
For the first quarter of 2022, SWS Growth Equity achieved a -21.88% 
gross return, a greater pull-back than the -9.04% total return of the 
Russell 1000 Growth Index during the quarter. The YTD retracement ate 
into our since-inception annualized return, which ended the quarter at 
19.27% compared to our index’s 20.99% total return for the same period. 
(see  for greater context on performance).



Every couple of years, environments unfold that present significant 
challenges to certain portfolio construction practices. For active long-only 
public equity, namely ones populating portfolios with reasonable 
concentration, the current particular backdrop has stacked up a number of 
factors that make navigating entirely unscathed a mathematical 
challenge. As painful as the unrealized portfolio mark is to take at the end 
of the prior quarter, our constant effort to diagnose our forward path 
reveals a silver lining. We also see conditions for capital rotations into our 
targeted segment of public equity, one that has been long viewed by 
sideline observers as being top-heavy. We’ve been proactively 
repositioning our posture within the portfolio to take advantage of this, but 
we see areas of public equity that are also becoming increasingly 
compelling for reasons we dissect in this accountability update.



The current environment has proven to be one of the 
, both long-only and long-short. Uncovering the 

precise drivers causing this to occur requires a deeper dive behind the 
broad market indices, given the headline results mask myriad dislocations 
lying beneath the surface. One particular headwind to our strategy has 
been the disparity in price outcomes in mega-cap growth issuers vs their 
small-/mid-sized growth counterparts. In the first quarter of 2022, this 
specific performance delta widened to its largest spread since March 
1999. The Russell 1000 Growth Index (a proxy that includes the largest 
499 growth-style US issuers) posted a +15.0% total return for the 12-mo 
period ending 3/31/2022. Conversely, the Russell 2000 Growth Index 
(with 1,244 constituents that skew further down the market cap size 
spectrum) posted a -14.3% total return for the same period. This 29-point 
delta has had an outsized impact on our portfolio due to our weighted 
average market cap of $291 billion in comparison to the $976 billion 
average of our index.
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As we’ve , these pricing 
outcomes also are being delivered by an increasingly 
concentrated group of issuers given the market-cap-
weighted nature of these indices. This phenomenon also 
extends beyond just growth issuers: the S&P 500 has 
been disproportionately impacted by a smaller set of 
multi-$trillion issuers. The S&P’s largest constituent, 
Apple Inc., now . This single-
issuer influence has surpassed prior maximum 
constituent sizes of Exxon in 2008 at 5.0%, Microsoft in 
1999 at 4.9%, and IBM in 1985 at 6.4%.



Valuation multiple expansion also played a large part of 
AAPL’s disproportionate market influence, specifically 
133% of the move since Dec 2018 when AAPL went from 
trading 11.6x forward-P/E vs 27.0x now. Meanwhile, its 
fundamental tailwinds have been derived from work-from-
home computing demand compounded by a stimulus-
fueled global consumer. These conditions arguably make 
for difficult comps heading into the coming quarters. 
Specifically, Apple’s upcoming March quarter print faces 
last years’ high-water revenue growth rate of +54%, at 
which time many of these benefits were in place.



That’s not to say all mega-caps are created equal or that 
market-cap-weighted indices are flawed. As cloud 
computing ushers in the ability to treat compute capacity 
as a utility, it’s imperative to have appropriate portfolio 
exposure to the critical arms dealers here. In the case of 
Meta Platforms—the newly minted parent name to the 
issuer owning Facebook, Instagram, Whatsapp, and 
Oculus—its intent to be a meaningful player here can be 
seen by its . Discerning what 
this means to FB’s equity price today reminds us of a 
similar exercise of wading through uncertainty during 
Facebook’s IPO a decade ago. It is also indicative of a 
critical forecasting error by the market, one we specifically 
see persisting for a long time. We’ve also engineered our 
process to exploit this by aspiring to transfer it into alpha.



Our 2012 meeting with Facebook management during the 
Chicago leg of their IPO roadshow was defined by 
heightened shareholder concern on whether the company 
would successfully pivot to mobile. Up until this point, 
over 90% of FB’s revenues were derived from selling 

highlighted in prior pieces

comprises 7.1% of the index

AI Research SuperCluster

banner ads on desktop PCs, where screen real estate 
was 20x the size of the iPhone 4S (current generation at 
the time). Conventional wisdom saw a theoretical cap on 
the number of display ads that could be crammed into a 
tiny mobile news feed, at a time when the company 
monetized US & Canadian monthly average users 
(MAUs) at $12/year. 



