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The Quarter Review
The Global Opportunities strategy returned 28.68% (28.44% net of fees) in the second quarter, exceeding the MSCI 
ACWI Small Cap Index return of 14.89% by over 1300 basis points net of fees. Year to date, the strategy returned 
30.88% (30.38% net of fees) versus 16.11% for the index. 
It was an extraordinary quarter for small-caps in the United States, particularly for those with businesses levered to 
AI. Our U.S. investments performed particularly well and delivered the majority of the strategy’s overall gain for the 
quarter. U.S. small-caps shrugged off  the war with Iran to post their best quarter since the fourth quarter of 2020. It 
was, in fact, the second-best second quarter on record for the Russell 2000 Growth Index. Encouragingly, after a 
decade that favored large caps, U.S. small caps are showing leadership once again, outperforming by nearly 900 
basis points in the quarter and by just over 2,100 basis points in the trailing one-year period1. The driver: Russell 2000 
earnings growth projections for 2026 have reached 38%, attributed to the AI capital expenditure boom. Lower-quality 
shares again performed better within the small cap growth market during the quarter and six-month period, a headwind 
we were nonetheless able to overcome despite our portfolio’s material overweight to profi table, higher return-on-
equity companies2. We focus on investing in companies generating an earnings surprise driven by a misunderstood 
fundamental change.
To a lesser degree, equities also fared well outside of the U.S. Perhaps counter-intuitively given its status as a net 
importer of natural gas, 2026 EPS projections for Europe moved higher over the period despite energy prices that 
were elevated for much of the quarter. A recovery in the region’s GDP growth and a rising economic surprise index 
should support further upward revisions to earnings estimates. Moreover, Eurozone infl ation data has been softer than 
expected, and PMI readings indicate an ongoing rebound in manufacturing activity. While Europe does not have the 
same degree of AI exposure as the US, Europe does off er relatively muted earnings expectations. Low expectations 
tend to be a key ingredient that bolsters returns when positive earnings surprises do indeed materialize.
The Bank of Japan raised its benchmark policy rate by 25bps to 1.0% in June, its highest level since 1995. Underlying 
infl ation in Japan remains benign, however, and the economy is developing in line with the central bank’s base 
assumptions. Japanese equities were the standout performer among developed markets in H1, with the Nikkei 225 
Index +39% in local currency. AI benefi ciaries have led the way with AI-related stocks accounting for approximately 
50% of the index’s market capitalization. While the share price gains have been rapid, the rally has been driven by 
earnings growth – the forward multiple for the TOPIX has in fact declined year to date.

1For the 1-year period ended 6/30/2026, the Russell 2000 Growth Index returned 38.74% versus 17.71% for the Russell 1000 Growth Index.
2According to Jeff eries, non-earners and the most expensive two P/E quintiles within the Russell 2000 Growth Index performed best during the quarter.

AVERAGE ANNUAL TOTAL RETURNS (as of June 30, 2026)

QTD YTD 1 Yr 3 Yr 5 Yr 10 Yr Since Inception  1/1/2015

Global Opportunities (gross of fees) 28.68% 30.88% 43.69% 20.68% 7.67% 13.85% 12.78%

Global Opportunities (net of fees) 28.44% 30.38% 42.58% 19.73% 6.81% 12.95% 11.89%

