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VAM US Micro Cap Growth Fund

Launch Date: 17th January 2003

Assets Under Management: 
$38.82 Million (Underlying Driehaus Capital
Management LLC Strategy: $2.64 Billion)

Investment Manager
Driehaus Capital Management LLC

Portfolio Managers:
Jeff James (Lead)
Michael Buck

Investment Strategy

The Fund employs the Driehaus Micro 
Cap Growth Strategy which exploits equity 
market inefficiencies that materialise 
following inflection points, combining 
fundamental, behavioural and macro 
analysis. The Fund is an active, conviction-
based portfolio, generally fully invested in 
90 to 200 holdings with position weights 
generally between 0.1% and 3%.

Fund Top 5 Holdings as of 31/05/2021:

Ultra Clean Holdings, Inc. 2.20%

Celsius Holdings, Inc. 2.00%

Calix, Inc. 2.00%

Lovesac Company 1.84%

Springworks Therapeutics, Inc. 1.83%

PORTFOLIO POSITIONING & OUTLOOK 

The June quarter was another positive period of appreciation for the US equity market. The single digit percentage gains for the 
indices were broad-based but most of the market was stuck in a sideways consolidation. The churning, rotating action was below 
the surface of the S&P 500 and Nasdaq, both of which reached new all-time highs driven by the strength of the largest technology 
stocks.

The consistent retreat in bond yields during the quarter was a major factor driving the direction of stocks. The decline in yields 
occurred despite elevated inflationary pressures and robust economic growth. Growth stocks were supported by the falling yields, 
and driven by strong performance in the technology and health care sectors. Cyclical stocks (outside of the energy sector) and 
“reopening” stocks generally underperformed in the second half of the quarter as yields continued to fall and concerns about 
“peak” growth and the emerging Delta variant increased. 

From a macro standpoint, the combination of very strong monetary and fiscal stimulus is providing tremendous support for the 
post-Covid economic recovery. The successful uptake of the Covid vaccines by nearly 70% of US adults is enabling the economic 
reopening. These factors, together with powerful pent-up consumer demand and very low inventories across most industries, are 
producing economic strength and a rapid recovery in the labour market, but are also fuelling the threat of inflation.

The pace and sustainability of inflation have been an all-consuming topic for the market. The Federal Reserve believes it is 
transitory, but how long is transitory? Many indicators suggest the rate of inflation may have already peaked versus easy year-
over-year comparisons. Peak stimulus and peak economic growth rates may have already occurred, a view corroborated by the 
decline in most commodity prices and bonds yields. Importantly, “peak” rates of growth don’t mean the end of the economic cycle. 
Inflation and economic growth can remain elevated for some time. The US economy is in year one of a new cyclical expansion 
and, for context, the last five US expansions lasted five to 10 years. Still, component and inventory shortages, together with labour 
shortages, will continue and are being reported (or complained about) by nearly every industry. Some fear this is holding back 
economic growth and is pressuring corporate margins and the potential for even higher earnings. That is likely true, but the 
interesting part is that supply chain and labour constraints will likely elongate the cycle and prevent overheating.

It has become widely understood by market participants that economic growth and earnings will be strong as the economy 
reopens. The ongoing consolidation or rotation over the past couple months, outside of some of the largest S&P 500 stocks, is likely 
the result of the market transiting through a period of uncertainty. There is uncertainty surrounding monetary policy as the Fed will 
soon begin to transition away from crisis level monetary accommodation via tapering of asset purchases. There is also uncertainty 
around the magnitude of deceleration in economic growth from peak growth rates to a more sustained (but still strong) level of 
economic growth. A series of economic indicators has missed expectations recently, but that is potentially due to component and 
labour shortages. As the market digests these uncertainties, it is likely setting up some appealing opportunities in the second half of 
the year as many cyclicals and small caps consolidate, and earnings and the economy establish a new sustainable level of growth. 

The Fund is currently closed to subscriptions.
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Of course, these scenarios could be disrupted if the variants cause Covid cases to spike and economic shutdowns are mandated. 
Positively, the evidence to date suggests the mRNA vaccines continue to perform relatively well versus the variants, especially in 
limiting severe disease, and new booster shots will likely become available versus the variants later this year.

The relative outperformance versus the Russell Micro Cap Growth Index was driven by the portfolio’s relative outperformance 
in several sectors including consumer discretionary, industrials, energy and technology. 

Despite the outperformance and positive absolute returns, it was a challenging quarter. The market’s stock and sector 
leadership were very rotational. Cyclical and reopening stocks which had performed well over the prior couple of quarters 
pulled back as bond yields declined, peak growth fears increased and as the Delta variant spread late in the quarter. 
Conversely, secular growth stocks, which had a poor first quarter, resumed their leadership and performed well late in the 
quarter. Macro factors, such as the daily direction of yields, risk factors and correlations appeared to be more impactful than 
bottom-up characteristics during the quarter. Many “reopening” stocks should handily exceed consensus expectations as 
their fundamental trends remain strong but most experienced multiple compression regardless. Despite this, the portfolio 
benefitted from strong earnings reports and being well diversified across the various growth categories (secular, cyclical, 
consistent, recovery) which helped it outperform. 

By sector, the Fund’s absolute and relative performance was broad-based as nearly all the major sectors contributed with 
positive absolute and relative returns, except health care, which was essentially in line, and financials, which trailed the 
benchmark by a small amount. The positive absolute returns for the quarter came from (in order of magnitude): consumer 
discretionary, energy, health care, consumer staples, industrials and technology. The positive relative returns for the quarter 
came from (in order of magnitude): consumer discretionary, industrials, energy, technology and consumer staples. 

Consumer Discretionary and Staples

The consumer discretionary sector holdings experienced strong returns (nearly 14%), adding over 300 basis points in absolute 
returns and 160 basis points on a relative basis, and was the portfolio’s largest sector overweight vs the benchmark. As the 
economy begins to reopen and the labour market recovers, the benefits of stimulus, very high savings rates and massive pent-up 
demand are driving consumer spending above expectations. Notable outperformers during the quarter included several specialty 
retailers, online gaming/casino vendors and leisure-product companies. Consumer staples also added nicely to outperformance 
as an energy drink producer, a wine producer and a skin-products company all performed strongly.

Industrials

The industrial sector also performed well. Outperformance of just over 140 basis points came from a handful of holdings in the 
aerospace, shipping, machinery and auto leasing industries. After a strong first quarter, leisure-focused airlines detracted from 
performance as cyclical and reopening stocks generally declined despite a robust recovery in demand. 

Energy

While it is a small weighting, the portfolio was overweight the energy sector and it returned almost 26% in the quarter, 
contributing over 130 basis points on an absolute basis and over 100 basis points relative. The sector is the best performing 
sector in the US market so far this year as Crude Oil surged to well over $70 by the end of the quarter. The sector has largely 
been abandoned by public investors in recent years due to poor returns and excess capital spending over the past decade. 
Now, the industry is more rational in how it spends capital, and the rig count is rising again as demand and the commodity 
price recover. From an ESG standpoint, the Manager carefully assesses each new holding. The Manager holds one oil service 
company that improves worker and well site safety, and an exploration and product company which has a target of being 
carbon neutral in the future. 
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Technology

Technology outperformed, contributing 61 basis points on both an absolute and relative basis. It continues to see strong 
fundamental trends in most of its sub-industries and the group was able to perform well as bond yields fell, enabling some 
multiple expansion. Software and IT service stocks recovered after they trailed in the first quarter. The performance of the Fund’s 
semiconductor and semi capital equipment holdings was mixed. Big picture, the outlook for semiconductors and related capital 
equipment remains bright as it is one of many industries seeing shortages as inventories are at very low levels. Telco equipment 
holdings performed well as rural broadband spending is robust due to government stimulus to upgrade connectivity in rural 
sections of the country. 

Health care

Health care also began to recover as bond yields fell. The portfolio’s health care holdings outperformed slightly as the sector 
contributed over 100 basis points on an absolute basis, but was neutral on a relative basis as the Fund was underweight the 
benchmark. It does remain the Fund’s largest sector weighting on an absolute basis. IPO activity within the group remains strong 
with many companies coming public during the quarter. The level of innovation the Manager sees in health care is exciting. 
Biotech/therapeutics, molecular diagnostics and med-tech all stand to benefit strongly looking forward, as these companies 
improve the standard of care and provide better outcomes for patients.

Outlook & Positioning 

The outlook for the economy, earnings and equities remains positive as there are multiple drivers supporting the economic 
reopening. The mRNA-based Covid-19 vaccines are working very well and appear to provide good protection from new variants. The 
percentage of adult Americans who are vaccinated is near 70%. The rise of the Delta variant is a concern, but the risk of it materially 
impacting the US economy is relatively low given the effectiveness of existing vaccines and additional boosters. For the most part, 
the US has now come close to fully reopening across the country. 

The Manager believes the US economy will likely sustain strong growth well into next year due to many positives, including the 
vaccines, pent-up demand, high savings rates, multi-decade low inventories, extremely easy monetary policy and large fiscal policy 
stimulus. Even as some of these inputs see “peak” growth or peak impact, they all should provide a series of strong tailwinds. 