The company’s underwriting banks’ out-year forecasts 
exemplified this long-term uncertainty. For example, 
Morgan Stanely’s stab at projecting eight years out to 
2020 saw a $29.9 billion revenue scenario for Facebook, 
translating into a 25% CAGR off 2012’s base. Fast 
forward eight years later, and that projection proved to be 
a massive low-ball to the $86.0 billion revenue reality that 
the company eventually delivered, a 42% actual  
since its IPO. Today the company also now generates 
$214/year from its US & Canadian MAUs, with non-US 
geographies at a fraction of this figure.



This exercise acts as a demonstration of the impossibility 
of knowing with perfect certainty how economic value 
creation will unfold over extended periods. Yet these 
outcomes recur repeatedly among public issuers. It was 
impossible to identify all of the drivers responsible for 
taking that $12/year MAU monetization rate to $214/year 
today, whether non-US monetization would follow suit, or 
whether the myriad other execution curveballs along the 
way would materially impair the company’s competitive 
advantage. However, by carefully studying all incremental 
data points, the astute investor possessed the ability to 
assemble a mosaic of an increasingly strengthening 
competitive advantage. The same analysis also revealed 
numerous ways for FB to monetize user experiences 
while simultaneously avoiding their impairment. Some 
users also may begrudgingly admit that personally 
targeted ads increase platform relevance for them.



This Facebook analogy isn’t a one-off oversight by the 
market. It’s also not confined to issuers with online 
marketplaces, nor is it unique to the tech sector. It’s 
unfolding across the entire economic landscape and 
identifying its presence requires careful triangulation of 
quantitative and qualitative inputs. We touch upon live 
instances of these opportunities in our deeper dives of 

CAGR

https://f.hubspotusercontent10.net/hubfs/4020719/Growth%20Equity%20Quarterly%20Report/SWS_GrowthEquity_220120.pdf
https://pbs.twimg.com/media/FO9sQN3WYAE5OxN.png
https://ai.facebook.com/blog/ai-rsc/?utm_source=twitter&utm_medium=organic_social&utm_campaign=rsc
https://www.investopedia.com/terms/c/cagr.asp
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Contributors/Detractors, but we continue to see massive 
pricing disconnects to many long-term thematic trends. 



A brief sampling of some of our exposures to these
 SNOW: with critical mass achieved by cloud titans, 

data fragmentation has become mission-critical to all 
enterprises. A pioneer in data cloud platform could 
unlock a $90B+ addressable opportunity

 NTRA: the ability to leverage genomic insights in 
disease monitoring has the potential to transform 
patient survival rates while doing the same in organ 
transplants

 PCT: driving the <1% of polypropylene being recycled 
today to a material % of the 200B lbs we discard each 
year globally

 AMH: addressing the US housing affordability issue 
with a class of single-family home typically out of 
reach to first-time buyers, while putting a dent in the 
2-4M undersupplied homes nationally

 NET: edge-compute use cases steadily increase in 
relevance due to the confluence of 5G, IoT, 
autonomous/connected vehicles/devices, while 
reimagining how to build the internet

 EW & ISRG: both addressing additional opportunities 
that materially improve patient outcomes, the former 
addressing new heart ventricles via valve therapy, and 
the latter via robotic surgery’s less invasive approach

 AMBA: as semiconductor content/vehicle converges 
towards traditional compute devices (and possibly 
beyond), silicon providers dialed into solutions that 
allow automotive OEMs to build platforms will be 
critical

 AMAT: semiconductors are increasingly capital 
intensive to manufacture, and the key players in 
supplying semi companies are likely indirect 
beneficiaries of the $1 trillion of revenue that the semi 
industry is expected to generate in 2030

 SFIX: taking a data-informed approach to procure and 
present inventory in online apparel should allow for 
better customer outcomes longer-term, opening an 
attractive acquisition channel for brands

 UBER: The global fleet of 2B vehicles sits idle a good 
portion of their useful lives. This inefficient use of 
capital has crosshairs on its back by many, with a 
human-driven hailable fleet being just phase one.

 PYPL & SQ: with digital payments ending last year at 
~18% of total payments in the US alone, key players 
are building critical mass to enable two-sided payment 
networks.



As we view the path forward, we see no change to the 
end goal of our journey. The current environment has 
thrown a healthy amount of debris that’s impaired visibility 
for many investors on the same quest for excess return. 
Despite this particular set of challenges impairing today’s 
windshield visibility, we are encouraged by the collective 
study of how our issuers are bolstering their respective 
competitive advantages. The core tenet of this continues 
to entail an arms race around leveraging insights from 
data. A number of Facebook-circa-2012 stories are 
unfolding right now, ones where the market massively 
undervalues factors that will dictate their prospects 5-10 
years from today. We remain confident in our ability to 
appropriately position our strategy for the eventual 
recognition of these upside scenarios.



