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Though fluctuating expectations for the trajectory of central bank policy and acute signs of strain in the banking 
sector made for a volatile first quarter 2023, investment markets in general continued to rebound from a very 
challenging 2022. The Russell 2000 Index posted a return of 2.7% during the period, building on its fourth 
quarter 2022 gain of 6.2%. In a notable shift from last year’s results, value stocks in the index lagged growth 
names by about 680 basis points. The underperformance of small cap stocks relative to large cap stocks 
persisted into early 2023, however, with the Russell 2000 lagging the S&P 500 Index’s return of 7.5%.1 

Bank Shot
Oscillating market sentiment thus far in 2023 seems to suggest partic-
ipants are struggling to develop a consensus view on the direction of 
interest rates and economic growth as the Federal Reserve and other 
major central banks continue to wring liquidity from the system in the 
face of still-high inflation. January’s risk rally, fueled by hopes that the 
rate-hike cycle was nearing its end, faded in February as a hawkish 
string of data releases depicted resilience in the economy, labor 
market and prices. While markets seemed to coalesce around the 
”higher for longer” narrative by early March, subsequent tumult in the 
banking sector raised new uncertainties about the Fed’s path forward 
and renewed old concerns about systemic fragility. 

After a long period of relative calm in the US banking system, 
mid-March saw midsized banks Silicon Valley Bank (SVB) and 
Signature Bank both fail within days of one another, representing the 
second- and third-largest bank failures in the country’s history. SVB 
was brought down primarily by its investment portfolio of long-dura-
tion fixed income securities; with deposit levels falling, SVB was forced 
to sell a portion of these assets at a large loss to realign its portfolio 
with the higher interest rate environment. SVB’s troubles produced 
runs at other banks deemed vulnerable in the uncertain environment, 
causing widespread weakness in bank equity prices and ultimately 
bringing down crypto-focused Signature Bank. While intervention by 
US regulators soothed jittery markets, these bank failures highlighted 
the pronounced vulnerabilities inherent in today’s financial system 
and the high potential for unintended consequences as policymakers 
attempt to unwind years of highly accommodative monetary policy. 
It seems likely that such concerns may further complicate the Fed’s 
decision-making process as it contends with uncomfortable levels of 
inflation and an inverted yield curve warning of potential recession on 
the horizon. 

The environment is not all doom and gloom, however. Economic growth 
has proved resilient despite diminishing liquidity, bolstering corporate 
fundamentals. US GDP growth for the first quarter is forecast to come 
in as high as 3.25%, an acceleration from the 2.6% pace in fourth 
quarter 2023, as the strong labor market and easing commodity 
prices supported consumer spending.2 Meanwhile, some potential 
accelerants to economic distress don’t appear as threatening as they 
once did; the housing market, for example, continues to be supported 
by low inventory even as higher interest rates weigh on affordability. 

Leveraging Volatility and Staying Cheap 
Though happy with another quarter of positive returns from our 
investment universe and the outperformance of our strategy, we 
were somewhat disappointed by the relative performance of the small 
cap market in the first quarter. Historically, small companies have led 
markets in up quarters while lagging during down periods; while the 
Russell 2000 led the S&P 500 for much of the quarter, March’s bank 
failures appeared to have had a disproportionately large negative 
impact on sentiment toward smaller names. As a result, the relative 
valuation between small and large stocks widened further off of 
already very pronounced levels, and our research suggests small 
stocks are historically cheap relative to large names on a price-to-
earnings basis.

Notably, markets continued to be volatile in the first quarter; the 
Russell 2000 moved at least 1% in more than half of the period’s 
trading days.3 Such volatility provides us with ample opportunity to 
move into stocks we consider undervalued relative to their funda-
mentals, and during the quarter we continued to build positions in 
companies we believe are demonstrating positive idiosyncratic trends 
that ultimately will be recognized by the market. When this may happen 
is beyond our control, but we are confident we will be rewarded if we 
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Portfolio Review
Small Cap Opportunity Fund A Shares (without sales charge*) posted 
a return of 6.25% in first quarter 2023. Information technology, 
industrials and consumer discretionary were the leading contrib-
utors among equity sectors; energy and financials detracted, while 
consumer staples also lagged. The US Small Cap strategy outper-
formed the Russell 2000 Value Index in the period.  