Additionally, smaller cap valuations are favourable compared to large caps, with earnings growth rates that are much stronger than 
large caps. Micro and small caps generally perform well for years from the beginning of a new expansion. Post the Nasdaq Bubble 
and post the Great Financial Crisis, smaller caps outperformed large caps for five to six years. 

These positives need to be framed by the risks that exist. The numerous risks include the Delta and other virus variants, the sizeable 
segment of the population (about 25% in the US) that is hesitant or refuses to take one of the vaccines, inflation pressures, changes 
in monetary policy, major changes in interest rates, new regulations on business and higher taxes, a stronger Dollar, labour shortages 
and rising wages. All these risks are nuanced and may end up helping the market climb the wall of worry, but the Manager is 
monitoring each one carefully. 

The Manager is confident that the US has entered a new economic expansion with many powerful drivers. This should result in 
a sustained new economic cycle, and it anticipates broad participation from most sectors and industries, including both secular 
growth and cyclical companies. In terms of portfolio positioning, health care remains its largest absolute weight, followed by 
technology, consumer discretionary, industrials and financials. Versus the Index, the Fund is overweight consumer discretionary, 
industrials, energy and technology, and is underweight health care, financials, real estate and consumer staples. 

Overall, the Manager sees many dynamic investment opportunities in improving or sustainable industries, which fit its investment 
philosophy of companies exhibiting positive growth inflections, differentiation, market share gains, strong revenues and 
expanding profitability.

http://www.vam-funds.com


Sources: VAM Funds (Lux), Driehaus Capital Management LLC and Factset Research Systems, Inc.

Sector Attribution Analysis (Total Effect)*

*VAM Funds (Lux) - US Micro Cap Growth Fund vs the Russell Microcap Growth Index. Sector Attribution Analysis represents estimated performance and reflects the Fund’s 
performance within each MSCI GICS relative to its benchmark.
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VAM US Small Cap Growth Fund

Launch Date: 16th March 2001
    

Assets Under Management: 
$43.88 Million (Underlying Driehaus Capital
Management LLC Strategy: $1.88 Billion)

Investment Manager
Driehaus Capital Management LLC

Portfolio Managers:
Jeff James (Lead)
Michael Buck

Investment Strategy

The Fund employs the Driehaus Small Cap 
Growth Strategy which exploits equity 
market inefficiencies that materialise 
following inflection points, combining 
fundamental, behavioural and macro 
analysis. The Fund is an active, conviction-
based portfolio, generally fully invested in 
80 to 180 holdings with position weights 
generally between 0.1% and 4%.

Fund Top 5 Holdings as of 31/05/2021:

Crocs, Inc. 2.01%

Springworks Therapeutics, Inc. 1.99%

Natera, Inc. 1.86%

Caesars Entertainment Inc 1.76%

Calix, Inc. 1.60%

PORTFOLIO POSITIONING & OUTLOOK 

The June quarter was another positive period of appreciation for the US equity market. The single digit percentage gains for 
the indices were broad-based but most of the market was stuck in a sideways consolidation. The churning, rotating action was 
below the surface of the S&P 500 and Nasdaq, both of which reached new all-time highs driven by the strength of the largest 
technology stocks. 

The consistent retreat in bond yields during the quarter was a major factor driving the direction of stocks. The decline in yields 
occurred despite elevated inflationary pressures and robust economic growth. Growth stocks were supported by the falling yields, 
and driven by strong performance in the technology and health care sectors. Cyclical stocks (outside of the energy sector) and 
“reopening” stocks generally underperformed in the second half of the quarter as yields continued to fall and concerns about 
“peak” growth and the emerging Delta variant increased. 

From a macro standpoint, the combination of very strong monetary and fiscal stimulus is providing tremendous support for the 
post-Covid economic recovery. The successful uptake of the Covid vaccines by nearly 70% of US adults is enabling the economic 
reopening. These factors, together with powerful pent-up consumer demand and very low inventories across most industries, are 
producing economic strength and a rapid recovery in the labour market, but are also fuelling the threat of inflation.

The pace and sustainability of inflation have been an all-consuming topic for the market. The Federal Reserve believes it is 
transitory, but how long is transitory? Many indicators suggest the rate of inflation may have already peaked versus easy year-
over-year comparisons. Peak stimulus and peak economic growth rates may have already occurred, a view corroborated by the 
decline in most commodity prices and bonds yields. Importantly, “peak” rates of growth don’t mean the end of the economic cycle. 
Inflation and economic growth can remain elevated for some time. The US economy is in year one of a new cyclical expansion 
and, for context, the last five US expansions lasted five to 10 years. Still, component and inventory shortages, together with labour 
shortages, will continue and are being reported (or complained about) by nearly every industry. Some fear this is holding back 
economic growth and is pressuring corporate margins and the potential for even higher earnings. That is likely true, but the 
interesting part is that supply chain and labour constraints will likely elongate the cycle and prevent overheating.

It has become widely understood by market participants that economic growth and earnings will be strong as the economy 
reopens. The ongoing consolidation or rotation over the past couple months, outside of some of the largest S&P 500 stocks, is 
likely the result of the market transiting through a period of uncertainty. There is uncertainty surrounding monetary policy as 
the Fed will soon begin to transition away from crisis level monetary accommodation via tapering of asset purchases. There is 
also uncertainty around the magnitude of deceleration in economic growth from peak growth rates to a more sustained (but still 
strong) level of economic growth. A series of economic indicators has missed expectations recently, but that is potentially due to 

http://www.vam-funds.com
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component and labour shortages. As the market digests these uncertainties, it is likely setting up some appealing opportunities 
in the second half of the year as many cyclicals and small caps consolidate, and earnings and the economy establish a new 
sustainable level of growth. Of course, these scenarios could be disrupted if the variants cause Covid cases to spike and economic 
shutdowns are mandated. Positively, the evidence to date suggests the mRNA vaccines continue to perform relatively well versus the 
variants, especially in limiting severe disease, and new booster shots will likely become available versus the variants later this year.

The relative outperformance versus the Russell 2000 Growth Index was driven by the portfolio’s relative outperformance in the 
following sectors: industrials, technology, consumer staples and communication services. 

Despite the outperformance and positive absolute returns, it was a challenging quarter. The market’s stock and sector leadership 
were very rotational. Cyclical and reopening stocks which had performed well over the prior couple of quarters pulled back as 
bond yields declined, peak growth fears increased and as the Delta variant spread late in the quarter. Conversely, secular growth 
stocks, which had a poor first quarter, resumed their leadership and performed well late in the quarter. Macro factors, such as the 
daily direction of yields, risk factors and correlations appeared to be more impactful than bottom-up characteristics during the 
quarter. Many “reopening” stocks should handily exceed consensus expectations as their fundamental trends remain strong but 
most experienced multiple compression regardless. Despite this, the portfolio benefitted from strong earnings reports and being 
well diversified across the various growth categories (secular, cyclical, consistent, recovery) which helped it outperform. 

By sector, the Fund’s absolute and relative performance was broad-based as nearly all the major sectors contributed with positive 
absolute returns. Health care and financials both trailed the benchmark by a small amount, based on relative performance. The 
positive absolute returns for the quarter came from (in order of magnitude): technology, industrials, consumer staples, consumer 
discretionary, health care, communication services, materials and energy. 

Industrials

The industrials sector performed well. Outperformance of just over 70 basis points came from outperforming the benchmark 
and by being overweight the sector. Holdings in shipping, machinery and the business services industries performed well. After 
a strong first quarter, leisure-focused airlines detracted from performance as cyclical and reopening stocks generally declined 
despite a robust recovery in demand. 

Technology

Technology outperformed while contributing over 200 basis points on an absolute basis and over 60 basis points on a relative 
basis. The sector continues to see strong fundamental trends in most of its sub-industries and the group was able to perform 
well as bond yields fell, enabling some multiple expansion. Software and IT service stocks recovered after they trailed in the first 
quarter. The performance of the Fund’s semiconductor and semi capital equipment holdings was mixed. Big picture, the outlook 
for semiconductors and related capital equipment remains bright as it is one of many industries seeing shortages as inventories 
are at very low levels. Telco equipment holdings performed well as rural broadband spending is robust due to government 
stimulus to upgrade connectivity in rural sections of the country.

Consumer Discretionary and Staples

The consumer discretionary sector holdings performed largely in line with the benchmark on a relative basis. The portfolio 
continues to maintain overweight stance versus the benchmark. As the economy begins to reopen and the labour market 
recovers, the benefits of stimulus, very high savings rates and massive pent-up demand are driving robust consumer spending. 
Notable outperformers during the quarter included several specialty retailers, a shoe manufacturer, a casino operator and 
some leisure product companies. Consumer staples also added nicely to outperformance as an energy drink producer and a 
wine producer performed strongly. On the downside, a few outdoor-related leisure product manufacturers underperformed as 
“reopening stocks” generally experienced multiple contraction. 

http://www.vam-funds.com
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Energy 

While it is a small weighting, the portfolio was overweight the energy sector and it outperformed slightly versus the benchmark. 
The sector was the best performing sector in the US market in the first half of this year as Crude Oil surged to well over $70 by 
the end of the quarter. The sector has largely been abandoned by public investors in recent years due to poor returns and excess 
capital spending over the past decade. Now, the industry is more rational in how it spends capital, and the rig count is rising again 
as demand and the commodity price recover. From an ESG standpoint, the Manager carefully assesses each new holding. It holds 
one oil service company that improves worker and well site safety, and exploration and production companies that generally 
operate more efficiently and are more favourably rated from an ESG perspective than their peers in the industry. 