The first quarter of 2022 delivered significant volatility in 
the US equity markets, evidenced by the S&P falling by 
-14.6% from peak-to-trough, before recovering to close 
the quarter with a -4.6% return. Similar to 4Q2021, there 
was significant dispersion among the broad-market 
indices. Growth versus value was the theme of relative 
returns dispersion this quarter, with small caps mildly 
underperforming. The Russell 1000 Growth and Russell 
2000 Growth indices returned -9.0% and -12.6%, 
respectively, versus the Russell 1000 Value and Russell 
2000 Value indices returning -0.7% and -2.4%.



SWS Growth Equity returned -21.9% gross of fees for the 
quarter, relative to the Russell 1000 Growth (RLG) at 
-9.0% and the S&P 500 at -4.6%. This short snapshot of 
time is a disappointing absolute and relative outcome for 
our strategy. When evaluating absolute and relative 
performance, some nuance and a more extended time 
period are required.



In the Russell 1000 Growth index, 49.6% of the index 
weight is ascribed to the top 10 constituents, with the top 

Raison D’être: Alpha Delivery
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five comprising 39.9%: Apple, Microsoft, Amazon, Google, and Tesla. Excluding these top five constituents from the 
index’s return takes that -9.0% headline return down to -13.2% when isolating the relative impact of the remaining 493 
issuers. 



This unique dynamic has forced an extremely tough relative backdrop for active managers. Especially those with explicit 
and implicit strategy mandates and the side-effects they have on investing: 1) Arbitrary position concentration limits of 
10% (forcing Apple and Microsoft to be positional underweights), 2) Active share floors of 80% (eliminating the ability to 
go materially overweight any of the top five weighted companies), 3) Sector constraints of 50% (eliminating the ability to 
be overweight technology), etc.



We took a stab at evaluating how challenging this backdrop has been. When scraping large-cap domestic growth 
mutual fund data—specifically those with 50 positions or less to concentrate on active managers while ignoring 
enhanced indexers—only 7% outperformed the RLG since the beginning of 2021. This outperformance number has 

 on a calendar year basis between 2012 and 2021. This analysis of snap-shotting 
performance versus other active peers is a helpful proxy for the wind speed of headwinds, especially in light of the top-
heavy index backdrop. This large-cap dominance will ultimately reverse, causing the current gale-force wind to die 
down to its usually manageable headwind state, but we believe a nuanced lens can assist in determining relative skill 
among active large-cap managers under this backdrop. When evaluating longer-term periods on rolling bases since our 
inception—specifically the periods of 1) May 2018-Dec 2020, 2) Dec 2018-Dec 2021, and 3) Dec 2019-Mar 2022—
we’re pleased with SWS Growth Equity’s absolute returns and its respective relative percentile rankings of 1) top 8%, 2) 
top 6%, and 3) top 29%, respectively. Since our May 2018 inception through the end of Mar 2022, SWS Growth Equity’s 
ranking has been in the top 15% of this specific universe.

fluctuated between 26% and 61%

Chart 1: SWS Growth Equity Performance as of 3/31/2022

Please see performance disclosures on page 11. SWS Growth Equity inception 5/1/2018.

SWS Growth Equity (net max fee)

SWS Growth Equity (gross)

Russell 1000 Growth

Russell 1000 Value

S&P 500 (reference)

4Q2021


-22.12%

-21.88%

-9.04%

-0.74%

-4.60%

YTD


-8.83%

-7.76%

14.98%

7.78%

15.65%

3-Year


(Annualized)

18.14%

19.63%

23.60%

13.30%

18.92%

Since Inception


(Annualized)

17.78%

19.27%

20.99%

11.51%

16.69%

Since Inception


(Cumulative)

89.79%

99.35%

110.87%

53.20%

83.00%

https://www.evestment.com/news/active-managers-outperformance-2012-2021/
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Chart 2: Equity Indices’ 1Q2022 Total Returns

Russell 1000 Growth

S&P 500

Russell 1000 Value

Russell Midcap

Russell 2000

NASDAQ Composite Index

-9.04%

-4.60%

-0.74%

-5.68%

-7.53%

-8.95%

Source: FactSet. Data represent total return (dividends reinvested into respective index) for the period 12/31/2021-3/31/2022

Chart 3: Growth of $1 Million in SWS Growth Equity Since Inception $1.99M $1.90M $2.11M $1.83M
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Above chart displays the value of a hypothetical $1 million investment in SWS Growth Equity since its May 1, 2018 inception, both on net of maximum 

advisory fee and gross of advisory fee bases. These results are compared with broad-based indices, which do not include expenses, and are shown 

on a total return basis with dividends reinvested.

