
Portfolio Manager Scott Gates discusses the Fund’s outperformance 
compared to its benchmark, the potential drivers of 2022 small-cap 
performance, and where opportunities lie.

Q1.  What drove the significant 2021 outperformance of the Friess Small Cap 
Growth Fund compared with its small-cap benchmark?

Over the one-year period ended December 31, 2021, the Fund (SCGFX) rose 32.68% 
while the Russell 2000 Growth Index only gained 2.83%. The key drivers of the Fund’s 
outperformance of over 2900 basis points were stocks in the technology, industrials and 
consumer discretionary sectors. The Fund had the largest overweight positions in these 
three areas of the market compared with the Index benchmark. 

While we are pleased with short-term performance, we prefer investors focus on building 
wealth over the longer term. To that end, over the three-, five- and 10-year periods as of 
year-end 2021, the Fund has handily outperformed the Russell 2000 Growth Index. 

Scott Gates is the lead portfolio manager.
The investment team includes Scott Gates 
and three research analysts who have 
average tenure of 16 years at Friess and 
average investment industry experience 
of 25 years.
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Friess Associates is an independently 
owned boutique investment management 
firm with an institutional focus founded 
by Foster Friess more than 47 years ago. 
Friess’ sole focus is growth equity  
investing with a research-driven  
investment approach. 
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Q2.  What surprised you the most about the economy and the market in 2021? 

The U.S. appears to be in a very fluid environment. The start of 2021 looked promising with 
new COVID-19 vaccines, accommodative fiscal and monetary stimulus, and a core inflation 
of only 1.4%. We exited 2021 with a highly contagious COVID variant, tighter U.S. monetary 
policy, 6.8% inflation, and rising tensions with China, Russia and Iran. 

While small-cap performance was above average with the Russell 2000 Index rising 14.8%, 
on a relative basis, small stocks trailed large-caps by the widest gap since 1998. In general, 
the larger the market cap, the better the stock performed. However, many of the large 
companies with top performance possess high multiples with little-to-no earnings and 
negative cash flows.

For the Friess Small Cap Growth Fund, we maintain our process of isolating rapidly growing 
smaller companies with earnings acceleration regardless of the macroenvironment.

Performance (%)

1 Year 3 Year 5 Year* 10 Year*

Institutional Class (SCGFX) 32.68% 25.50% 21.93% 18.15%
Russell 2000® Growth Index 2.83 21.17 14.53 14.14
Morningstar Small Growth Category Average 11.89 25.87 18.09 15.16
Morningstar Ranking (%) 5 50 – –
# of Funds in Category 615 580 – –

Performance data quoted represent past performance, which does not guarantee future results. 
Investment return and principal value will fluctuate, so that your shares, when redeemed, may 
be worth more or less than their original cost. Current performance may be lower or higher than 
performance data quoted. The Fund’s Adviser has contractually agreed, through at least April 30, 
2022, to waive its management fees and/or pay Fund expenses. Otherwise, returns would be lower. 
Per the Fund’s prospectus dated April 30, 2021, actual gross/net operating expense ratios are 
1.64%/1.20% (Institutional shares) and 2.13%/1.45% (Investor shares), respectively. Current month-
end data available at friessfunds.com. Short-term performance, in particular, may not be indicative 
of future performance, and an investment should not be made based solely on returns.



