
Market Environment
International small-cap equities rose in the second quarter as 
investors remained confident despite significant geopolitical 
uncertainty. For the quarter, the S&P® Developed Ex-U.S. 
SmallCap Index climbed 7.0%, while the Victory Trivalent 
International Small-Cap Fund (Class A shares at NAV) 
outperformed the benchmark. Four of five regions were positive, 
with European equities outpacing their Asia Pacific ex-Japan 
peers. Austria was the strongest market, rising 40.2% as AT&S 
surged after it raised guidance and announced a major supply 
agreement to produce semiconductor components. Ireland and 
Italy posted gains of 22.5% and 12.5%, respectively, as European 
equities rose on the back of de-escalation in the Middle East and 
resilient economic sentiment.  The Netherlands rose 17.0%, led by 
a strong rebound in technology and semiconductor-linked 
companies. Japan climbed 10.2% as Japanese exporters were 
supported by a cheaper yen. On the downside, Norway fell 4.8% 
as the sharp reversal in oil prices following the US-Iran interim 
peace deal weighed on its energy-dominated market. Hong Kong 
declined 2.3% as fundings costs rose and investors rotated funds 
towards more AI-driven markets. 

Eight of the eleven economic sectors were positive. Market 
leadership was focused on the Technology sector, which posted 
gains of 36.1%, and more narrowly on the semiconductor 
companies that are serving the AI data center build-outs. 
Financials followed, up 10.2%, reflecting strong quarterly earnings 
from European and Japanese banks and positive capital markets 
activity. On the downside, Energy declined 8.5% as oil prices 
declined following de-escalation in the Middle East.

Portfolio Review
Security selection was positive as excess returns were generated 
in three of five regions and five of the eleven economic sectors. 
From a style perspective, the multi-factor exposure had a positive 
impact on performance. Business momentum generated the 
strongest signal while exposure to value served as more of a 
headwind. At the sector level, notable outperformance was 
generated in Technology, Materials, and Industrials. Japanese 
technology company Ibiden and Korean technology company LG 
Innotek both surged on the back of a boom in demand for AI 
semiconductor substrates. In Materials, Japanese metals company 
Mitsui Kinzoku rallied due to strong demand for its copper foil 
products used in AI data center servers. Within Industrials, Fuji 
Corp, a Japanese manufacturer of robotic micro-chip mounters 
and semiconductor die bond machines was lifted by increased AI 
datacenter server demand and rising orders from chip 
manufacturers.

Security selection was weakest in Financials, Utilities, and Energy. 
Within Financials, South Korean brokerage, Kiwoom Securities 
declined following weaker than expected Q1 results and below 
market exposure to AI related trading catalysts. JB Financial, a 
regional bank in South Korea, underperformed on the back of 
rising bad loan concerns amid weak domestic consumption.  
Within Utilities, Norwegian utility Scatec Solar underperformed due 
to weak Q1 results in several of the countries in which it operates 
compounded by a number of one-off charges. Within Energy, 
Canadian Vermillion Energy was weak as the prospects of peace 
in the Middle East resulted in a correction in European natural gas 
prices. European natural gas represented approximately 20% of 
the company’s production.

Market Outlook
International equities staged a meaningful recovery in the second 
quarter of 2026, as the arc of the US-Iran conflict shifted from 
disruption toward resolution. Looking ahead, geopolitics and 
technology remain dominant forces shaping markets. The US-Iran 
interim peace deal signed in mid-June triggered a sharp relief rally, 
with oil prices retreating. Sustained de-escalation would help ease 
inflationary pressures and support consumer-facing sectors. 
Conversely, re-escalation may revitalize energy price volatility and 
further complicate the monetary policy landscape. The European 
Central Bank has signaled a tightening bias, and most major 
central banks are opting to move gradually as they balance 
softening growth against persistent inflation. While the conflict has 
dented consumer spending, AI capex spending continues to 
support global economic activity. However, volatility in the AI trade 
itself warrants monitoring, as concerns about excess capacity 
have triggered sharp single-session moves in equities. Uncertainty 
surrounding valuation, supply bottlenecks, and monetization will 
remain key factors to watch. From a regional perspective, as 
energy importers, Europe and the UK were especially vulnerable 
to the energy supply shock. However, fiscal stimulus and 
improving fundamentals serve as tailwinds for European equities. 
Japanese equities continue to be supported by favorable 
economic conditions and corporate governance reforms leading to 
improved return on equity. The BOJ's policy path will remain a key 
variable for yen-sensitive exporters. In Hong Kong, economic 
activity has responded to the reduction in interest rates, and a 
potential rebound in the property market could further improve 
consumer confidence and spending. While geopolitical 
developments, supply chain pressures and greater interest-rate 
volatility remain risk factors, resilient market fundamentals support 
a constructive outlook. We remain guided by our disciplined, 
bottom-up approach and will evaluate upcoming earnings results 
and corporate outlooks to further refine portfolio positioning as the 
picture clarifies.
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Investment Performance (%)
Average Annual Returns as of June 30, 2026 