Contributors & Detractors

The following analyses highlight the fundamental work underlying our investment process. Here we deconstruct the 
merits of the top contributors and detractors to portfolio performance on the quarter (with total return contributions 
listed):
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Top Contributor

Vertex Pharmaceuticals, Inc., [VRTX]: +18.8%

Vertex diverged significantly to the upside from its biotech peers in the first quarter, posting a +18.8% return versus a 
-15.5% return for its cohorts. This quarter has been a long-time coming for a position held since our May 2018 
inception. Its first as a top performer, 1Q turned the tides for VRTX’s prior appearances as underperformers in , 

, and .



Vertex offers a functional cure for 90%+ of cystic fibrosis patients with SYMDEKO, ORKAMBI, KALYDECO, and 
TRIKAFTA treatments, representing a ~$10B opportunity by 2024. While Vertex has come to dominate the cystic 
fibrosis (CF) market, it has struggled to develop a functional cure for diseases outside of CF. The cystic fibrosis 
opportunity is generally well understood by investors. Still, as minor setbacks occurred in Vertex’s other bets, investors 
became concerned about its ability to expand outside of the CF market. Attention then shifted to competitor Abbvie’s 
early stage CF efforts, which have since been delayed on concerns about patient tolerability and efficacy. This initial 
fear fed into the bearish narrative, forcing VRTX’s earnings multiple to contract from >50x to 13.5x. 



We  that excess investor pessimism was unwarranted, and investors were giving zero credit to Vertex’s 
pipeline, which showed signs of progress with key readouts upcoming. Taking advantage of this market opportunity, we 
purchased additional shares in March and December 2021. After these purchases, we have received positive interim 
readouts or updates on Vertex’s efforts in , , 

, and its  drug that offers an alternative to opioids for pain treatment. We continue to believe that 
Vertex will break out of its single disease label and will commercialize one or more of the above treatments in the next 
few years.

3Q2020
4Q2020 2Q2021

previously wrote

Sickle-cell disease/Beta-Thalassemia APOL1-mediated kidney disease Type 
1 diabetes VX-548

Top Contributor

UnitedHealth Group, Inc. [UNH]: +1.8%

Given the amount of innovation unfolding in healthcare, we view the current magnitude of healthcare sector public 
issuer influence in our index as particularly underwhelming. As such, we’re taking the explicit factor view to be 
overweight healthcare at the sector level, with a current weighting of 11.0% versus our bogey’s 8.6% allocation as of the 
end of March. That said, it’s a critically important risk management exercise to closely monitor the volatility spectrum 
across this particular sector opportunity set. For example, biotech names can possess significant upside prospects 
while simultaneously carrying downside scenarios of bankruptcy upon failure of a drug trial. On the other hand, the up-

https://f.hubspotusercontent10.net/hubfs/4020719/Growth%20Equity%20Quarterly%20Report/GrowthEquity_Quarterly_3Q2020-1.pdf#page=6
https://f.hubspotusercontent10.net/hubfs/4020719/Growth%20Equity%20Quarterly%20Report/GrowthEquity_Quarterly_4Q2020.pdf#page=9
https://f.hubspotusercontent10.net/hubfs/4020719/Growth%20Equity%20Quarterly%20Report/SWS_GrowthEquity_210721.pdf#page=8
https://f.hubspotusercontent10.net/hubfs/4020719/Growth%20Equity%20Quarterly%20Report/SWS_GrowthEquity_210721.pdf#page=8
https://investors.vrtx.com/news-releases/news-release-details/vertex-and-crispr-therapeutics-present-new-data-22-patients
https://investors.vrtx.com/news-releases/news-release-details/vertex-advances-vx-147-pivotal-clinical-development-people-apol1
https://investors.vrtx.com/news-releases/news-release-details/vertex-announces-positive-day-90-data-first-patient-phase-12
https://investors.vrtx.com/news-releases/news-release-details/vertex-announces-positive-day-90-data-first-patient-phase-12
https://investors.vrtx.com/news-releases/news-release-details/vertex-announces-statistically-significant-and-clinically
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down outlook is very different among healthcare service providers, where issuers like UNH reside. Our portfolio 
construction approach views UNH through this lens, with its allocation being earmarked for lower relative beta, higher 
market cap, helping to offset the higher octane of genomics exposure via NTRA and GH.



As for the fundamental merits behind our UNH ownership, we’ve owned the issuer in our portfolio since our inception. 
Many of the same investment merits exist, and all have strengthened since. Some macro factors impacting the 
company’s prospects have shifted–e.g. the political composition in both chambers of Congress and in the 
Administration–but UNH’s competitive advantage has steadily strengthened. Price discovery is still massively 
challenging between the end consumer (i.e. patients) and the seller (i.e. care providers). US demographics are still a 
tailwind due to aging Baby Boomers, which UNH describes as an increasingly polychronic population. US states shifting 
from fee-for-service to managed care requires providers that can deliver measurable outcomes, positioning UNH nicely 
for acute and complex care needs of this population. An acceleration towards telemedicine and electronic medical 
records fueled by pandemic-related factors are also in the company’s wheelhouse, with its recently announced 

 representative of the opportunity in in-home care. 