Health care 

Health care also began to recover as bond yields fell. The portfolio’s health care holdings outperformed slightly as the sector 
contributed nearly 50 basis points on an absolute basis but trailed slightly on a relative basis as the portfolio is underweight the 
benchmark. It did finish the quarter as the Fund’s largest sector weighting in absolute terms. IPO activity within the group remains 
strong with many companies coming public during the quarter. The level of innovation the Manager sees in health care is exciting. 
Biotech/therapeutics, molecular diagnostics and med-tech all stand to benefit strongly looking forward as these companies 
improve the standard of care and provide better outcomes for patients. 

Outlook and Positioning

The outlook for the economy, earnings and equities remains positive as there are multiple drivers supporting the economic reopening. 
The mRNA-based Covid-19 vaccines are working very well and appear to provide good protection from new variants. The percentage 
of adult Americans who are vaccinated is near 70%. The rise of the Delta variant is a concern, but the risk of it materially impacting the 
US economy is relatively low given the effectiveness of existing vaccines and additional boosters. For the most part, the US has now 
come close to fully reopening across the country. 

The US economy will likely have sustained strong growth well into next year due to many positives, including the vaccines, pent-
up demand, high savings rates, multi-decade low inventories, extremely easy monetary policy and large fiscal policy stimulus. 
Even as some of these inputs see “peak” growth or peak impact, they all should provide a series of strong tailwinds.

Additionally, smaller cap valuations are favourable compared to large caps with earnings growth rates that are much stronger 
than large caps. Micro and Small Caps generally perform well for years from the beginning of a new expansion. Post the Nasdaq 
Bubble and post the Great Financial Crisis, smaller caps outperformed large caps for five to six years. 

These positives need to be framed by the risks that exist. The numerous risks include the Delta and other virus variants, the sizeable 
segment of the population (about 25% in the US) that is hesitant or refuses to take one of the vaccines, inflation pressures, changes 
in monetary policy, major changes in interest rates, new regulations on business and higher taxes, a stronger Dollar, labour shortages 
and rising wages. All these risks are nuanced and may end up helping the market climb the wall of worry, but the Manager is 
monitoring each one carefully. 

The Manager is confident that the US has entered a new economic expansion with many powerful drivers. This should result in 
a sustained new economic cycle and it anticipates broad participation from most sector and industries, including both secular 
growth and cyclical companies. In terms of portfolio positioning, health care remains its largest absolute weight, followed by 
technology, consumer discretionary, industrials and financials. Versus the Index, the Fund is overweight industrials, technology, 
materials, consumer discretionary and energy, and is underweight health care, financials, real estate and consumer staples. 
During the quarter, sector weightings in health care and technology increased, while weightings in consumer discretionary and 
financials were reduced. 

Overall, the Manager sees many dynamic investment opportunities in improving or sustainable industries, which fit its 
investment philosophy of companies exhibiting positive growth inflections, differentiation, market share gains, strong revenues 
and expanding profitability.

vam-funds.com
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Sources: VAM Funds (Lux), Driehaus Capital Management LLC and Factset Research Systems, Inc.

Sector Attribution Analysis (Total Effect)*

*VAM Funds (Lux) - US Small Cap Growth Fund vs the Russell 2000 Growth Index. Sector Attribution Analysis represents estimated performance and reflects the Fund’s 
performance within each MSCI GICS relative to its benchmark.
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Launch Date: 29th April 2005

Assets Under Management: 
$38.05 Million (Underlying Driehaus Capital
Management LLC Strategy: $81.20 Million)

Investment Manager
Driehaus Capital Management LLC

Portfolio Managers:
Jeff James (Lead)
Michael Buck

Investment Strategy

The Fund employs the Driehaus Small/ 
Mid Cap Growth Strategy which exploits 
equity market inefficiencies following 
positive growth inflections, combining 
fundamental, macro and technical analysis. 
The Fund is an active, conviction-based 
portfolio, generally fully invested in 80 
to 150 holdings with position weights 
generally between 0.1% and 4%. 

Fund Top 5 Holdings as of 31/05/2021:

Crocs, Inc. 2.14%

Springworks Therapeutics, Inc. 1.90%

Five9, Inc. 1.80%

Caesars Entertainment Inc 1.79%

MKS Instruments, Inc. 1.71%

PORTFOLIO POSITIONING & OUTLOOK

The June quarter was another positive period of appreciation for the US equity market. The single digit percentage gains for the 
indices were broad-based but most of the market was stuck in a sideways consolidation. The churning, rotating action was below 
the surface of the S&P 500 and Nasdaq, both of which reached new all-time highs driven by the strength of the largest technology 
stocks. 

The consistent retreat in bond yields during the quarter was a major factor driving the direction of stocks. The decline in yields 
occurred despite elevated inflationary pressures and robust economic growth. Growth stocks were supported by the falling 
yields, and driven by strong performance in the technology and health care sectors. Cyclical stocks (outside of the energy sector) 
and “reopening” stocks generally underperformed in the second half of the quarter as yields continued to fall and concerns about 
“peak” growth and the emerging Delta variant increased. 

From a macro standpoint, the combination of very strong monetary and fiscal stimulus is providing tremendous support for the 
post-Covid economic recovery. The successful uptake of the Covid vaccines by nearly 70% of US adults is enabling the economic 
reopening. These factors, together with powerful pent-up consumer demand and very low inventories across most industries, are 
producing economic strength and a rapid recovery in the labour market, but are also fuelling the threat of inflation.

The pace and sustainability of inflation have been an all-consuming topic for the market. The Federal Reserve believes it is 
transitory, but how long is transitory? Many indicators suggest the rate of inflation may have already peaked versus easy year-
over-year comparisons. Peak stimulus and peak economic growth rates may have already occurred, a view corroborated by the 
decline in most commodity prices and bonds yields. Importantly, “peak” rates of growth don’t mean the end of the economic 
cycle. Inflation and economic growth can remain elevated for some time. The US economy is in year one of a new cyclical 
expansion and, for context, the last five US expansions lasted five to 10 years. Still, component and inventory shortages, together 
with labour shortages, will continue and are being reported (or complained about) by nearly every industry. Some fear this is 
holding back economic growth and is pressuring corporate margins and the potential for even higher earnings. That is likely true, 
but the interesting part is that supply chain and labour constraints will likely elongate the cycle and prevent overheating.

It has become widely understood by market participants that economic growth and earnings will be strong as the economy 
reopens. The ongoing consolidation or rotation over the past couple months, outside of some of the largest S&P 500 stocks, is 
likely the result of the market transiting through a period of uncertainty. There is uncertainty surrounding monetary policy as 
the Fed will soon begin to transition away from crisis level monetary accommodation via tapering of asset purchases. There is 
also uncertainty around the magnitude of deceleration in economic growth from peak growth rates to a more sustained (but still 
strong) level of economic growth. A series of economic indicators has missed expectations recently, but that is potentially due to 
component and labour shortages. As the market digests these uncertainties, it is likely setting up some appealing opportunities 
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in the second half of the year as many cyclicals and small caps consolidate, and earnings and the economy establish a new 
sustainable level of growth. Of course, these scenarios could be disrupted if the variants cause Covid cases to spike and economic 
shutdowns are mandated. Positively, the evidence to date suggests the mRNA vaccines continue to perform relatively well versus the 
variants, especially in limiting severe disease, and new booster shots will likely become available versus the variants later this year.

The relative outperformance versus the Russell 2500 Growth Index was driven by the portfolio’s relative outperformance in the 
following sectors: health care, communication services, energy, technology and consumer staples. 

Despite the outperformance and positive absolute returns, it was a challenging quarter. The market’s stock and sector leadership 
were very rotational. Cyclical and reopening stocks which had performed well over the prior couple of quarters pulled back as 
bond yields declined, peak growth fears increased and as the Delta variant spread late in the quarter. Conversely, secular growth 
stocks, which had a poor first quarter, resumed their leadership and performed well late in the quarter. Macro factors, such as the 
daily direction of yields, risk factors and correlations appeared to be more impactful than bottom-up characteristics during the 
quarter. Many “reopening” stocks should handily exceed consensus expectations as their fundamental trends remain strong but 
most experienced multiple compression regardless. Despite this, the portfolio benefitted from strong earnings reports and being 
well diversified across the various growth categories (secular, cyclical, consistent, recovery) which helped it outperform. 

By sector, the Fund’s absolute and relative performance was broad-based as all sectors contributed with positive absolute 
returns. Consumer discretionary and industrials both trailed the benchmark by a small amount, based on relative performance. 
The positive absolute returns for the quarter came from (in order of magnitude): technology, health care, communication 
services, energy, consumer discretionary, industrials and consumer staples. 

