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“These are the times that try men's souls. The summer soldier and the sunshine patriot will, in this crisis, shrink from the service of 
their country; but he that stands by it now, deserves the love and thanks of man and woman. Tyranny, like hell, is not easily 
conquered; yet we have this consolation with us, that the harder the conflict, the more glorious the triumph. What we obtain too 
cheap, we esteem too lightly: it is dearness only that gives everything its value.”   
Thomas Paine, The American Crisis, No. 1 
 
Thomas Paine wrote The American Crisis series as a rallying cry for a Continental Army that was weary, hungry, cold, and had 
experienced few, if any, real victories – not unlike how value investors feel during this AI revolution. Okay, so maybe that’s an 
exaggeration. However, Paine’s point of standing by one’s country rings true for investors who still believe that valuation matters.   
 
The American Revolution was unique in history in that it did not result in a dictatorship or tyranny. Certainly, there were skeptics that 
this would happen, and, indeed, there were those who wanted to appoint George Washington as one. Our democratic republic has 
survived 250 years against the odds and against the pattern of every revolution before it. This was one of those rarities where “things 
are different this time.”  
 
As investors, however, we are not strong believers in “things will be different this time.” It’s not 1776, and we don’t dispute the AI 
revolution. We do, however, have an issue with the valuations on AI-related stocks. We also believe there is opportunity on the other 
side of the AI trade. 
 
There is hardly any industry that hasn’t seen stocks retreat over fears of AI disruption. We don’t doubt that there will be impacted 
companies. However, we also believe there are companies AI will not significantly hurt — and some whose competitive position it 
may actually improve. We find this side of the AI coin to be enticing. Across our portfolios, we have added weight in software, 
financial services, and healthcare. We suspect this is one of the more interesting opportunities we have seen in a while. 
 
In the meantime, small caps and value have been leading the pack through the first half of the year, not that investors have noticed. 
Year-to-date as of 6/30/2026, the Russell 2000® Value Index was up 23%, the Russell 2500™ Value Index was up 24%, and the 
Russell Midcap® Value was up over 17%. The Russell Microcap® Value Index was up over 30%. This compares to the S&P 500® 

Index up 10%, and the NASDAQ composite up 13%.   
 
We mentioned in our December 2025 Catalyst that “the setup for small and value is improving. Relatively cheap valuations and 
improving earnings growth could signal an inflection point.” January 2026 saw a strong start to the year for small caps, and we cited 
Jefferies research that pointed out “when small beats large in the first month of the year, the average gain over the next 11 months has 
been double digits, and small has beaten large 61% of the time.” 
 
We don’t know if the performance trend will persist. We do continue to believe that relative valuations are attractive in the value 
space, and that earnings appear stable. Moreover, we surmise most investors are underweight value given the relative 
underperformance over the last decade combined with outflows from the asset class. If performance continues, investors will start to 
take notice, and we could see money flowing back to small and value, perpetuating the rally.   
 
It is believed that George Washington read Thomas Paine’s American Crisis to his troops before the Christmas Eve surprise attack at 
Trenton. The value rally has been a bit of a surprise for investors this year. As Paine exhorted the people to continue to support the 
revolution and not lose faith, we continue to recommend diversification and exposure to the value space. The counter-revolution may 
already be underway. We will see.   
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The best performing sector of the market was technology. Energy was the worst performing sector in the benchmark. Small/mid cap 
value outperformed small/mid cap growth. 
 
The Victory Integrity Small/Mid Cap Value Fund (A shares without sales charge) underperformed the Russell 2500™ Value Index 
benchmark for the period. Security selection in technology was the largest source of underperformance for the quarter. Stock selection 
in consumer discretionary and materials aided performance. Sector weights were negative as our underweight to technology (the best 
performing sector) hurt. From a style factor perspective, lower volatility and a lower market capitalization were headwinds. 

The single largest detractor in technology was Sandisk Corp. (SNDK), up 258%, and not owning it cost us 401 basis points. Not 
owning Coherent Corp. (COHR), up 66%, also hurt and cost us 36 basis points. Of the names that we owned, Amdocs Limited (DOX) 
was our largest detractor. AI disintermediation concerns pressured IT services companies such as Amdocs Limited (DOX). There 
were a handful of positive contributors. The SOX (Philadelphia Stock Exchange Semiconductor Index) had its best quarter ever on 
rising expectations for AI demand, resulting in broad based semiconductor and semicap equipment company outperformance for 
names such as MKS Inc. (MKSI), Synaptics Inc. (SYNA), and Diodes Inc. (DIOD) which were up 94%, 77%, and 60% respectively. 
Flex Ltd. (FLEX), up 148%, rallied on solid results as well as the announced spin-off of their Cloud and Power Infrastructure 
Segment. A beat and raise quarter as well as enthusiasm around the emerging opportunity to secure AI agents boosted Okta, Inc., 
Class A (OKTA).  
            
Victoria's Secret & Company (VSXY) and Marriott Vacations Worldwide Corp. (VAC) were the top contributors within consumer 
discretionary. Victoria's Secret & Company (VSXY) posted an earnings beat and raise powered by product innovation, broad based 
demand, and increased full price selling. An analyst upgrade, upbeat presentations at investor conferences, and improving lodging 
sentiment lifted Marriott Vacations Worldwide Corp. (VAC) shares. National Vision Holdings, Inc. (EYE) limited performance. 
Despite solid earnings, a comp slowdown resulting from a website re-platforming pressured company shares.   
 