Leading contributors in the First Eagle Small Cap Opportunity Fund 
this quarter included inTEST Corporation, Axcelis Technologies, Inc., 
FormFactor, Inc., FTAI Aviation Ltd. and Blue Bird Corporation.

Semiconductor capital equipment manufacturers were the top three 
individual contributors to performance, as the industry benefitted from 
a rebound in demand for semiconductors—particularly silicon carbide 
chips used in power applications for electric vehicles—and continued 
spending on manufacturing capacity. inTEST Corporation designs and 
manufactures automatic test equipment for chipmakers to perform 
development, qualifying and final testing of wafers and packaged 
devices. The company is in the middle of a multiyear transformation 
that has included acquisitions and new product development targeting 
end markets where it previously lacked a presence—such as applica-
tions for electric vehicles. The market appears to have taken notice of 
these positive developments.

Axcelis Technologies manufactures and services ion implantation 
systems and other processing equipment used in the fabrication of 
semiconductor chips. Demand for the company’s flagship Purion 
Power Series has been fueled by increased adoption of electric 
vehicles. Gross margins have also benefited from improving supply 
chain conditions and favorable product mix.

FormFactor designs and manufactures testing and measurement 
equipment, with an emphasis on probe cards that allow chipmakers to 
test products at the wafer level before they are packaged and installed 
in devices like cell phones. Demand for FormFactor’s testing products 
has increased alongside increasing chip complexity, buoying the stock.

FTAI Aviation leases and provides maintenance services for commer-
cial jet engines, with a focus on CFM56 engines that it leases to tier 
two and tier three airlines. As supply chain challenges have made 
engines and maintenance more expensive, customers have found 

FTAI’s services to be a more economical and flexible solution to stay in 
the air as they seek to meet the uptick in travel.

Based in Georgia, Blue Bird manufactures school buses with a 
range of engines and is a leader in electric, propane-powered and 
compressed natural gas-powered buses. The company is experi-
encing a recovery in margins as pricing is catching up to higher costs 
like steel. As a replacement cycle looms for the country’s aging school 
bus fleet, Blue Bird is well positioned to benefit from a provision in 
the Infrastructure Investment and Jobs Act that commits $5 billion in 
federal funding for the electrification of school buses.  

The leading detractors in the quarter were Enviva Inc, ProPetro 
Holding Corp., American Public Education, Inc., Seacoast Banking 
Corporation of Florida and Independent Bank Group, Inc..

Enviva is one of the world’s largest producers of industrial wood 
pellets, which it sources from industrial waste wood and low-grade 
wood and distributes to power generators primarily in Europe and 
Asia. While Enviva’s longer-term outlook is supported by demand for 
non-fossil fuel sources of energy, Enviva shares underperformed 
during the quarter because of a dilutive equity raise and an accounting 
change that resulted in lower-than-expected margins and income. 

ProPetro provides hydraulic fracturing and other complementary 
services to upstream oil and gas customers targeting unconventional 
resources primarily in the rich Permian Basin. Shares of ProPetro 
underperformed during the quarter as production was disrupted by 
winter storms, fleet repositioning and overall warmer-than-normal 
temperatures pressured natural gas prices which could lead to 
increased competition in the Permian. However, we believe that the 
company is well-positioned to benefit from investments in capacity in 
the domestic oil patch. 

American Public Education (APEI) provides online postsecondary 
education, with a focus on a wide range of degree programs and 
certificate programs to meet the needs of the military and public 
service communities. Shares of APEI have struggled as it continued to 
face challenges integrating its 2021 acquisition of nursing and health 
sciences-focused Rasmussen University. Rasmussen has seen enroll-
ment decline amid Covid-related challenges, leadership departures 
and state-mandated enrollment caps in certain markets, weighing on 
APEI’s margins.  

exercise discipline in the one area that we can control: the price we 
pay for such stocks. 

We believe our portfolio—in our view, cheap relative to the market 
and with broad, diversified exposure to stocks that have the potential 
for significant upside—is well positioned for a variety of market 
environments. We had been and continue to be minimally exposed to 
the financials sector, as our bottom-up fundamental research found 
little appeal in an environment plagued by shaky balance sheets. In 

contrast, we continue to be overweight in information technology and 
industrials as production ramps up in both of those areas.