Technology

Technology outperformed while contributing over nearly 300 basis points on an absolute basis and over 20 basis points on a 
relative basis. The sector continues to see strong fundamental trends in most of its sub-industries and the group was able to 
perform well as bond yields fell, enabling some multiple expansion. Software and IT service stocks recovered nicely after they 
trailed in the first quarter. The performance of the Fund’s semiconductor and semi capital equipment holdings was mixed. Big 
picture, the outlook for semiconductors and related capital equipment remains bright as it is one of many industries seeing 
shortages as inventories are at very low levels. Telco equipment holdings performed well as rural broadband spending is robust 
due to government stimulus to upgrade connectivity in rural sections of the country.

Health care

Health care also began to recover as bond yields fell. The portfolio’s health care holdings outperformed slightly as the sector 
contributed nearly 180 basis points on an absolute basis and over 80 basis points on a relative basis. IPO activity within the group 
remains strong with many companies coming public during the quarter. The level of innovation the Manager sees in health care 
is exciting. Biotech/therapeutics, molecular diagnostics and med-tech all stand to benefit strongly looking forward as these 
companies improve the standard of care and provide better outcomes for patients. 

Energy

While it is a small weighting, the portfolio was overweight the energy sector and it outperformed slightly versus the benchmark. 
The sector was the best performing sector in the US market in the first half of this year as Crude Oil surged to well over $70 by 
the end of the quarter. The sector has largely been abandoned by public investors in recent years due to poor returns and excess 
capital spending over the past decade. Now, the industry is more rational in how it spends capital, and the rig count is rising again 
as demand and the commodity price recover. From an ESG standpoint, the Manager carefully assesses each new holding. It holds 
one oil service company that improves worker and well site safety, and exploration and production companies that generally 
operate more efficiently, and are more favourably rated from an ESG perspective than their peers in the industry. 

Consumer Discretionary

The consumer discretionary sector holdings trailed modestly versus the benchmark on a relative basis. The portfolio continues 
to maintain overweight stance versus the benchmark. As the economy begins to reopen and the labour market recovers, the 
benefits of stimulus, very high savings rates and massive pent-up demand are driving robust consumer spending. Notable 
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outperformers during the quarter included several specialty retailers, a shoe manufacturer, a casino operator and some leisure 
product companies. On the downside, a few outdoor-related leisure product manufacturers underperformed as “reopening 
stocks” generally experienced multiple contraction. 

Outlook & Positioning 

The outlook for the economy, earnings and equities remains positive as there are multiple drivers supporting the economic 
reopening. The mRNA-based Covid-19 vaccines are working very well and appear to provide good protection from new variants. The 
percentage of adult Americans who are vaccinated is near 70%. The rise of the Delta variant is a concern, but the risk of it materially 
impacting the US economy is relatively low given the effectiveness of existing vaccines and additional boosters. For the most part, 
the US has now come close to fully reopening across the country. 

The US economy will likely have sustained strong growth well into next year due to many positives, including the vaccines, pent-up 
demand, high savings rates, multi-decade low inventories, extremely easy monetary policy and large fiscal policy stimulus. Even as 
some of these inputs see “peak” growth or peak impact, they all should provide a series of strong tailwinds.

Additionally, smaller cap valuations are favourable compared to large caps with earnings growth rates that are much stronger than 
large caps. Micro and Small Caps generally perform well for years from the beginning of a new expansion. Post the Nasdaq Bubble 
and post the Great Financial Crisis, smaller caps outperformed large caps for five to six years. 

These positives need to be framed by the risks that exist. The numerous risks include the Delta and other virus variants, the sizeable 
segment of the population (about 25% in the US) that is hesitant or refuses to take one of the vaccines, inflation pressures, changes 
in monetary policy, major changes in interest rates, new regulations on business and higher taxes, a stronger Dollar, labour shortages 
and rising wages. All these risks are nuanced and may end up helping the market climb the wall of worry, but the Manager is 
monitoring each one carefully. 

The Manager is confident that the US has entered a new economic expansion with many powerful drivers. This should result in 
a sustained new economic cycle and it anticipates broad participation from most sector and industries, including both secular 
growth and cyclical companies. In terms of portfolio positioning, technology is its largest absolute weight, closely followed 
by health care, then consumer discretionary, industrials and financials. Versus the index, the Fund is overweight consumer 
discretionary, industrials, energy and materials, and is underweight health care, financials, real estate, technology and 
consumer staples. During the quarter, sector weightings in health care and technology increased, while weightings in consumer 
discretionary, industrials, financials were reduced. 

Overall, the Manager sees many dynamic investment opportunities in improving or sustainable industries, which fit its investment 
philosophy of companies exhibiting positive growth inflections, differentiation, market share gains, strong revenues and 
expanding profitability.

Sources: VAM Funds (Lux), Driehaus Capital Management LLC and Factset Research Systems, Inc.

Sector Attribution Analysis (Total Effect)*

*VAM Funds (Lux) - US Mid Cap Growth Fund vs the Russell 2500 Growth Index. Sector Attribution Analysis represents estimated performance and reflects the Fund’s 
performance within each MSCI GICS relative to its benchmark.
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Launch Date: 17th January 2003

Assets Under Management: 
$24.42 Million (Underlying Driehaus Capital
Management LLC Strategy: $24.70 Million)

Investment Manager
Driehaus Capital Management LLC

Portfolio Manager:
Jonathon Mershimer

 Investment Strategy

The Fund employs the Driehaus Large 
Cap Equity Strategy which employs an 
approach that invests in securities with 
characteristics favoured by the Driehaus 
investment philosophy. The Fund is an 
active portfolio, generally fully invested in 
80 to 140 holdings with position weights 
generally between 0.1% and 7%.

Fund Top 5 Holdings as of 31/05/2021:

Microsoft Corporation 5.79%

Apple Inc. 5.02%

Amazon.com, Inc. 3.92%

Alphabet Inc. Class C 3.33%

JPMorgan Chase & Co. 2.22%

PORTFOLIO POSITIONING & OUTLOOK

During the second quarter, the Fund slightly outperformed its respective benchmark. This outperformance was mostly driven by a 
combination of stock specific factors and systematic factor risk; the exposures taken towards industry and style factors.

From a style perspective, a slight overexposure to the volatility factor contributed to performance as this factor outperformed. 
Conversely, the exposure to the earnings yield factor detracted from performance.  

From an industry perspective, the Fund’s underweight in hotels, restaurants and leisure, and an overweight in consumer finance 
contributed to portfolio performance. However, an underweight in internet software and services detracted from performance during 
the quarter.

Over the longer term, the Manager believes that exposure to momentum, revision and valuation factors, while maintaining a higher 
quality bias, tends to find names that outperform. It continues to access the macro environment in determining different factors that 
may impact the composite score as way to tilt the alpha component.

Sources: VAM Funds (Lux), Driehaus Capital Management LLC and Factset Research Systems, Inc.

Sector Attribution Analysis (Total Effect)*

 *VAM Funds (Lux) - US Large Cap Growth Fund vs the Russell 1000 Growth Index. Sector Attribution Analysis represents estimated performance and reflects the Fund’s
performance within each MSCI GICS relative to its benchmark.
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VAM Emerging Markets Growth Fund

Launch Date: 1st June 2007

Assets Under Management: 
$30.48 Million (Underlying Driehaus Capital
Management LLC Strategy: $6.15 Billion)

Investment Manager
Driehaus Capital Management LLC

Portfolio Managers:
Howard Schwab (Lead)
Chad Cleaver
Richard Thies

Investment Strategy

The Fund employs the Driehaus Emerging 
Markets Growth Strategy which exploits 
equity market inefficiencies that materialise 
following inflection points, combining 
fundamental, behavioural and macro 
analysis. The Fund is an active, conviction-
based, all-capitalisation equity Fund that is 
generally fully invested in 80 to 110 holdings 
with position weights generally between 
0.1% and 7%.

Fund Top 5 Holdings as of 31/05/2021:

Taiwan Semiconductor Manufacturing 
Co., Ltd. Sponsored ADR 6.68%

Tencent Holdings Ltd. 5.97%

Samsung Electronics Co., Ltd. 5.75%

NVIDIA Corporation 2.12%

ASML Holding NV 2.06%

PORTFOLIO POSITIONING & OUTLOOK

Secular growth and work-from-home assets outperformed in 2020 as the world struggled with the initial onset of Covid-19. In the first 
quarter of 2021, cyclical and value assets rebounded as vaccines were rolled out and the world emerged from lockdown. That quickly led 
to myriad reports of inflation, with concerns amplified by the Fed’s stated willingness to let the economy run hot.

In the second quarter, the backdrop shifted as apprehension grew over peaking economic growth (the World Bank forecasts 5.6% world 
GDP growth in 2021 followed by 4.3% in 2022). And some of the concerns over inflation began to recede, at least temporarily. Several 
factors contributed to this.

First, the Fed indicated it may not be as dovish as previously thought. Despite the Fed’s average inflation targeting framework, the 
June Federal Open Market Committee meeting showed that most members expect at least two rate hikes in 2023 with some members 
expecting hikes as early as 2022. This meeting was taken to indicate that the Fed may not let the economy run as hot as previously 
expected, which in turn lowered long-term growth expectations and flattened the yield curve. After peaking on the last day of the first 
quarter at 1.74%, the US 10-year yield drifted downwards throughout the spring and finished the quarter below 1.50%.