With a runway for continued steading operating leverage, translating into an outlook for mid-teens EPS growth and an 
attractive ROIC, we continue to see UNH as an attractive hedge against higher volatility exposures within healthcare. 
When up/down scenarios shifted in our other positions, as they did at various points in 1Q2022, we’ve used UNH as a 
funding source to add to laggards while managing our sector overweight.

$5.4B 
acquisition of LHC Group

Top Contributor

Visteon Corp. [VC]: -1.8%

Visteon finds itself on our list of top performers for the first time since . Although its -1.8% price move mildly 
underperformed the +1.4% of its automotive peers, this latter figure is essentially dominated by Tesla’s index weighting. 
Despite a challenging automotive backdrop, Visteon delivered strong 4Q 2021 results by outgrowing market vehicle 
production by 15 percentage points, an indication that VC’s focus on a digitized cockpit is the right approach.



Stubborn supply chain issues regarding semiconductor availability continue to hamper automotive suppliers like 
Visteon, but we expect these to be issues to be temporal. Global light vehicle sales bottomed at a ~66M annualized rate 
in 3Q2021 and should improve to ~90M by 2023 once supply chain bottlenecks are alleviated. Visteon should continue 
to grow above the market. Highlighted in our  piece, VC continues to win deals in wired/wireless battery 
management, a critical function in electric vehicles, surpassing $3B in new wins in this segment. Additionally, VC 
continues to perform well in the digital cluster segment, representing 41% of the $5.1B in new business wins in 2021, 
with new 4Q launches at OEM customers of GM, Ford, and Nissan.



Trading at just 19x forward earnings during a depressed phase of automotive industry production and nearing its 17x 
forward-earnings trough of March 2020, we took advantage of the opportunity and increased our position size on 
February 18th.

4Q2020

4Q2020

https://www.wsj.com/articles/unitedhealth-to-buy-home-health-firm-lhc-group-for-5-4-billion-11648550701
https://www.wsj.com/articles/unitedhealth-to-buy-home-health-firm-lhc-group-for-5-4-billion-11648550701
https://f.hubspotusercontent10.net/hubfs/4020719/Growth%20Equity%20Quarterly%20Report/GrowthEquity_Quarterly_4Q2020.pdf#page=7
https://f.hubspotusercontent10.net/hubfs/4020719/Growth%20Equity%20Quarterly%20Report/GrowthEquity_Quarterly_4Q2020.pdf#page=7
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Top Detractor

Natera, Inc. [NTRA]: -56.4%

Natera had a rough 1Q by experiencing a -56.4% stock price adjustment, underperforming the -15.5% average of its 
pharmaceutical and biotech peers. A trifecta of negative pressures hit NTRA in the first quarter. First, the market was a 
headwind, disproportionately hitting higher growth and beta companies, especially biotech, which had its fifth 
consecutive negative quarterly return and worst since 2018.



Additionally, Natera was hit with two negative headlines in the quarter. First, a  that 
pushed shares down as much as 50% intraday, and second a  on a false advertising case were too much to 
overcome for the quarter. Having owned the company for well over a year, while having many discussions with 
management, combined with a thorough understanding of the product offering and future roadmap, we were quickly 
able to factually disprove most of the short report and purchased additional shares on March 9th. 



On the tangible fundamental news front, Natera continues to execute well. Updated data readouts in its  and 
 segments with its Prospera and Signatera products continue to signal positive data points and further 

adoption in transplant and additional cancer types. Additionally, corporate insiders took steps to further align themselves 
with shareholders on this pullback by either outright  or deciding to take all 

.

highly misleading short report
jury ruling

transplant
oncology

purchasing shares 2022 compensation in the 
form of stock

Top Detractor

®

Shopify, Inc. [SHOP]: -50.9%

Shopify finds itself on our list of detractors for the first time, underperforming its financial services peers in the quarter, 
with price moves of -48.3% versus -7.7%, respectively. We last wrote about SHOP in , then riding high off of 
recent partnership integration announcements with TikTok, Google, and Walmart and commanding ~8% share of US 
retail Ecommerce sales. Since then, they’ve added , picked up $55B in incremental annual GMV, 
and increased Shopify Payments product adoption by 5 points to cover 51% of GMV. Shopify is still the de facto choice 
for new entrepreneurs hoping to sell online while continuing to attract established and unique brands from a variety of 
industries like JD marketplace, Invisalign, HelloFresh, Cardi B, and more brands from CPG Unilever.



