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“Where do we go from here? 
This isn’t where we intended to be 
We had it all, you believed in me 
I believed in you. 
 
Certainties disappear 
What do we do for our dream to survive? 
How do we keep our passions alive 
As we used to?”  
 
– Evita 
 
These lyrics from the musical Evita encapsulate the message from the stock market to the Federal Reserve. It has been a tumultuous 
month. In the US, two large banks failed (Silicon Valley Bank & Signature Bank) and another is closing its doors (Silvergate). In 
Europe, Credit Suisse was forced into the arms of UBS at a fire sale price. We’ve felt that we have been close to the edge of 
something breaking. We certainly didn’t know what that would be.  
 
Where do we go from here? The market thinks it’s back to zero interest rate policy (ZIRP). We base that opinion on what has worked 
since the failure of Signature Bank. The tech-heavy NASDAQ 100 has had its best month since March 2010. Mega-cap tech stocks 
have found new life. Bitcoin (BBG Galaxy Bitcoin Index), a good risk proxy, is up 42%. Most telling is the performance of non-
profitable technology. This group is up over 10% since 3/10/23. What needs to happen for non-profitable dreams to survive, to keep 
the passion alive? The answer: ZIRP. Easy and cheap money is needed to continue to flaunt the realities of finance. You need  
cashflow to survive. If you can’t get that from operations, it needs to come from outside sources. Those sources dried up with higher 
rates. In fact, we believe that was likely what lit the fuse on the Silicon Valley Bank failure. 
 
We think it is likely the Federal Reserve will pause rate increases and accept the risk of higher inflation. The issues in the banking 
sector will probably slow the economy, helping the Fed with their mission. However, we don’t see a return to ZIRP. ZIRP was an 
anomaly in the history of interest rates. 
 
Our thesis has been a simple one. Normal interest rates mean a reversion to normal asset class behavior.  Smaller companies and value 
have underperformed for a historically long period of time that also coincides with ZIRP. This trend had been reversing as rates 
moved higher. We believe it will continue. The portfolios are not positioned for a return to ZIRP. However, we have tried to strike a 
balance between cyclical and more stable companies in the portfolio. So far, this positioning has served us well. We will continue to 
monitor the market for what we see as the best risk/reward opportunities for our clients, while striving to maintain balance  
relative to the macro environment. 
 
Technology was the top performing sector in the benchmark.  Consumer staples and financials were the worst performing sectors in 
the benchmark.  Micro cap growth outperformed micro cap value. 
 
The Victory Integrity Discovery Fund (A shares without sales charge) outperformed its benchmark, the Russell Microcap® Value 
Index.  Health care was a significant positive thanks to an underweight allocation to biotech and positive stock selection.  Technology 
and consumer discretionary helped mainly through our overweight in these sectors as they outperformed. 
Financials and energy were the major detractors. 
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In health care, the sizable underweight to biotech added 173 basis points. The group materially underperformed (-14.9% versus -5.2% 
for the benchmark). Of the stocks held, RadNet, Inc. (RDNT) was the most important contributor.  It produced solid results with 
revenues and earnings ahead of estimates driven by strong volume growth and an easing labor environment. 
ZimVie Inc. (ZIMV) and AngioDynamics, Inc. (ANGO) were disappointments.  Results at ZimVie Inc. (ZIMV) missed expectations 
driven by macro-related headwinds, slowdown in China, and disruption from an ERP implementation.  Revenue and earnings were 
below expectations at AngioDynamics, Inc. (ANGO) driven by weakness in their AngioVac segment and overall macro headwinds. 
 
In technology, PDF Solutions, Inc. (PDFS) gained 49% and was the largest overall contributor.  Despite a challenging semicap 
environment, PDF Solutions, Inc. (PDFS) produced solid earnings and guidance, benefitting from strong demand. 
Our communication equipment stocks also contributed as Harmonic Inc, (HLIT) and Infinera Corporation (INFN) outperformed.  
Diebold Nixdorf Inc. (DBD) was a detractor.  Despite a recent refinancing designed to improve liquidity, Diebold Nixdorf Inc. (DBD) 
surprised investors with news that they were facing near term liquidity pressures, limiting their ability to execute on their large order 
backlog. 
 
Our restaurant stocks led the way in consumer discretionary as they benefitted from better than-expected demand.  Potbelly Corp. 
(PBPB) and Chuy's Holdings, Inc. (CHUY) gained 50% and 27% respectively.  Better than feared new orders and a drop in mortgage 
rates late in the quarter led to a 45% advance at Green Brick Partners, Inc. (GRBK).  Modine Manufacturing Company (MOD) also 
contributed.  Fundamentals remain solid with continued opportunities to improve margins and grow revenues organically.  
Conversely, Universal Electronics Inc. (UEIC) and Motorcar Parts of America, Inc. (MPAA), were the two largest detractors.  
Universal Electronics Inc. (UEIC) reported disappointing earnings and guidance, driven by weaker than expected results in their 
legacy home entertainment business.  Results at Motorcar Parts of America, Inc. (MPAA) were hurt by weaker orders from their retail 
customers.  Additionally, it was negatively impacted by being removed from the S&P 600 Small Cap Index. 
 