Next, the price of key industrial commodities like copper and lumber rolled over during the quarter as demand softened (to some 
degree in response to the rapid increase in prices over the last year but also as supply bottlenecks eased). China also acted to contain 
commodity prices by announcing plans to release strategic reserves of metals onto the market. (One notable exception within 
commodities was Oil where prices have continued to climb as recovery demand has outpaced supply and the Organization of the 
Petroleum Exporting Countries has not yet been able to agree on production increases.)

Third, Covid-19 has continued to weigh on sentiment, particularly after the emergence of the highly contagious “Delta” variant. While 
early findings indicate that the main vaccines are effective against new variants including Delta, much of the world is still struggling to 
ramp up vaccinations, particularly within Emerging Markets (EM).

Finally, China continued to focus on limiting new credit growth and has been more focused on reorganising the economy than growing 
it, at least relative to recent history. Meanwhile, positioning had become increasingly concentrated in value and cyclical stocks as well as 
treasury shorts (betting that rates would continue to rise).

Aside from industry positioning data, the Manager’s team tracks the factor composition of the quintile of stocks with the highest 
medium-term momentum to approximate these risks. Since the initial vaccine efficacy data was announced, the stocks with the highest 
momentum were increasingly coming from lower valuation cyclical areas like banks, miners and construction equipment. Conversely, 
the momentum of growth stocks had started to fall. These factors contributed to a reversal of factor performance towards the end of the 
second quarter (i.e., growth rebounding against value).
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Besides factor and risk rotations, one of the biggest issues for EM at large is what is happening in China. There has been an avalanche of 
regulatory announcements that have meaningfully weighed on sentiment and performance, especially in the internet industry. Long-
time EM investors are well used to parsing policy pronouncements and regulations, but the magnitude of what has been announced 
recently has made the landscape even more challenging. This is addressed in more detail in the ‘Outlook and Positioning’ section below. 

Information technology was the top performing sector during the quarter. The Fund holds a trio of stocks that has benefitted from rising 
demand for artificial intelligence (AI) computing: a chip design company, a leading semiconductor capital equipment maker and a chip 
substrate manufacturer. The deployment of AI computing has been broadening out from just the hyperscale cloud services providers 
to the broader enterprise market as tools like recommendation engines and natural language processing become more common. The 
Fund also benefitted from its fintech and IT services holdings. The materials sector detracted from performance owing to an active 
underweight in steel and iron ore related stocks. 

China was the highest contributor to positive attribution on a country basis. The Fund is roughly 25% underweight relative to the 
benchmark owing to a more cautious view on the earnings outlook given adverse regulatory activity and muted economic growth. 

India was the largest country detractor. The Fund has a positive active weight which hurt performance as India continued to suffer with 
Covid-19 during the quarter.

While growth will likely peak this year, the global economic outlook remains on solid ground. US household balance sheets remain 
healthy due to the high degree of savings and stimulus payments with pent-up demand for services. Many industries are still seeing 
demand run ahead of supply, most notably autos. While some commodities have corrected, the ongoing strength in the price of Oil is 
indicative of robust demand for travel and trade. Both fiscal and monetary policy will remain broadly stimulative even as the Fed moves 
to marginally scale back monetary accommodation. 

The backdrop in China is also starting to shift. After getting the initial outbreak of Covid-19 under control, China’s policy makers clamped 
down on credit growth in pursuit of their longer-term goal to reduce leverage in the system. This dynamic, combined with appreciation in 
the Chinese Yuan (CNY) and higher commodity prices, acted to tighten financial conditions and weighed on growth in the first half. 

However, the country announced a cut in its Reserve Requirement Ratio (RRR) for essentially all banks in early July. The real economic 
impact of this should be relatively modest. It releases more liquidity into the system but does not directly stimulate consumption (and 
some of the liquidity will be used to repay maturing medium-term lending facilities rather than supporting new lending).

Nevertheless, the RRR cut is still impactful as a signalling device. The market generally interprets these actions to mean that the People’s 
Bank of China (PBOC) was uncomfortable with the degree that growth is slowing and will take steps as needed to support the economy. 
The Manager does not take this to indicate a full-blown easing cycle but does think it modestly improves the outlook for Chinese equities, 
particularly with respect to local investors being willing to take more risk. 

However, the slightly dovish shift in monetary policy has been more than offset by some of the most extreme regulation on the internet 
and adjacent industries that we can recall. Last year, a China observer may have concluded that blocking the Ant Group IPO was done 
to get the company (and its founder) under control and to make sure incentives were aligned as to avoid risky lending practices. But the 
events of 2021 make clear that the regulators have far more comprehensive ambitions. 

It is beyond the scope of this commentary to detail everything that has been announced. Nevertheless, an overview of the key 
developments offers some perspective as to the scope of the crackdown: 

 ■ Penalties for abusive market actions such as: 

1. forcing a merchant or restaurant to list exclusively on one e-commerce platform

2. selling items below cost

3. failing to get proper approval of past investments
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 ■ Blocking of industry mergers that lead to too much market concentration

 ■ Mandatory data management and cybersecurity reviews to make sure sensitive data is not brought outside of the country. 
Also, a crackdown on unnecessary data collection. And banning of apps that do not comply, at least temporarily

 ■ Expected changes that would clamp down on the variable interest entity (VIE) structure that has enabled foreigners to own 
companies in certain restricted industries such as internet and education. The Manager doesn’t think this rule will result in 
forced delisting or annulment of existing VIEs

 ■ Reduction in online payment and lending fees

 ■ Expected restrictions on third-party after school tutoring and requirements that schools offer better extracurricular programs. 
Also, more controls over time spent playing online games by minors

In isolation, these actions do not really seem overly extreme. While many of them are about increasing state control over the tech giants, 
some of these things are also being done to help the average citizen or small business. It is not so much any one action that is a problem 
but more the lingering uncertainty as to how strictly these will be implemented and what else may be in the pipeline. 

Clearly, figuring out the outlook amidst all these ongoing actions has become challenging, especially because much of this is not yet 
finalised. But the Manager can sketch out some of the broad ramifications: 

 ■ Investors needing to increase the discount rate assigned to China internet stocks, not only because of the increased earnings 
uncertainty but also because these actions collectively indicate an industry that is operating at the behest of the state rather 
than shareholders (this has always been true in China but was easier to ignore when the government was not harming the 
profit outlook) 

 ■ Fewer new equity listings in the US, more in Hong Kong and Mainland China. Those that do list will require explicit 
government clearance (meanwhile, the US is still moving forward with plans to delist foreign companies that do not comply 
with SEC audit requirements). This will serve to further fracture the technology and financial ecosystems of the West and 
China

 ■ Given China internet has long been a favourite industry for investors, the Manager could see outflows to other internet and 
large cap EM names 

Considering these developments, the Fund maintained its underweight to China during the quarter and modestly brought down its 
consumer discretionary weight (where many internet stocks are classified). Additionally, rather than trying to call out policy winners 
and losers, the Manager’s team has been increasingly focused on anchoring its investment decisions based on its confidence level in the 
fundamental earnings drivers. 

As the second largest economy and manufacturing engine of the world, it is impossible for EM to really disconnect from what’s happening 
in China. Fortunately, there are some positive offsets beginning to emerge. Part of what makes EM challenging is how heterogeneous it is; 
the “asset class” is nothing more than a loosely linked group of countries across the world. But this also means it offers a highly dynamic 
opportunity set. Given how fast the world changes, there is usually something positive happening. 

The Manager is becoming increasingly positive on two emerging developments. First, India is increasingly building out its domestic 
manufacturing capabilities. Last year, the government instituted a production-linked incentive (PLI) scheme that aims to make domestic 
manufacturing more competitive and encourage investment. The PLI scheme is targeted at multiple sectors and should help India compete 
more effectively with other regional manufacturing hubs. 

So far PLI has seen good initial traction and anecdotally multiple companies that the Manager follows have talked about increasing 
production in India. Given the size of the domestic market, the Manager thinks firms are well incentivised to participate. Additionally, India’s 
timing is good as the trade war and pandemic have revealed how fragile supply chains are when too concentrated geographically. If the PLI 
scheme and similar efforts are successful in building up India’s manufacturing base, it could set off a virtuous cycle with rising employment 
and infrastructure development which, in turn, would drive up income levels and consumption (GDP per capita in China is still >5x higher 
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than in India).

The second dynamic the Manager is positive about is increased equity capital markets activity in South East Asia and India. These markets 
have historically had few listed technology and internet stocks. But thanks to rising private market funding, high smartphone penetration 
and a relaxation of some listing rules, it expects to see several new companies list publicly in the coming years. These companies operate in 
markets with some of the most attractive demographics where basic services like banking are still highly underpenetrated. Perhaps most 
importantly, they will likely face a much less adversarial regulatory environment compared to Chinese and Western internet firms. 

In conclusion, while the markets are always filled with uncertainty, the current market backdrop is especially challenging. Investors need 
to manage through a normalisation in economic growth and policy even as new Covid-19 variants present risks. It’s still not clear whether 
we’re heading back into the ‘secular stagnation’ world of the last five years or if the second quarter was just a blip on the way to inflation 
and faster growth. Meanwhile, the regulatory environment globally is increasingly antagonistic which could limit justified valuations and 
future growth opportunities. 