* Performance for Class A shares without the effect of sales charges and assumes all distributions have been reinvested, and if a sales charge was included values 
would be lower.
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Following the failures of Silicon Valley Bank and Signature Bank, 
a number of regional bank stocks—including Seacoast Banking 
Corporation of Florida and Independent Bank Group—traded lower on 
fears of contagion. Seacoast has built a strong franchise in Florida, the 
fastest growing state in the US, by providing a range of banking and 
investment services for individuals and businesses and prudent loan 
underwriting. We believe the bank is well-positioned to weather the 
current banking tumult, but our near-term outlook remains cautious. 

Headquartered in Texas, Independent Bank Group offers personal 
and business banking services and operates in four market regions in 
Texas and Colorado. The company primarily serves small- and medi-
um-sized businesses; as these customers typically have deposits that 
exceed the $250,000 FDIC insurance maximum, Independent came 
under scrutiny during the quarter.

We appreciate your confidence and thank you for your support.

Sincerely,

First Eagle Investments



First Eagle Small Cap Opportunity Fund First Eagle Investmentspage 4

The performance data quoted herein represent past performance and do not guarantee future results. Market volatility 
can dramatically impact the Fund’s short-term performance. Current performance may be lower or higher than figures 
shown. The investment return and principal value will fluctuate so that an investor’s shares, when redeemed, may be 
worth more or less than their original cost. Past performance data through the most recent month-end are available at 
www.firsteagle.com or by calling 800-334-2143. 
The average annual returns for Class A Shares “with sales charge” of the First Eagle Small Cap Opportunity Fund gives 
effect to the deduction of the maximum sales charge of 5.00%. 
Class I Shares require $1MM minimum investment and are offered without sales charge. There is no minimum subsequent investment amount for Class I Shares. 
Class R Shares are offered without sales charge. 
Inception date shown for the Russell 2000 Value and Russell 2000 Indices matches the Small Cap Opportunity Class I shares, which have the oldest since inception date 
for the Small Cap Opportunity Fund. 
The annual expense ratio is based on expenses incurred by The Fund, as stated in the most recent prospectus. 
Diversification does not guarantee investment returns and does not eliminate the risk of loss. 
Duration is a measure of the sensitivity of the price of a bond or other debt instrument to a change in interest rates. 
Risk Disclosures
All investments involve the risk of loss of principal. 
There are risks associated with investing in foreign investments (including depositary receipts). Foreign investments, which can be denominated in foreign currencies, 
are susceptible to less politically, economically and socially stable environments, fluctuations in the value of foreign currency and exchange rates, and adverse changes to 
government regulations.
The value and liquidity of portfolio holdings may fluctuate in response to events specific to the companies or markets, as well as economic, political or social events in the 
United States or abroad. During periods of market volatility, the value of individual securities and other investments at times may decline significantly and rapidly. The 
securities of small and micro-size companies can be more volatile in price than those of larger companies and may be more difficult or expensive to trade. 
A principal risk of investing in value stocks is that the price of the security may not approach its anticipated value or may decline in value. “Value” investments, as a 
category, or entire industries or sectors associated with such investments, may lose favor with investors as compared to those that are more “growth” oriented. 
Strategies whose investments are concentrated in a specific industry or sector may be subject to a higher degree of risk than funds whose investments are diversified 
and may not be suitable for all investors. 
One cannot invest directly in an index. Indices do not incur management fees or other operating expenses. 
Russell 2000® Growth Index measures the performance of the smallcap growth segment of the US equity universe. It includes those Russell 2000 companies with 
relatively higher price-to-book ratios, higher I/B/E/S forecast medium term (2 year) growth and higher sales per share historical growth (5 years). Russell 2000® Index 
measures the performance of the small-cap segment of the US equity universe. It includes approximately 2,000 of the smallest securities based on a combination of 
their market cap and current index membership. S&P 500 Index is a widely recognized unmanaged index including a representative sample of 500 leading companies in 
leading sectors of the US economy. Although the S&P 500 Index focuses on the large cap segment of the market, with approximately 80% coverage of US equities, it is also 
considered a proxy for the total market. 
The holdings mentioned herein represent the following total assets of the First Eagle Small Cap Opportunity Fund as of 31-Mar-2023: inTEST Corporation 0.72%; Axcelis 
Technologies, Inc. 0.37%; FormFactor, Inc. 0.69%; FTAI Aviation Ltd. 0.66%; Blue Bird Corporation 0.39%; Enviva Inc 0.57%; ProPetro Holding Corp. 0.44%; American Public 
Education, Inc. 0.08%; Seacoast Banking Corporation of Florida 0.25%; Independent Bank Group, Inc. 0.08%.
This commentary represents the opinion of the First Eagle Small Cap Opportunity Fund portfolio managers as of 31-Mar-2023 and is subject to change based on market 
and other conditions. The opinions expressed are not necessarily those of the entire firm. These materials are provided for informational purposes only. These opinions 
are not intended to be a forecast of future events, a guarantee of future results, or investment advice. Any statistics contained herein have been obtained from sources 
believed to be reliable, but the accuracy of this information cannot be guaranteed.
The Fund’s portfolio is actively managed and holdings can change at any time. Current and future portfolio holdings are subject to risk. 