Victory Trivalent International Small-Cap Fund Ticker Inception 
Date Q2 2026 YTD 1 Year 3 Year 5 Year 10 Year Since 

Inception
Expense Ratio

Gross Net

A Shares, without sales charge MISAX 8/17/07 7.96 10.81 23.76 19.65 7.70 10.19 6.24 1.70 1.35

A Shares, with sales charge (max. 5.75%) MISAX 8/17/07 1.77 4.45 16.64 17.32 6.43 9.54 5.90 1.70 1.35

I Shares MISIX 8/17/07 8.08 11.02 24.22 20.10 8.12 10.63 6.69 1.17 0.97

S&P Developed Ex-U.S. SmallCap Index (Net) – – 6.98 5.58 16.95 14.65  4.47 8.03 – – –

Source: Victory Capital data analyzed through Zephyr.
Past performance does not guarantee future results. The performance quoted represents past performance and current performance may be lower or higher. The investment return 
and principal value will fluctuate so that an investor's shares, when redeemed, may be worth more or less than the original cost. To obtain performance information current to the 
most recent month-end, visit www.vcm.com. Returns include reinvestment of dividends and capital gains. Performance for periods greater than one year is annualized. Performance may 
reflect certain past fee waivers and/or expense reimbursements, without which performance would have been lower.   Net expense ratio reflects the contractual waiver and/or reimbursement of 
management fees through October 31, 2026. Other share classes are available for which performance and expenses will differ.

Top Ten Holdings % Fund

DPM Metals Inc. 1.20 
Mitsui Kinzoku Co., Ltd. 1.04 
Tokyo Ohka Kogyo Co., Ltd. 0.99 
Finning International Inc. 0.94 
OceanaGold Corporation 0.94 
Mebuki Financial Group, Inc. 0.90 
BE Semiconductor Industries N.V. 0.88 
Bankinter SA 0.88 
Taiyo Yuden Co., Ltd. 0.83 
Umicore SA 0.82 
Total 9.42

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. 
Not all share classes are available to all investors. 
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. 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. 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. 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. 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. Large shareholders, 
including other funds advised by the Adviser, may own a substantial amount of the Fund's 
shares. The actions of large shareholders, including large inflows or outflows of cash, may 
adversely affect other shareholders, including potentially increasing capital gains. 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 views expressed are as of the date noted and are subject to change at any time based 
on market or other conditions. These views should not be relied upon as investment advice, 
as securities recommendations, or as an indication of trading intent on behalf of any portfolio. 
Holdings are subject to change and should not be construed as investment advice or a 
recommendation to buy, sell, or hold any security. 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 top contributors and detractors are 
presented to illustrate examples of the portfolio’s investments and may not be representative 
of the portfolio’s current or future investments. The percent displayed is contribution to return. 
Holdings are as of quarter end and may change at any time.
The S&P Developed Ex-U.S. SmallCap Index seeks to measure the stocks representing 
the lowest 15% of float-adjusted market cap in each developed country, excluding the U.S.   
Distributed by Victory Capital Services, Inc. 
©2026 Victory Capital Management Inc.
V17.108 // 2Q 2026 TRI Intl Small Cap Fund COM 

 

Top 5 Detractors (%) Return Contribution to 
Absolute Return

OceanaGold Corporation -20.10 -0.23
Vermilion Energy Inc. -31.40 -0.17
Ramelius Resources Limited -19.50 -0.15
Methanex Corporation -22.10 -0.14
Endeavour Mining PLC -16.10 -0.14

Top 5 Contributors (%) Return Contribution to 
Absolute Return

IBIDEN CO., LTD. 216.3 1.07 
LG Innotek Co., Ltd 230.4 0.85 
Mitsui Kinzoku Co., Ltd. 48.6 0.58 
Delta Air Lines, Inc. 48.6 0.58 
Taiyo Yuden Co., Ltd. 153.9 0.49 
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Holdings are subject to change and should not be construed as investment advice or a 
recommendation to buy, sell, or hold any security.
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