V A M  Q U A R T E R L Y  E Q U I T Y  I N V E S T M E N T  U P D A T E 

VAM Emerging Markets Growth Fund

vam-funds.com

Sources: VAM Funds (Lux), Driehaus Capital Management LLC and Factset Research Systems, Inc.

Sector Attribution Analysis (Total Effect)*

*VAM Funds (Lux) - Emerging Markets Growth Fund vs the MSCI Emerging Markets Index. Sector Attribution Analysis represents estimated performance and reflects the
Fund’s performance within each MSCI GICS relative to its benchmark.
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VAM World Growth Fund

Launch Date: 2nd September 2008

Assets Under Management: 
$65.06 Million (Underlying Driehaus Capital
Management LLC Strategy: $65.00 Million)

Investment Manager
Driehaus Capital Management LLC

Portfolio Managers:
Daniel Burr
David Mouser

 Investment Strategy

The Fund employs the Driehaus Global 
Small/Mid Cap Growth Strategy which 
exploits equity market inefficiencies 
following positive growth inflections, 
combining fundamental, macro and 
technical analysis. The Fund is an active, 
conviction-based portfolio, generally fully 
invested in 80 to 160 holdings with position 
weights generally between 0.1% and 4%.

Fund Top 5 Holdings as of 31/05/2021:

Teleperformance SE 1.75%

XPO Logistics, Inc. 1.54%

Caesars Entertainment Inc 1.52%

Cleveland-Cliffs Inc 1.40%

United Rentals, Inc. 1.38%

PORTFOLIO POSITIONING & OUTLOOK

And the beat goes on. Macro data and trends are dominating, earnings trends are taking a back seat (at least in the short term). Markets 
globally continue to be very rotational. From growth to value, small caps to large caps, one month the technology and consumer sectors 
lead, the next month they are at the bottom of the barrel, and materials and financials take the baton. There is no sugarcoating it - it is a 
challenge to navigate the rotations and volatility, despite being more balanced from a sector exposure and weighting perspective.

Seemingly daily, the Manager is inundated with noise and headlines of inflation running too hot, to inflation has peaked, growth is 
accelerating in certain industries and countries, while peaking and slowing in others. All of this is to be expected as the world continues 
to push forward and attempt to return to normalcy, but supply chain disruptions are still a major issue for most industries and central 
bankers globally are struggling to balance short-term inflation expectations with ongoing monetary support to aid in the global recovery.

The Fund underperformed its Index in the second quarter as the intra-quarter volatility and sector rotations continue to throw us for a 
loop especially in technology and cyclicals, namely industrials and materials. As the inflation data and growth data started to peak, the 
Manager believes it began to reduce exposure to commodities, energy and cyclically-related companies, and has increased exposure 
once again to technology-related areas that continue to exhibit strong growth trends. The Manager believes they will, regardless of any 
optical slowdown of macro growth trends. The Manager has also been reducing at the margin its US exposure and increasing its broader 
EU exposure, given most countries across the EU are earlier in their growth cycle vs the US, trends are just starting to accelerate, and 
valuations in aggregate are much more reasonable.

There are several variables at play as we enter the second half of the year and the Manager suspects it will be no easier to navigate than 
the first half. Inflation trends, growth trends, monetary policy, supply chain normalisation, of course, global vaccine campaigns and 
the threat of new variants pose short-term risks to economic reopening and a return to “normal life” in many countries. The Manager 
continues to be optimistic that countries and markets will push through and look past what are believed to be transitory shorter-term 
issues, but that does not avoid the fact that there will likely be fits and starts, and further volatility along the way for the next six to 12 
months. The Manager continues to believe a more balanced approach from a sector perspective is warranted with fairly broad exposure 
across cyclicals and industrials, inflation beneficiaries, structural growth in technology, and pent-up consumer and reopening demand. 
From a country perspective, despite the US being relatively well ahead of most of the world in terms of normalisation, vaccination and 
growth trends, from a medium-term risk/reward perspective, the Manager is seeing better opportunities emerge across Europe and many 
parts of Asia. Although the Fund is still slightly overweight the US, the Manager’s sense is that exposure will continue to trend lower while 
increasing its allocation to other (mostly developed) economies outside the US.
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Sources: VAM Funds (Lux), Driehaus Capital Management LLC and Factset Research Systems, Inc.

Sector Attribution Analysis (Total Effect)*

 *VAM Funds (Lux) - World Growth Fund vs the MSCI All Country World SMID Growth Index. Sector Attribution Analysis represents estimated performance and reflects
the Fund’s performance within each MSCI GICS relative to its benchmark.
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VAM International Opportunities Fund

Launch Date: 1st July 2015

Assets Under Management: 
$18.65 Million (Underlying Driehaus Capital
Management LLC Strategy: $954.90 Million)

Investment Manager
Driehaus Capital Management LLC

Portfolio Managers:
David Mouser (Lead)
Daniel Burr

Investment Strategy

The Fund employs the Driehaus 
International Small Cap Growth Strategy 
which exploits equity market inefficiencies 
that materialise following inflection points, 
combining fundamental, behavioural 
and macro analysis. The Fund typically 
maintains a portfolio consisting of 80 to 130 
holdings with position weights generally 
between 0.1% and 4%.

Fund Top 5 Holdings as of 31/05/2021:

OCI NV 2.28%

Metso Outotec Oyj 2.07%

zooplus AG 1.93%

BAWAG Group AG 1.60%

Befesa SA 1.58%

PORTFOLIO POSITIONING & OUTLOOK

The second quarter saw broadly positive returns from international equites, although the environment was the opposite of the 
first quarter with underperformance from more cyclically-oriented stocks paired with declining sovereign bond yields. Despite 
concerns over peaking cyclical growth, supply chain disruptions and perceived Central Banks’ hawkishness, corporate earnings 
were robust enough to drive positive returns. 

During the quarter, contributions to performance came from the information technology and health care sectors. From a country 
standpoint, Canada was the largest contributor to performance. Detractors from performance came from industrials and real 
estate on a sector basis, and Taiwan was the largest country detractor. Despite being positioned slightly pro-cyclically, the Fund 
was able to offset those stylistic headwinds with stock selection being by far the biggest contributor to relative performance. 

Market Outlook 

The combination of global reflation and supportive monetary and fiscal policy continues to provide a strong backdrop for equities. 
Operationally, leverage at the corporate level is likely to continue to surprise to the upside and drive positive earnings revisions. 

Expectations are for global growth of around 6% in 2021, followed by 4.5% in 2022, with aggregate levels moving beyond the 
pre-pandemic across most countries at some point this year. Amongst the major regions, the quickest recoveries in activity 
have been in the US, Canada and China — in part driven by the most robust fiscal stimulus programs. The recovery in Europe is 
expected to be somewhat delayed relative to those economies but should see activity back to pre-pandemic levels by year end.

Among equity regions, the Manager favours Europe, where it expects a sharp increase in vaccinations after a slow start and 
with that a continued recovery in economic growth. Leading economic indicators suggest the consumer sector may soon be 
accelerating and manufacturing should continue to recover as supply chains de-bottleneck. 

The Fund remains overweight the United Kingdom. Although there is a concerning wave of new infections led by the Delta 
variant, hospitalisations have been relatively contained thus far. As long as this continues, consumer-facing corporates should 
continue to benefit from pent-up demand. In addition, the UK’s valuation discount against other major markets suggests 
expectations are relatively low. 

In Japan, the Fund remains underweight. The beginning of the year has been a disappointment in terms of growth versus the 
rest of the developed world. Overall, consumption remains sluggish, with services spending well below pre-pandemic levels. 
The Fund’s exposure remains tilted towards exporters given weak domestic trends. 

From a sector perspective, the Manager increased its overweight to health care and the most notable decrease in sector 
exposure was industrials. While the Fund is still positioned slightly pro-cyclically, it has reduced exposure to some of its more 
economically sensitive holdings, given both valuations and expectations have increased substantially since late 2020.
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VAM International Opportunities Fund

Sources: VAM Funds (Lux), Driehaus Capital Management LLC and Factset Research Systems, Inc.

Sector Attribution Analysis (Total Effect)*

*VAM Funds (Lux) - International Opportunities vs the MSCI AC World ex USA Small Cap Growth Index. Sector Attribution Analysis represents estimated performance and
reflects the Fund’s performance within each MSCI GICS relative to its benchmark.
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exercises discretionary investment authority of both cash and equities 
using the same investment objective and philosophy. The Company 
changed the name of the Composite from Small Cap Composite to 
Small Cap Growth Composite in 2008 to more appropriately reflect the 
investment strategy of the Composite. The Composite was created in 
January 1993.

An account is considered to be a small cap growth account if it primarily 
invests in US equity securities of high growth companies within market 
capitalisation ranges of generally followed small cap indices at the 
time of purchase. However, there is no requirement to be exclusively 
invested in small cap stocks, and the accounts have invested, to a lesser 
extent, in stocks with a smaller or larger capitalisation from time to 
time.

COMPOSITE OBJECTIVES AND ACCOUNTS ELIGIBLE FOR THE 
SMALL/MID CAP GROWTH COMPOSITE
The Small/Mid Cap Growth Composite (the Composite) presented 
includes all unleveraged “small mid cap growth accounts” over 
which the Company exercises discretionary investment authority 
of both cash and equities using the same investment objective and 
philosophy. 

