/13.)

FUND NAME TICKER INCEPTION DATE MORNINGSTAR
CATEGORY

1 YEAR
AVERAGE

5 YEAR
AVERAGE

10 YEAR
AVERAGE

SINCE
INCEPTION

Core Growth WGROX 12/8/86 Small Growth 23.64 11.28 9.15 12.22

Emerging India WAINX 4/26/11 India Equity 9.20 -1.90

Emerging Markets Select WAESX 12/13/12 Diversified EM -2.90*

Emerging Markets Small Cap WAEMX 10/1/07 Diversified EM 10.56 10.26 5.87

Frontier Emerging Small Countries WAFMX 1/31/12 Diversified EM 40.08 30.49

Global Opportunities WAGOX 11/17/08 World Stock 21.29 24.90

Heritage Growth WAHGX 6/18/04 Mid-Cap Growth 13.73 7.40 6.08

International Growth WAIGX 6/28/02 Frn Sm-Md Grwth 27.56 9.26 13.04 12.28

International Opportunities WAIOX 1/27/05 Frn Sm-Md Grwth 25.79 8.28 9.66

Large Cap Value FMIEX 9/25/96 Large Value 20.48 4.03 9.05 9.40

Long/Short FMLSX 8/1/03 Long/Short Equity 16.95 6.42 6.62

Micro Cap WMICX 6/19/95 Small Growth 18.92 7.42 8.05 16.66

Micro Cap Value WAMVX 7/28/03 Small Growth 28.86 10.05 11.85

Small Cap Growth WAAEX 12/8/86 Small Growth 19.30 12.76 9.19 12.27

Small Cap Value WMCVX 12/17/97 Small Growth 29.32 7.49 9.22 12.05

Strategic Income WASIX 2/1/06 Mid-Cap Blend 19.59 7.48 5.92

Ultra Growth WAMCX 8/17/92 Small Growth 17.37 7.24 5.91 9.85

World Innovators WAGTX 12/19/00 World Stock 21.52 11.71 10.16 7.67

BOND FUND NAME TICKER INCEPTION DATE MORNINGSTAR
CATEGORY

1 YEAR
AVERAGE

5 YEAR
AVERAGE

10 YEAR
AVERAGE

SINCE
INCEPTION

1st Source Income FMEQX 9/24/96 Short-Term Bond -0.43 3.42 3.03 4.48

Hoisington US Treasury WHOSX 12/8/86 Long Government -12.08 8.79 6.83 8.00

INDEX NAME 1 YEAR
AVERAGE

5 YEAR
AVERAGE

10 YEAR
AVERAGE

SINCE
INCEPTION

S&P 500 TR USD 20.60 7.01 7.30

FUND PERFORMANCE Average Annual Total Returns
for the Period Ended June 30, 2013

*Not annualized. The fund is less than one year old.



HOW TO INVEST  
www.WasatchFunds.com

OPEN A NEW ACCOUNT
Visit our website to download account applications, request the  

forms via U.S. Mail, or open an account online. You can also  
contact a Shareholder Services Representative at 800.551.1700  
to request the necessary forms or to open an account via wire.

INVEST AUTOMATICALLY
Money from your bank account can be automatically invested  

in your Wasatch Funds account. Visit our website or contact a 
Shareholder Services Representative at 800.551.1700 to  
establish an Automatic Investment Plan (AIP) with Wasatch Funds.

ADD TO AN EXISTING ACCOUNT
Add to your existing account online or by contacting a Shareholder 

Services Representative at 800.551.1700.

CONTACT WASATCH 
shareholderservice@wasatchfunds.com
 
SHAREHOLDER SERVICES
800.551.1700
Monday-Friday, 7:00 a.m.-7:00 p.m. Central Time (CT)

REGULAR MAIL
P.O. Box 2172
Milwaukee, WI 53201-2172

OVERNIGHT DELIVERY
803 West Michigan Street, Suite A
Milwaukee, WI 53233-2301
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