Average Annual Returns as of Mar 31, 2023

YTD 1 Year
Since 

Inception

Expense 
 Ratio 

Gross2

Expense 
 Ratio 

Net
Inception 

Date

First Eagle Small Cap Opportunity Fund Class A (FESAX) w/o load 6.25% -8.15% -6.43% 1.42% 1.26% Jul 1, 2021

First Eagle Small Cap Opportunity Fund Class A (FESAX) w/ load 0.90% -12.78% -9.12% 1.42% 1.26% Jul 1, 2021

First Eagle Small Cap Opportunity Fund Class I (FESCX) 6.24% -8.05% -4.19% 1.18% 1.01% Apr 27, 2021

First Eagle Small Cap Opportunity Fund Class R6 (FESRX) 6.35% -7.94% -6.20% 1.29% 1.01% Jul 1, 2021

Russell 2000® Value Index¹ -0.66% -12.96% -6.62% Apr 27, 2021

Russell 2000® Index 2.74% -11.61% -10.61% Apr 27, 2021

1. Primary index. 
2. The annual expense ratio is based on expenses incurred by the fund, as stated in the most recent prospectus. These are the actual fund operating expenses prior to the 
application of fee waivers and/or expense reimbursements. First Eagle Investment Management, LLC (‘‘First Eagle’’) has contractually agreed to waive and/or reimburse 
certain fees and expenses of Classes A, I and R6 so that the total annual operating expenses (excluding interest, taxes, brokerage commissions, acquired fund fees and 
expenses, dividend and interest expenses relating to short sales, and extraordinary expenses, if any) (‘‘annual operating expenses’’) of each class are limited to 1.26%, 
1.01% and 1.01% of average net assets, respectively. Each of these undertakings lasts until February 29, 2024, and may not be terminated during its term without the 
consent of the Board of Trustees. The Fund has agreed that each of Classes A, I and R6 will repay First Eagle for fees and expenses waived or reimbursed for the class 
provided that repayment does not cause annual operating expenses (after the repayment is taken into account) to exceed either: (1) 1.26%, 1.01% and 1.01% of the class’s 
average net assets, respectively; or (2) if applicable, the then-current expense limitations. Any such repayment must be made within three years after the year in which 
First Eagle incurred the expense.
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The opinions expressed are not necessarily those of the firm. These materials are provided for informational purposes only. These opinions are not intended to be a 
forecast of future events, a guarantee of future results, or investment advice. Any statistics contained herein have been obtained from sources believed to be reliable, 
but the accuracy of this information cannot be guaranteed. The views expressed herein may change at any time subsequent to the date of issue hereof. The information 
provided is not to be construed as a recommendation to buy, hold or sell or the solicitation or an offer to buy or sell any fund or security. 
Third-party marks are the property of their respective owners. 
FEF Distributors, LLC (Member SIPC) distributes certain First Eagle products; it does not provide services to investors. As such, when FEF Distributors, LLC presents a 
strategy or product to an investor, FEF Distributors, LLC does not determine whether the investment is in the best interests of, or is suitable for, the investor. Investors 
should exercise their own judgment and/or consult with a financial professional prior to investing in any First Eagle strategy or product. 

Investors should consider investment objectives, risks, charges and expenses carefully before investing. The prospectus 
and summary prospectus contain this and other information about the Funds and may be viewed at www.firsteagle.
com or by calling us at 800-747-2008. Please read our prospectus carefully before investing. Investments are not FDIC 
insured or bank guaranteed and may lose value. 
The First Eagle Funds are offered by FEF Distributors, LLC, a subsidiary of First Eagle Investment Management, LLC, which provides advisory services. 