An account is currently considered to be a small/mid cap growth 
account if it primarily invests in US equity securities of growth 
companies with market capitalisations of generally followed mid 
cap indices at the time of purchase as those included in Russell 2500 
Growth Index.

COMPOSITE OBJECTIVES AND ACCOUNTS ELIGIBLE FOR THE LARGE 
CAP EQUITY COMPOSITE
The Large Cap Equity Composite (the Composite) presented includes 
all unleveraged “large cap equity accounts” over which the Company 
exercises discretionary investment authority of both cash and 
equities using the same investment objective and philosophy. The 
Composite was created in November 2016. 

An account is considered to be a large cap equity account if it 
primarily invests in US equity securities of high growth companies 
within the market capitalisation ranges of generally followed large 
cap indices at the time of purchase. However, there is no requirement 
to be exclusively invested in large cap stocks, and the accounts have 
invested, to a lesser extent, in stocks with a smaller capitalisation 
from time to time. 

COMPOSITE OBJECTIVES AND ACCOUNTS ELIGIBLE FOR THE 
EMERGING MARKETS GROWTH COMPOSITE
The Emerging Markets Growth Composite (the Composite) 
presented includes all unleveraged “emerging markets growth 
accounts” over which the Company exercises discretionary 
investment authority of both cash and equities using the same 
investment objective and philosophy. The Composite was 
created in January 1997.

An account is considered to be an emerging markets growth 
account if it seeks capital appreciation by investing primarily 
in equity securities of rapidly growing companies in emerging 
markets countries around the world. This strategy may invest 
substantially all (no less than 65%) of its assets in emerging 
markets companies.

COMPOSITE OBJECTIVES AND ACCOUNTS ELIGIBLE FOR THE 
INTERNATIONAL SMALL CAP GROWTH COMPOSITE
The International Small Cap Growth Composite (the Composite) 
presented includes all unleveraged “international small 

Sources: Driehaus Capital Management LLC, FactSet, Morgan Stanley 
Capital International, Standard & Poor’s Global Industry Classification 
Standard and Russell Investments

This update is not intended to provide investment advice. Nothing 
herein should be construed as a solicitation, recommendation or an 
offer to buy, sell or hold any securities, other investments, or to adopt 
any investment strategy or strategies. You should assess your own 
investment needs based on your individual financial circumstances 
and investment objectives.

This material is not intended to be relied upon as a forecast or 
research. The opinions expressed are those of Driehaus Capital 
Management LLC (“Driehaus”) as of June 2021 and are subject to 
change at any time due to changes in market or economic conditions. 
The material has not been updated since June 2021. The information 
and opinions contained in this material are derived from proprietary 
and non-proprietary sources deemed by Driehaus to be reliable and 
are not necessarily all inclusive. Driehaus does not guarantee the 
accuracy or completeness of this information. There is no guarantee 
that any forecasts made will come to pass. Reliance upon information 
in this material is at the sole discretion of the reader.

Driehaus Capital Management LLC (DCM) is a registered investment 
adviser with the United States Securities and Exchange Commission 
(SEC). DCM provides investment advisory services using growth 
equity strategies to individuals, organisations and institutions. The 
firm consists of all accounts managed by DCM (the Company). Prior 
to October 1, 2006, the firm included all accounts for which Driehaus 
Capital Management (USVI) LLC (DCM USVI) acted as investment 
adviser. On December 29, 2006, DCM USVI ceased conducting its 
investment advisory business and withdrew its registration as a 
registered investment adviser with the SEC. Effective December 
30, 2006, DCM USVI retained DCM as investment adviser to these 
portfolios.

DCM claims compliance with the Global Investment Performance 
Standards (GIPS®).

This performance information is estimated for the period as not all 
underlying accounts have yet been reconciled. All rates of return 
include reinvested dividends and other earnings, and are net of 
fees and brokerage commissions. The performance data shown 
represents past performance and does not guarantee future results. 
Current performance may be lower or higher than the performance 
data quoted.

COMPOSITE OBJECTIVES AND ACCOUNTS ELIGIBLE FOR THE MICRO 
CAP GROWTH COMPOSITE
The Micro Cap Growth Composite (the Composite) presented includes 
all unleveraged “micro cap growth accounts” over which the Company 
exercises discretionary investment authority of both cash and equities 
using the same investment objective and philosophy. The Composite 
was created in January 1996.

An account is considered to be a micro cap growth account if it 
primarily invests in US equity securities of growth companies with 
market capitalisation ranges of generally followed micro cap indices 
at the time of purchase. However, there is no requirement to be 
exclusively invested in micro cap stocks, and the accounts have 
invested, to a lesser extent, in stocks with a larger capitalisation from 
time to time.

COMPOSITE OBJECTIVES AND ACCOUNTS ELIGIBLE FOR THE SMALL 
CAP GROWTH COMPOSITE
The Small Cap Growth Composite (the Composite) presented includes 
all unleveraged “small cap growth accounts” over which the Company 
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Driehaus Capital Management LLC (“Driehaus”) is the Investment Manager. 

This information is provided by VAM Funds (Lux). Driehaus-related information included in this update is provided to VAM Funds (Lux) 
by Driehaus as an Investment Manager. The Prospectus for VAM Funds (Lux) describes Driehaus’ responsibilities as an Investment 
Manager under Luxembourg Law. Driehaus is not authorised by any non-US financial or securities regulator to provide investment 
advisory services. This information is not provided to the recipient for the purpose of soliciting investment advisory clients for Driehaus.



The Russell Indices are a trademark/service mark of the Frank 
Russell Company. Russell is a trademark of the Frank Russell® 
Company.

Frank Russell Company (“Russell”) is the source and owner of the 
trademarks, service marks and copyrights related to the Russell 
Indexes. Russell® is a trademark of Frank Russell Company. 
Neither Russell nor its licensors accept any liability for any errors 
or omissions in the Russell Indexes and / or Russell ratings or 
underlying data and no party may rely on any Russell Indexes 
and / or Russell ratings and / or underlying data contained in 
this communication. No further distribution of Russell Data is 
permitted without Russell’s express written consent. Russell 
does not promote, sponsor or endorse the content of this 
communication.

The Morgan Stanley Capital International Emerging Markets 
Index (MSCI Emerging Markets Index) is a market capitalisation-
weighted Index designed to measure equity market performance 
in global emerging markets. Data is in US Dollars. The net dividend 
(ND) Index is calculated with net dividend reinvestment. 

The Morgan Stanley Capital International Emerging Markets 
Growth Index (MSCI Emerging Markets Growth Index) is a subset 
of the MSCI Emerging Markets Index and includes only the MSCI 
Emerging Markets Index stocks which are categorised as growth 
stocks. Data is in US Dollars. 

The MSCI ACWI SMID Cap Growth Index captures mid and small 
cap securities exhibiting overall growth style characteristics 
across Developed and Emerging Markets countries. The growth 
investment style characteristics for Index construction are defined 
using five variables: long-term forward EPS growth rate, short-
term forward EPS growth rate, current internal growth rate and 
long-term historical EPS growth trend and long-term historical 
sales per share growth trend. 

The Morgan Stanley Capital International (MSCI) AC World ex USA 
Small Cap Growth Index is a market capitalisation-weighted Index 
designed to measure equity performance in global Developed 
Markets and Emerging Markets, excluding the US and is composed 
of stocks which are categorised as small capitalisation stocks. 
Data is in US Dollars.

Copyright MSCI 2021. All Rights Reserved. Without prior written 
permission of MSCI, this information and any other MSCI 
intellectual property may only be used for your internal use, may 
not be reproduced or redisseminated in any form and may not 
be used to create any financial instruments or products or any 
indices. This information is provided on an “as is” basis, and the 
user of this information assumes the entire risk of any use made 
of this information. Neither MSCI, each of its affiliates nor any 
third party involved in or related to the computing, compiling or 
creating of any MSCI information (collectively, the “MSCI Parties”) 
expressly disclaims all warranties (including, without limitation, 
any warranties of originality, accuracy, completeness, timeliness, 
non-infringement, merchantability and fitness for a particular 
purpose) with respect to this information. Without limiting any of 
the foregoing, in no event shall any MSCI Party have any liability 
for any direct, indirect, special, incidental, punitive, consequential 
(including, without limitation, lost profits) or any other damages 
relating to any use of this information.

cap growth accounts” over which the Company exercises 
discretionary investment authority of both cash and equities 
using the same investment objective and philosophy. The 
Composite was created in July 2001.

An account is considered to be an international small cap growth 
account if it seeks to maximise capital appreciation through 
active investment primarily in equity securities of smaller 
capitalisation, non-US companies exhibiting strong growth 
characteristics. Under normal market conditions, the style 
invests at least 80% of total net assets in the equity securities of 
non-US small capitalisation companies.

COMPOSITE OBJECTIVES AND ACCOUNTS ELIGIBLE FOR THE 
GLOBAL SMALL/MID CAP GROWTH COMPOSITE
The Global Small/Mid Cap Growth Composite (the Composite) 
presented includes all unleveraged “global small/mid 
cap growth accounts” over which the Company exercises 
discretionary investment authority of both cash and equities 
using the same investment objective and philosophy. The 
Composite was created in November 2016. 