This quarter Shopify was hit by a couple of items that hindered performance. First and foremost, the impact of Apple 
 changes finally came to issues for many ad-based businesses like , , and . IDFA 

2Q2021

two points of share

IDFA Facebook Snapchat Pinterest
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https://hindenburgresearch.com/natera/
https://investor.natera.com/news-releases/news-release-details/jury-finds-caredx-and-natera-engaged-false-advertising
https://investor.natera.com/news-releases/news-release-details/natera-announces-results-large-multi-center-clinical-experience
https://investor.natera.com/news-releases/news-release-details/landmark-circulate-japan-study-shows-nateras-signateratm-mrd
https://investor.natera.com/news-releases/news-release-details/roelof-botha-lead-independent-director-natera-board-makes-5
https://investor.natera.com/news-releases/news-release-details/natera-executives-and-board-take-pay-stock-instead-cash
https://investor.natera.com/news-releases/news-release-details/natera-executives-and-board-take-pay-stock-instead-cash
https://f.hubspotusercontent10.net/hubfs/4020719/Growth%20Equity%20Quarterly%20Report/SWS_GrowthEquity_210721.pdf#page=6
https://s27.q4cdn.com/572064924/files/doc_financials/2021/q4/Shopify-Investor-Deck-Q4-2021.pdf#page=17
https://www.adjust.com/glossary/idfa/
https://www.cnbc.com/2022/02/02/facebook-says-apple-ios-privacy-change-will-cost-10-billion-this-year.html
https://www.imore.com/snap-shares-plummet-25-it-reveals-apple-privacy-changes-crushed-ads
https://www.forbes.com/sites/johnkoetsier/2021/04/26/ios-14-is-apple-ceo-tim-cooks-big-fat-kiss-to-facebook-twitter-pinterest-google-snap-reddit-and-other-major-platforms/
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changes limit companies’ ability to directly target customers with relevant advertisements. Shopify’s customers who 
typically over-index towards direct targeting for procuring customers were negatively affected. Second, questions were 
raised over SFN, Shopify Fulfillment Network, where capital expenditures are beginning to ramp with $1B projected to 
be spent in 2023 and 2024.



We view these investments as attractive capital oualys and urge Shopify to invest aggressively in its network. We view 
Shopify as the one player who can provide an alternative to Amazon for individual entrepreneurs when selling on the 
internet. Building out a fulfillment network, complete with its robotics capabilities via its 6 Rivers Systems acquisition, is 
the most natural extension for Shopify in continuing to honor its company slogan of “arming the rebels.” 

Top Detractor

Ambarella, Inc. [AMBA]: -48.3%

AMBA, a Growth Equity May 2018 inception position and a frequent participant in our quarterly Contributors/Detractors, 
found itself in the latter camp this quarter, returning -48.3% while underperforming the -9.7% outcome of its 
semiconductor peers. Our last update on the company was in , where we correctly hypothesized its now-
apparent Rivian design, .



Underperformance can be attributed to general market weakness punished previous market winners, growth, and 
semiconductor companies hardest, AMBA fitting all of these qualitative factors. Additionally, AMBA could not dodge the 
omnipresent semiconductor supply chain issues. During its 4Q call, the company disclosed a $5M negative impact from 
its foundry supplier, Samsung, due to its own supply shortfall, and AMBA’s newest customer, Rivian, was forced to 

.



We think these issues are temporal and, as such, repurchased additional shares in March at $94/share, after previously 
selling a portion of our position in December at $225/share. We see better signals for AMBA’s prospects from the 
company’s most recent analyst day. We were fortunate to attend the January 2022 event in conjunction with , 
where Ambarella unveiled its newest CV3 chip and provided a roadmap for the platform’s future. CV3 offers up to 

 on 50 only 50 watts of energy, handling up to 20 cameras and radar processing simultaneously. This chip 
represents Ambarella’s foray into being the main processor in the automotive market. Previously, AMBA has served in 
ancillary automotive products, such as dashcams and driver recorders, and recently moved into camera processing 
with Rivian. However, to date, the company has not evolved into handling central domain controller workloads. Astute 
listeners to the last quarterly call and the most recent investor's conference will note CEO Fermi Wang’s excitement 
about being on the “shortlist” for “major” designs. We continue to believe a highly focused CV solution, combined with 
“HD radar” through its acquisition of Oculi without Lidar, can perfectly address  , a view that 

 are coming around on.

