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William Blair US Smid Growth Fund Update:  

August 2022 

Portfolio Review 

The Fund trailed the Russell 2500 Growth benchmark in the month of August. Relative performance was driven by 
a combination of style dynamics and stock-specific factors. From a style perspective, our typical underweight to 
companies without earnings, along with our bias towards more consistent business models, were headwinds 
during the period. From a stock-specific perspective, selection in Health Care, including our position in Azenta, 
detracted from relative returns. Other laggards included SolarEdge Technologies (Information Technology), 
Builders FirstSource (Industrials), Mercury Systems (Industrials) and Trex Company (Industrials). Conversely, our 
top individual contributors included Denbury (Energy), Wolfspeed (Information Technology), National Vision 
Holdings (Consumer Discretionary), Cameco Corp (Energy) and New Fortress (Energy). 

Value Core Growth

Month to Date

Russell 3000 -2.99 -3.73 -4.44

Russell 1000 -2.98 -3.84 -4.66

Russell Midcap -3.06 -3.14 -3.28

Russell 2500 -3.14 -2.66 -1.90

Russell 2000 -3.16 -2.05 -0.94

Quarter to Date

Russell 3000 3.62 5.30 6.98

Russell 1000 3.45 5.12 6.78

Russell Midcap 5.28 6.42 8.56

Russell 2500 6.24 7.41 9.29

Russell 2000 6.21 8.18 10.15

Year to Date

Russell 3000 -10.00 -16.92 -23.13

Russell 1000 -9.85 -16.90 -23.19

Russell Midcap -11.80 -16.53 -25.09

Russell 2500 -11.46 -16.01 -22.89

Russell 2000 -12.17 -17.16 -22.29

Source: FactSet; Eagle 
Past Performance is not a guarantee of future results.  A direct investment is an index is not possible. 

The Russell 3000 Index measures the performance of the all-cap segment of the U.S. equity universe. The Russell 1000 Index measures the performance of the large-
cap segment of the U.S. equity universe. It includes approximately 1000 of the largest securities based on a combination of their market cap and current index 
membership. The Russell Midcap Index measures the performance of the mid cap segment of the U.S. equity universe. It includes approximately 800 of the smallest 
securities in the Russell 1000 Index based on a combination of their market cap and current index membership. The Russell 2500 Index measures the performance of 
the small to mid-cap segment of the U.S. equity universe. It includes approximately 2500 of the smallest securities in the Russell 3000 Index based on a combination 
of their market cap and current index membership. The Russell 2000 Index measures the performance of the small cap segment of the U.S. equity universe. It includes 
approximately 2000 of the smallest securities in the Russell 3000 Index based on a combination of their market cap and current index membership. Core returns 
represent the Total Return indices. The value segments of these indices include companies with lower price-to-book ratios and lower forecasted growth values. The 
growth segments of these indices include companies with higher price-to-book ratios and higher forecasted growth values. 

Market Performance 

U.S. equity indices declined in August, as stronger than expected 
corporate earnings and slowing inflation were counterbalanced by the 
Fed’s commitment to continue to bring inflation lower. 

At the annual Jackson Hole meeting of global central banks near month 
end, Fed Chair Powell noted the Fed will continue to use restrictive policy 
to tame inflation, which may result in slower economic growth and softer 
labor market conditions.   

U.S. employment data was strong, with the non-farm payrolls print 
showing that 528K jobs were created in July and hiring had picked up 
significantly across sectors. 

Style Performance 
Growth indices outperformed value indices in the smaller cap segment of 
the market and trailed value in the larger cap segment in August, while 
growth indices outperformed value indices across the market cap 
spectrum in the quarter-to-date period. 

Over the year-to-date period, value indices outperformed growth indices 
across all market caps.  

Market Cap Performance 

In August, small caps outperformed large caps in the growth indices, 
while there was minimal performance dispersion across market caps in 
the value indices. 

In the quarter-to-date period, smaller caps outperformed larger caps 
across the style spectrum, while year-to-date, large caps modestly 
outperformed small caps in value and there was minimal performance 
dispersion among market caps in growth. 
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August Contributors 
 

Denbury (DEN) is an E&P company focused on using CO2 injection, often called tertiary or enhanced 
recovery, to produce oil in both the Rocky Mountains and Gulf Coast regions. Because Denbury is 
increasingly sourcing CO2 from industrial companies that would otherwise be emitting it into the 
atmosphere if not captured, we believe Denbury has among the best ESG profiles of all E&P companies 
given that a rising portion of its oil production is actually negative net carbon to the overall environment. 
Shares advanced during the month as the U.S. Congress approved a bill that will increase the tax credit for 
carbon capture and storage, which is likely to incentivize companies to capture and store emissions, 
providing a tailwind for Denbury’s business. We continue to believe Denbury is well positioned in the 
growing tertiary recovery industry given its existing carbon infrastructure, strong balance sheet and 
excellent operating history. 
 
 
Wolfspeed (WOLF) produces wide bandgap semiconductors for products and materials used in power 
management and radio frequency applications that houses all the specialty semiconductor activities 
based on silicon carbide and gallium nitride chemistries.  Wolfspeed sells both the silicon carbide wafers 
to others as well as makes its own silicon carbide devices based on their internally produced wafers. The 
company reported better than expected results and importantly, raised long term revenue and earnings 
guidance well in advance of Wall Street expectations. We maintained our position. 

 
 
 

August Detractors 
 

SolarEdge Technologies (SEDG) is the world’s largest manufacturer of solar inverters employing 
Modular Level Power Electronics (MLPE) which allows a solar array to produce the maximum power 
from each module. While demand remains strong, the company reported lower-than-expected margins 
and guidance due to COVID-related headwinds, putting pressures on shares during the month. We 
continue to believe the high value proposition of SolarEdge's products, continued geographic expansion, 
scale and technological innovation will drive market share gains in the long term. Accordingly, we added 
to our position.  
 
 
Trex Company (TREX) is the industry leader in composite residential decking. The company has a 
material cost advantage relative to its competitors, driven by its use of recycled plastic as an input in its 
composite decking, which has allowed it to introduce lower-priced products that are increasingly 
attractive relative to wood. Trex reported quarterly results that were ahead of expectations, but indicated 
lower guidance for the balance of 2022 and early 2023. Specifically, the company indicated channel 
destocking as well as tougher comparisons in the second half of 2022 and early next year.  Along with 
other building materials stocks, shares were also pressured by concerns of rising rates.  Customer 
conversion from wood to composite boards continues to accelerate due to its ease of use, length of life 
and shrinking cost difference. We trimmed our position. 
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