The Composite represents all accounts that seek capital 
appreciation through active investment primarily in securities 
in global Emerging and Developed Markets of small and mid-
capitalisation stocks that exhibit growth characteristics. 

Once an account has met the above criteria and is fully 
invested, it is included in the Composite in the next full monthly 
reporting period. Accounts that change investment strategies 
are transferred between composites in the first full monthly 
reporting period in which the account is managed under the new 
style. Terminated accounts are excluded from the Composite in 
the first month in which they are not fully invested as of the end 
of the month.

INDICES

The performance results for the Composite are shown in 
comparison to indices. While the securities comprising the indices 
are not identical to those in any account in the Composite, the 
Company believes this may be useful in evaluating performance. 
Unlike the Composite, the indices are not actively managed and 
do not reflect the deduction of any advisory or other fees and 
expenses.

The Russell Microcap Growth Index measures the performance 
of those Russell Microcap companies with higher price-to-book 
ratios and higher forecasted growth values. The Russell Microcap 
Index is represented by the smallest 1,000 securities in the small 
cap Russell 2000 Index plus the next 1,000 securities. 

The Russell 1000 Growth Index measures the performance of 
those Russell 1000 companies with higher price-to-book ratios 
and higher forecasted growth values. The performance data 
includes reinvested dividends. The Russell 1000 Index measures 
the performance of the 1,000 largest companies in the Russell 
3000 Index. 

The Russell 2000 Index measures the performance of the 2,000 
smallest companies in the Russell 3000 Index. 

The Russell 2500 Growth Index measures the performance of 
those Russell 2500 Index companies with higher price to book 
ratios and higher forecasted growth values. The performance data 
includes reinvested dividends. 
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date net asset value (“NAV”) price of the applicable class of the Fund, 
irrespective of the actual reinvestment date.

Performance figures quoted for the Fund are from Lipper for 
Investment Management as at the date of this document for a lump 
sum investment, using NAV to NAV with income reinvested, and do 
not take any upfront manager’s charge into account.

The Management Company ensures that publishing of performance 
of a portfolio is based on performance calculations which are done 
on a NAV to NAV basis over all reporting periods, provided that, where 
a NAV is not available, the value used to calculate the performance is 
clearly stated and a description of how the figures were calculated is 
provided.

Investments in foreign securities may include additional risks such as 
potential constraints on liquidity and repatriation of funds, macro-
economic risk, political risk, foreign exchange risk, tax risk and 
settlement risk, as well as potential limitations on the availability of 
market information.

Further information about risk can be found in the prospectus which 
is available at www.vam-funds.com/library/reports/?share=a. 

Subscriptions may only be accepted based on the information 
contained in the prospectus of the Fund and its annual and semi-
annual reports.

VAM Funds (Lux) has been approved in South Africa as a foreign 
Collective Investment Scheme under section 65 of the Collective 
Investment Schemes Control Act 2002. A potential investor will 
be capable of investing in VAM Funds (Lux) only upon conclusion 
of the appropriate investment agreements and provided the 
relevant investor complies with any applicable exchange control 
requirements. Collective Investment Schemes (“CIS”) are generally 
medium to long-term investments. CIS portfolios are traded at 
ruling prices and can engage in borrowing and script lending. A 
schedule of fees and charges, as well as maximum commission, is 
available on request from the Management Company. Performance 
methodologies can be obtained upon request from VAM Funds (Lux) 
on marketing@vam-funds.com. All rates of return include reinvested 
dividends and are net of all management and performance fees. 

A performance fee, where applicable, may be paid to the 
Management Company on a quarterly basis. The Management 
Company will be entitled to a performance fee calculated and due in 
respect of each Valuation Day for each share and fraction thereof in 
issue for any specific Fund, at the specified rate of the difference, if 
positive, between:

• the NAV per share before deduction of the daily performance 
fee to be calculated, but after deduction of all other fees 
attributable to the respective class of shares, including but not 
limited to the management fee; and

• the greater of (“high water mark”)

(i) the highest NAV per share of the class recorded on any 
preceding day during the same financial year of the Fund; and
(ii) the last NAV per share of the class recorded for the 
immediately preceding financial year of the Fund;

each of them increased on a prorata temporis basis by a rate of 12% 
p.a. (the “hurdle rate”).

In relation to classes of shares launched during the financial year 
of the Fund, the initial high water mark shall be equal to the initial 
subscription price of such class of shares. Performance of classes of 
shares in currencies other than the reference currency of the Fund 
shall be measured in the currency of such classes of shares.

This document and any attachments to it constitute factual, 

Issued by VAM Funds (Lux), an open-ended SICAV with multiple 
compartments, organised in accordance with Part 1 of the 
Luxembourg Investment Fund Law dated 17th December 2010 (UCITS 
V). 

VAM Funds refers to either or both of VAM Funds (Lux) and VAM 
Managed Funds (Lux), each incorporated in Luxembourg as a SICAV 
and regulated by the CSSF as a UCITS. Both have designated VAM 
Global Management Company SA to provide collective investment 
services, and VAM Global Management Company SA delegates the 
provision of certain of these services to third parties, including to 
other members of the VAM Group. Each SICAV has its own Board of 
Directors, has no employees and is independent of the VAM Group.

VAM or VAM Group refers to the group of companies whose parent 
company is VAM GLOBAL S.à r.l., incorporated in Luxembourg, 
whose subsidiaries include VAM Global Management Company SA 
in Luxembourg and VAM Marketing Limited and MATCO Limited in 
Mauritius. Neither of the VAM Funds is a member of the VAM Group.

IMPORTANT NOTICE 

The distribution of this document and the offering of the shares 
may be restricted in certain jurisdictions. It is the responsibility of 
any person in possession of this document to inform themselves of, 
and to observe, all applicable laws and regulations of any relevant 
jurisdictions.

Prospective applicants for shares should inform themselves as to the 
legal requirements and consequences of applying for, holding and 
disposing of shares and any applicable exchange control regulations 
and taxes in the countries of their respective citizenship, residence or 
domicile.

This document does not constitute an offer or solicitation by anyone 
in any jurisdiction in which such offer or solicitation is not lawful or 
in which the person making such offer is not qualified to do so to 
anyone to whom it is unlawful to make such offer or solicitation.

VAM Funds (Lux) is not registered under any US securities law, and 
their funds may not be offered or sold in the USA, its territories or 
possessions, nor to any US persons. VAM Funds (Lux) funds are not 
offered for sale in any jurisdiction in which they are not authorised 
to be publicly sold. The funds are available only in jurisdictions 
where their promotion and sale are permitted. For the purposes 
of UK law, funds are recognised schemes under section 264 of the 
Financial Services & Markets Act 2000. The protections provided 
by the UK regulatory system, for the protection of retail clients, do 
not apply to offshore investments. Compensation under the UK’s 
Financial Services Compensation Scheme will not be available and 
UK cancellation rights do not apply. The funds are authorised by the 
Financial Conduct Authority in the UK.

Applicants are assumed to have read and understood the prospectus 
and accept the risks of an investment in VAM Funds (Lux). In 
particular, it is understood that they are aware that the portfolio 
of securities relating to each of the sub-funds of VAM Funds (Lux) 
is subject to market fluctuations and to the risks inherent in all 
investments, and that the price of shares and any income from the 
shares may go down as well as up, and that the sub-funds of VAM 
Funds (Lux) may be subject to volatile price movements which may 
result in capital loss.

Past performance is not necessarily a guide to future performance. No 
guarantee is provided, either with respect to the capital or the return 
of the Fund. The value of participatory interests or the investments 
may fluctuate in value and may fall as well as rise. 

VAM Global Management Company SA (the “Management Company”) 
ensures that reinvestment of income is calculated on the actual 
amount distributed per participatory interest, using the ex-dividend 
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objective information about the Fund and nothing contained 
herein should be construed as constituting any form of investment 
advice or recommendation, guidance or proposal of a financial 
nature in respect of any investment issued by VAM Funds (Lux) or 
any transaction in relation to VAM Funds (Lux). VAM Funds (Lux) is 
not a financial services provider in South Africa and nothing in this 
document should be construed as constituting the canvassing for, or 
marketing or advertising of, financial services by VAM Funds (Lux) in 
South Africa. 

Financial services providers to whom this document is addressed 
may only distribute it to clients who have already invested in policies 
issued by licensed South African long-term insurers, as aforesaid, for 
information purposes only and for no other reason whatsoever.

All transactions should be based on the latest available prospectus, 
the Key Investor Information Document (“KIID”) and any applicable 
local offering document. These documents, together with the annual 
report, semi-annual report and the articles of incorporation for the 
Luxembourg domiciled product(s), are available in English on the 
VAM website (http://www.vam-funds.com/library) or from the office 
of VAM Global Management Company SA, Josy Welter House, 8-10, 
rue Genistre, L-1623 Luxembourg. 

VAM Funds (Lux) reserves the right to close a compartment, or one or 
more share classes within a compartment. VAM Funds (Lux) may also 
set up new compartments and/or create within each compartment 
one or more share classes. 

This is a promotional document. 
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