Investors should carefully consider the Fund’s investment objectives, risks, charges and expenses before investing. For this and other 
information, please call (855) 656-3017 or visit friessfunds.com. Read the prospectus carefully before investing.
*Performance shown prior to May 31, 2017 is for Series B Units of the Friess Small Cap Trust (the “Predecessor Fund”), an unregistered Delaware Business Trust 
that commenced operations on August 6, 2002. The Predecessor Fund offered Series A and Series B Units. Performance is shown for Series B Units because Series 
B Units have been outstanding since inception of the Predecessor Fund. Returns for Series A Units, for the periods they were outstanding, would generally have 
been higher than returns for Series B Units. The Predecessor Fund was reorganized into the Fund by transferring all of the Predecessor Fund’s assets to the Fund in 
exchange for Institutional Class shares of the Fund on May 31, 2017, the date that the Fund commenced operations (the “Reorganization”). The Predecessor Fund has 
been managed in the same style as the Fund will utilize and by the same Investment Adviser and Sub-Adviser. The Fund’s investment objective, policies, guidelines 
and restrictions are, in all material respects the same as those of the Predecessor Fund. At the time of the Reorganization the Predecessor Fund’s investment 
portfolio was managed by the same portfolio manager and team of investment professionals who will manage the Fund’s investment portfolio. The Investor Class 
commenced operations on May 31, 2017. Performance shown prior to inception of the Investor Class is based on the performance of the Predecessor Fund, adjusted 
for the higher expenses applicable to Investor Class shares. The Predecessor Fund was not subject to certain investment restrictions, diversification requirements 
and other restrictions of the Investment Company Act of 1940, as amended (the “1940 Act”) or Subchapter M of the Internal Revenue Code of 1986, as amended (the 
“Code”), which, if they had been applicable, might have adversely affected the Predecessor Fund’s performance.

Morningstar rankings are based on a fund’s average annual total return relative to all funds in the same Morningstar category. Fund performance used within the 
rankings, reflects certain fee waivers, without which, returns and Morningstar rankings would have been lower. The highest (or most favorable) percentile rank is 1 
and the lowest (or least favorable) percentile rank is 100. ©2021 Morningstar, Inc. All Rights Reserved. The information 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.

Earnings growth is not a forecast of the Fund’s future performance. Earnings growth for a Fund holding does not guarantee a corresponding increase in 
the market value of the holding or the Fund.
Mutual fund investing involves risk. Friess Small Cap Growth Fund invests in small-cap companies, which involve additional risks such as limited liquidity and greater volatility. The Fund may 
also invest in depositary receipts, which are generally subject to the same risks as the foreign securities because their values depend on the performance of the underlying foreign securities.

Click here for definitions and other disclosures. Active Share is the percentage of stock holdings in a manager’s portfolio that differs from the benchmark index. Free cash flow is the cash 
left over after paying operating expenses and capital expenditures.

Fund is distributed by Foreside Fund Services, LLC.

Q3.  What might drive small-cap stock performance in the 
new year? 

We believe the U.S. is in a constructive environment for small 
companies based on our growth prospects and relative 
valuations. Two trends drive this opinion:

1. The inflationary environment. Historically, small-caps have 
been the only major asset class to return more than the 
inflation rate in every decade since the 1930s. In heightened 
inflation, small-cap companies’ balance sheets can be 
nimble. In addition, many inflationary periods accompany 
solid economic growth, and in those environments, small-
cap companies tend to perform well.

2. Increased spending cycle. The Philadelphia Fed 
Manufacturing Index, which measures manufacturing 
growth, is currently at the high end of its range and appears 
to be heading higher. Many management teams at large-cap 
companies we speak with have indicated that their focus 
has been on capital expenditure (capex) spending. Rising 
capex bodes well for small-cap companies as they are often 
utilized when their larger counterparts purchase equipment, 
build factories and increase capacity.

Q4. Where have you been finding more opportunities?

Our research continues to uncover high-quality smaller 
companies with differentiating secular ideas, multiple catalysts 
to drive the stock price, and the ability to take advantage of the 
current environment. Importantly, we are not lacking ideas. It is 
currently a very competitive environment to get ideas into the 
portfolio.

Currently among the Fund’s 45 holdings, approximately 40% are 
in the Russell 2000 Value Index. While this is a high percentage 
compared to history, we do not actively look for value-oriented 
companies. Rather we are forward-looking, seeking companies 
that can deliver on their earnings. We also focus on the 
difference between Wall Street’s view and our internal research 
to determine whether there is opportunity for a stock to deliver a 
much higher price going forward.
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