Not owning Albemarle Corp. (ALB), down 25% and Royal Gold, Inc. (RGLD), down 21% aided performance within materials. 
Mosaic Company (MOS) limited performance. Continued raw material pressure from rising sulfur prices due to the Iran war is hurting 
Mosaic Company (MOS) phosphate profitability. 
 
Overall performance in financials hurt performance. Jack Henry & Associates, Inc. (JKHY) was the worst offender as it sold off on 
AI-risk worries. 
 
Energy was the worst performing sector as crude oil prices fell late in the quarter as U.S.- Iran diplomatic talks progressed. We 
slightly underperformed with Murphy Oil Corp. (MUR) being hurt by the lower oil prices. Core Natural Resources, Inc. (CNR) and 
Antero Resources Corp. (AR) also detracted. Despite an earnings beat in the first quarter, Core Natural Resources, Inc. (CNR) 
declined as gas prices fell, making gas to coal switching less attractive for utilities. Shares of Antero Resources Corp. (AR) were weak 
after giving back all the gains it achieved in the first quarter after the announced cease-fire with Iran. 
           
Stock selection in utilities resulted in minor underperformance. National Fuel Gas Company (NFG) reported a quarterly earning miss. 
Weather-driven completion delays drove a production shortfall and led to reduced 2026 production guidance.   
 
Performance in communication services was positive largely due to Roku, Inc., Class A (ROKU) which was up 46%. Roku, Inc., 
Class A (ROKU) announced that they would be acquired by Fox Corp. (FOXA).  
 
Valmont Industries, Inc. (VMI) and Timken Company (TKR), were the top contributors within industrials. Valmont Industries, Inc. 
(VMI) reported solid quarterly results and received a favorable reaction to its 2029 investor day targets and utility market growth 
aspirations. First quarter results showed Timken Company (TKR)'s continued end market recovery while the new management team's 
investor day and 80/20 initiatives were well received. Brink's Company (BCO) limited performance. The company underperformed as 
the dollar strengthened and its June 30th shareholder vote for its merger with NCR Atleos (NATL) created uncertainty.  
    
 
 
 



Victory Integrity Small/Mid-Cap Value Fund As of June 30, 2026 

Quarterly Commentary 
 

 

    
20260724-5771915 

 
 
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. The market prices of securities may go up or down, sometimes rapidly or 
unpredictably, due to general market conditions, such as real or perceived adverse economic, political, or regulatory conditions, recessions, inflation, 
or changes in interest or currency rates. Investments in small- and mid-sized 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. Investments in companies in the industrials sector, including producers of durable goods and companies that process raw materials, may 
be adversely affected by changes in supply and demand for products and services, governmental regulation and changes in spending policies, world 
events and economic conditions. International investments can be more volatile than the U.S. market due to increased risks of adverse issuer, political, 
regulatory, market, or economic developments and can perform differently from U.S. investments. The portfolio 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 portfolio. The value of 
your investment is also subject to geopolitical risks such as wars, terrorism, trade disputes, 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 2000® Value Index is a market-capitalization-weighted index that measures the performance of those companies in the Russell 2000® 
Index with lower price-to-book ratios and lower forecasted growth values. 
 
The Russell 2500™ Value Index is a market-capitalization-weighted index that measures the performance of those companies in the Russell 2500™ 
Index with higher composite value scores.  
 
The Russell Midcap® Value Index is a market-capitalization-weighted index that measures the performance of Russell Midcap® Index companies 
with relatively lower price-to-book ratios and lower forecasted growth.  
 
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.  
 
The Russell Midcap® Value Index is a market-capitalization-weighted index that measures the performance of Russell Midcap® Index companies 
with relatively lower price-to-book ratios and lower forecasted growth.  
 
The Nasdaq-100 Index® is a modified-capitalization-weighted index designed to measure, based on market capitalization, 100 of the largest 
nonfinancial domestic and international companies listed on The Nasdaq Stock Market®. 
 
The S&P 500® Index is a market-capitalization-weighted index that measures the performance of the common stocks of 500 leading U.S. companies. 
 
 

https://investor.vcm.com/products/mutual-funds/mutual-funds-list/victory-integrity-small-mid-cap-value-fund
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Fund holdings mentioned in the Quarterly Commentary are as of 6/30/2026 and the percentages shown are based on net assets as of that date. Holdings 
are subject to change and should not be construed as investment advice or a recommendation to buy, sell, or hold any security. There is no assurance 
that the securities mentioned remain in the Fund’s portfolio or that securities sold have not been repurchased. 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. 
 

Top 10 Holdings As of 6/30/2026 
Valmont Industries, Inc. 1.6% 
Timken Company 1.5% 
Commerce Bancshares, Inc. 1.5% 
MKS Inc. 1.3% 
F5, Inc. 1.2% 
WESCO International, Inc. 1.2% 
Sensata Technologies Holding PLC 1.2% 
Camden Property Trust 1.2% 
Textron Inc. 1.2% 
C.H. Robinson Worldwide, Inc. 1.2% 

 
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. 
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