3Q2021
one that utilizes AMBA’s computer vision (CV) solution

cut 
production output

CES
500 

eTOPS

levels 4 & 5 ADAS more in 
the industry

https://f.hubspotusercontent10.net/hubfs/4020719/Growth%20Equity%20Quarterly%20Report/SWS_GrowthEquity_211020.pdf#page=5
https://www.theverge.com/2022/2/15/22935899/rivian-gear-guard-surveillance-sasquatch-lock
https://www.wsj.com/articles/rivian-automotive-curtails-production-in-2022-due-to-supply-chain-disruptions-11646951126#:~:text=Rivian%20Automotive%20Inc.'s%20losses,produce%2025%2C000%20vehicles%20in%202022.
https://www.wsj.com/articles/rivian-automotive-curtails-production-in-2022-due-to-supply-chain-disruptions-11646951126#:~:text=Rivian%20Automotive%20Inc.'s%20losses,produce%2025%2C000%20vehicles%20in%202022.
https://www.ces.tech/
https://www.eetasia.com/ambarella-targets-av-domain-controllers-with-next-gen-ai-engine/
https://www.eetasia.com/ambarella-targets-av-domain-controllers-with-next-gen-ai-engine/
https://www.synopsys.com/automotive/autonomous-driving-levels.html
https://en.wikipedia.org/wiki/Advanced_driver-assistance_systems
https://www.teslarati.com/toyota-adopts-teslas-camera-only-approach-to-self-driving-development/
https://www.teslarati.com/toyota-adopts-teslas-camera-only-approach-to-self-driving-development/
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Portfolio Changes

New Positions: GH, RH

Position additions: NTRA, SQ, NET, LII, EA, NFLX, 
SHOP, NEWR, VC, TWLO, FB, AMBA, PCT

Position reductions: NEWR, FB, ANET, UNH, GOOGL, 
VRTX, STZ, WDAY, MRVL, EA, EW

Position exits: ASML



New Positions



RH [RH] - New to the portfolio this quarter is RH, better 
known as Restoration Hardware, a  luxury furniture 
retailer, filling our hole in “housing” exposure after 
previously owning Home Depot (HD) and Wayfair (W).



RH is led by CEO Gary Friedman, who originally joined 
the firm in 2001 and has been executing his vision of 
building the first global luxury furniture brand. Currently, 
RH is in the midst of a rapid transformation, investing 
heavily in physical stores as the world races to 
Ecommerce. 



Utilizing this backdrop in negotiations with landlords, RH 
has been redesigning their existing ~7k sq. ft. galleries. 
Its development of massive 30-50k sq. ft. showrooms 
incorporates top-quality restaurants that improve foot 
traffic by 3x while mainly utilizing a sale-leaseback model 
to lower absolute rents, despite the 5x increase in gallery 
size. The increased floor space allows for a total 
assortment displayed to go from less than 5% to greater 
than 30%. The product shown on the showroom floor 
sells 50-150% better, leading RH to post an extremely 
impressive 73% ROIC in 2021.



These new, massive showrooms provide a massive 
competitive advantage over the fragmented, average-
sized 3.3k sq. ft mom-and-pop stores that represent the 
rest of the luxury home furnishing market. We expect RH 
to continue to be the dominant force and continue to take 
wallet share in the luxury home furnishing market as it 
transitions the remaining 36 legacy galleries domestically 
and opens its first international location in England this 
summer.

Guardant Health, Inc. [GH] - The other recently added 
position to Growth Equity was Guardant Health. GH 
competes in the same segment of liquid biopsy 
diagnostics as our existing position, Natera. As we 
canvased the liquid bio market over the last two years, we 
have grown to appreciate the massive addressable 
market and the multitude of unique approaches to a liquid 
biopsy-based cancer diagnosis. Ultimately, we don’t think 
this market will face a “winner-take-all” dynamic.



GH’s focus has been on the asymptomatic cancer 
screening side, relative to NTRA’s focus on tissue-
informed minimal residual disease (MRD). GH utilizes a 
blood draw to inform patients if they have cancers. NTRA 
analyzes a previously removed tumor and then completes 
a blood draw to evaluate whether a patient’s cancer has 
been entirely removed, still exists, or even measure its 
growth rate.



Guardant’s efforts have centered on its key . 
Eclipse is a 13k participant prospective trial of an 
average-risk population, examining participants for 
colorectal cancer by a single blood draw. The final data 
readout will occur in the next few months, but interim 
updates have indicated an asymptomatic population's 
sensitivity rates in the high 80% to low 90%. This 
compares favorably to the only other non-surgical option 
for colorectal cancer detection, Cologuard, which requires 
a mailed-in stool sample. Compliance is the main issue 
with colorectal cancer screening, with an estimated 50M 
(38%) not in compliance. Guardant survey research 
indicates a 92% likelihood of compliance if sensitivity is 
equal to Cologuard.