Our real estate holdings were a minor contributor as our average holding outperformed. 
 
Industrials were a very minor positive.  Kimball International, Inc Class B (KBAL) announced they would be acquired for a 
significant premium by HNI Corp (HNI).  Healthy orders and backlog, along with improved operating margins led to strong results at 
CIRCOR International, Inc. (CIR).  The company is still reviewing strategic alternatives to be sold entirely or in pieces. Titan 
Machinery Inc. (TITN) hurt as it reported lower than expected sales due to delayed new equipment shipments.  Investor anxiety about 
the global economy was an additional challenge. 
 
Materials were another very small positive thanks to Koppers Holdings Inc. (KOP).  Steady results along with announced prices 
increases at the start of the year led to outperformance. 
 
Financials was the largest negative, primarily banks.  Bridgewater Bancshares, Inc. (BWB) was the biggest disappointment amongst 
banks.  It has produced solid results for several quarters, but higher deposit costs weighed on net interest margins this quarter.  First 
Foundation, Inc. (FFWM) underperformed due to concerns that funding pressure will hurt profitability. 
We sold it.  Our insurance holdings were a minor offset thanks to HCI Group, Inc. (HCI).  It rallied 36% as it expects lower losses and 
improved pricing. 
 
In energy, we were hurt by Talos Energy, Inc. (TALO) and not owning some of the better performers.  Talos Energy, Inc. (TALO) 
declined as results missed expectations and guidance called for higher capex and lower production this year. 
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Past performance does not guarantee future results. For standardized performance, please visit www.vcm.com. 
 
Carefully consider a fund's investment objectives, risks, charges and expenses before investing. To obtain a prospectus or summary prospectus 
containing this and other important information, visit www.vcm.com/prospectus. Read it carefully before investing. 
 
All investing involves risk, including the potential loss of principal. In addition to the normal risks associated with investing, investments in smaller 
companies typically exhibit higher volatility. Investments concentrated in an industry or group of industries may face more risks and exhibit higher 
volatility than investments that are more broadly diversified over industries or sectors. The financial services industry is subject to extensive government 
regulation that affects the scope of their activities, the prices they can charge and capital maintenance. The industry is subject to severe competition 
and can be significantly affected by market conditions and activity. Investments in companies in the industrials sector may be adversely affected by 
changes in supply and demand for products and services, governmental regulation and changes spending policies, world events and economic conditions. 
The fund is also subject to liquidity risk, which is the risk that the Adviser may not be able to sell a security at an advantageous time or price, which 
may adversely affect the Fund. International investments may involve risk of capital loss from unfavorable fluctuation in currency values, from 
differences in generally accepted accounting principles or from economic or political instability in other nations. The value of your investment is also 
subject to geopolitical risks such as wars, terrorism, environmental disasters, and public health crises; the risk of technology malfunctions or disruptions; 
and the responses to such events by governments and/or individual companies. 
 
The Russell Microcap® Value Index is a market- capitalization-weighted index that measures the performance of Russell Microcap® Index companies 
(1,000 smallest stocks in the Russell 2000® Index plus 1,000 smaller U.S.-based listed stocks) with relatively lower price-to-book ratios and lower 
forecasted growth values. It represents the value-oriented micro-cap segment of the U.S. equity market. 
 
Fund holdings mentioned in the Quarterly Commentary are as of 3/31/2023 and the percentages shown are based on net assets as of that date. Fund 
holdings are subject to change and should not be considered purchase recommendations. There is no assurance that the securities mentioned remain in 
the Fund’s portfolio or that securities sold have not been repurchased. The Fund’s top ten holdings as of 3/31/2023 were Modine Manufacturing Co 
(1.5%), PDF Solutions, Inc (1.5%), RadNet, Inc (1.5%), CIRCOR International, Inc (1.3%), Chuy’s Holdings, Inc (1.3%), Comtech 
Telecommunications Corp (1.2%), Kimball Electronics, Inc (1.2%), Columbus McKinnon Corp (1.2%), NETSTREIT Corp (1.2%), and Plymouth 
Industrial REIT, Inc (1.1%).  Top holdings do not reflect cash, money market instruments, or options/futures contracts holdings. The most currently 
available data regarding portfolio holdings can be found on our website, www.vcm.com. 

 
Contributors and Detractors Source: FactSet. The contributors and detractors mentioned are presented to illustrate examples of the Fund’s 
investments and may not be representative of the Fund’s current or future investments. 
 
The information in this article is based on data obtained from recognized services and sources and is believed to be reliable. Any opinions, projections 
or recommendations in this report are subject to change without notice and are not intended as individual investment advice. The securities highlighted, 
if any, were not intended as individual investment advice. 
 
Distributed by Victory Capital Services, Inc., an affiliate of Victory Capital Management Inc., the Fund’s investment adviser. 
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