Pre-cancer colon screening is just one opportunity. GH is 
well situated to penetrate the $50B pre-cancer screening 
and early detection market, with GH clinical studies 
already underway in multiple other cancer types. 
Additionally, GH is expanding to also address the tissue-
informed, recurrence monitoring, and treatment selection 
market TAMs, representing another $30B+ opportunity.

Eclipse trial

https://guardanthealth.com/clinical-studies/
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Portfolio Manager
Michael Parker, CFA, is the CIO of SWS and lead portfolio manager for the SWS Growth Equity strategy. 

Before joining SWS in 2017, Mike was a portfolio manager of $4 billion of long-only equity portfolios at the 

Ohio Public Employees Retirement System (OPERS). He leverages over nineteen years of experience on 

both the buy-side and sell-side to bring an institutional research and portfolio management framework to 

SWS Partners. Prior to OPERS, Mike was responsible for investment bank equity research at FBR Capital 

Markets. He received his Bachelor of Science in economics, finance concentration, from the Wharton 

School at the University of Pennsylvania and is a CFA® charterholder.

Portfolio Manager
Kurt Grove, CFA, is a portfolio manager for the SWS Growth Equity strategy. Before joining SWS in 2020, 

Kurt was an analyst on the internal active long-only US equity portfolios at Ohio Public Employees 

Retirement System (OPERS). He leverages over seven years of experience on the buy-side and in risk 

management to bring an institutional research and portfolio management framework to SWS Partners. Prior 

to OPERS, Kurt was responsible for Quantitative Risk Management at Key Bank. He received his Bachelor 

of Science in business administration, finance concentration, from the Fisher College of Business at The 

Ohio State University and is a CFA® charterholder.

Important Disclosures
Investment advisory services are offered through SWS Partners, LLC ("SWS"). 
SWS is an investment advisor registered with the Securities & Exchange 
Commission. Registration as an investment advisor does not imply any particular 
level of skill or training. If you would like a copy of SWS’s disclosure brochure(s), 
you may request a copy by emailing us at info@swspartners.com or download a 
copy by going to www.adviserinfo.sec.gov.



Performance results and comparisons are made on a total-return basis, which 
include all income from dividends and interest, and realized and unrealized gains 
or losses. SWS Growth Equity returns are shown both gross and net of fees and 
are calculated by geometrically linking month-end market values of the strategy’s 
inception cohort. Gross return excludes advisory fees paid to the firm. Net returns 
include the time-weighted deduction of the firm’s maximum wrap fee (which 
includes both SWS’s management fee and trading costs) and assume all cash 
flows occur at month-end. 



This material is not intended as and should not be used to provide investment 
advice and is not an offer to sell a security or a recommendation to buy a security. 
This summary is based exclusively on an analysis of general market conditions 
and does not speak to the suitability of any specific proposed securities 
transaction. 



This investment strategy is subject to management risk such that no assurance 
may be given that the portfolio’s value will be more than the original investment. 
The investment return and principal value of SWS Partners, LLC portfolios will 
fluctuate as the stock and bond markets fluctuate such that an investor’s shares 
and/or portfolio value, when redeemed, may be worth more or less than their 
original cost. 



This portfolio of individual equity and pass-through securities and our forward-
looking statements or projections are subject to risks including but not limited to 
portfolio concentration risk, 

company-specific risk, regulatory risk, financial market risk, global economic risk, 
credit risk, interest rate risk, foreign market risk that may involve currency, political, 
and social risk.



Diversified portfolio strategies do not assure or guarantee better performance and 
do not eliminate the risk of investment losses. It should not be assumed that any 
security holding shown was or will be profitable. The portfolio’s holdings and 
allocation are subject to change based on the discretion of SWS Partners, LLC. 
Different types of investments involve varying degrees of risk and there can be no 
assurance that any specific investment will be suitable for a client’s portfolio. 
Investors should consider the risks, charges, and expenses carefully before 
investing in this or any other strategy. Investors should ensure the strategy 
presented fits within their investment objectives. 



The Russell 1000 Growth Index is a market cap-weighted index of common stocks 
incorporated within the US and its territories and may not necessarily be 
substantially similar to your portfolio. It is not possible to invest directly in an index. 



All opinions and views mentioned in this report constitute our judgments as of the 
date of writing and are subject to change at any time. We will not advise you as to 
any change in figures or views found in this report. 



Our judgment or recommendations may differ materially from what may be 
presented in a long-term investment plan. Investors should consult with an 
investment advisor to determine the appropriate investment strategy and 
investment vehicle. Investment decisions should be made based on the investor’s 
specific financial needs and objectives, goals, time horizon and risk tolerance. 
Security information, portfolio management strategies and tactical decision 
processes are opinions of SWS Partners, LLC and the performance results of such 
recommendations are subject to risks and uncertainties.
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