MSCI ACWI Small-Cap Index 14.89% 16.11% 28.82% 17.41% 7.42% 10.73% 9.37%

Past performance is not necessarily indicative of future results.  Performance is historical and includes the reinvestment of dividends and other income.  Unusually 
high returns may not be sustainable.  The strategy invests in rapidly growing smaller and medium-sized companies that may off er greater return potential.  However, 
these investments often involve greater risks and volatility.  Foreign investments involve greater risks than U.S. investments, including political and economic risks 
and the risk of currency fl uctuations.  Net-of-fee composite returns are calculated using the highest model investment advisory fees applicable to portfolios within the 
composite.  Advisory fees are disclosed in Part II of Form ADV.
Oberweis Asset Management, Inc.  “OAM”) is an independent investment management fi rm that is not affi  liated with any parent organization.  The composite returns 
are comprised of all fully discretionary accounts with a minimum value of $5 million.  Performance results from 1-1-2015 until present were derived solely from the 
performance of the Oberweis Global Opportunities Fund, a registered, open-end mutual fund, for which OAM serves as investment adviser.  Accounts are dollar-
weighted within the composite and reported in U.S. dollars.
The MSCI ACWI Small-Cap Index (Net is a free fl oat-adjusted market capitalization weighted index that is designed to measure the equity market performance of 
small cap developed markets and emerging markets, with minimum dividends reinvested net of withholding tax. The MSCI ACWI Small-Cap Index began on May 31, 
1994. It is not possible to invest directly in an index.
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Outlook 
We believe this is likely just the start of a sustained period of small cap leadership on both an absolute and 
relative basis, and history is on our side: when the Russell 2000 Growth has been this strong in the June quarter, 
it gained roughly 22% on average the rest of the year3. Our conviction rests on several pillars. First, despite the 
recent rally, the relative valuation gap between small and large caps remains near historically attractive extremes, 
and even on an absolute basis the forward multiple of our investable universe still sits below its long-run median. 
Second, it is our view that the market dominance of the “Magnifi cent 7” has likely peaked and will wane in the 
coming years, because artifi cial intelligence represents a genuine business-model risk. These companies face 
a prisoner’s dilemma on AI spending that has compressed their aggregate free cash fl ow to nearly zero for an 
uncertain return on investment. The choice is stark: spend and possibly lose, or don’t spend and most likely lose. 
The bill is staggering — capital expenditures for the major hyperscalers are projected to climb from $416 billion 
in 2025 to about $758 billion in 2026 and nearly $1 trillion by 2028. In our experience, contracting free cash fl ow 
combined with uncertain ROI rarely drives stock-price success, and top-heavy concentration in the S&P 500 is 
already easing.
The biggest reason for our optimism, however, is our belief that small cap companies disproportionately benefi t 
from the emergence of artifi cial intelligence. Countless small caps across the technology, industrials, and energy 
sectors are directly profi ting from the AI buildout, the most signifi cant secular growth driver we have ever seen. 
But there is a second wave we believe is still not well understood: the effi  ciency gains of agentic AI should, in our 
view, accrue more profoundly to smaller companies. Nimbler and less complex than their multinational large-cap 
brethren, small caps should adopt AI effi  ciencies more quickly and more fully, leading to better-than-expected 
margin expansion and earnings. AI diminishes the competitive advantages historically found with the market 
giants. With only 21% of U.S. businesses currently using AI in any function, the runway is enormous. We expect 
this backdrop will usher in a golden era for active management, as the divide between AI winners and losers 
widens.

Portfolio Highlights
As of June 30, 2026, the portfolio was 97.2% invested in 56 diff erent positions. The portfolio had its largest over-
weightings in technology (31.4% average weighting during the quarter versus 15.7% for the MSCI ACWI Small 
Cap Index), consumer discretionary (16.0% versus 10.3%), and industrials (24.2% versus 20.2%). The portfolio 
was most underweight fi nancials (5.2% versus 13.6%), materials (1.2% versus 8.9%), and real estate (0.0% 
versus 7.4%). 
Geographically, the strategy maintains a diversifi ed portfolio, with about half of the portfolio invested in the U.S. 
and the other half in non-U.S. companies.  Emerging markets comprised approximately 2.2% of the portfolio. 
Note that our strategy is primarily driven by individual stock selection within our risk management protocols 
and quarter-to-quarter fl uctuations in country weights are typically a residual of where we are fi nding the most 
interesting individual companies. In terms of geographic distribution, the portfolio was on average 59.1% invested 
in North America, 24.6% in Europe, and 12.6% in Asia.
During the second quarter, the portfolio was positively impacted by strong stock selection, especially in the US 
(where our holdings returned 52.52% versus 19.75% for the MSCI ACWI Small Cap Index), China (+6.92% 
versus -13.01%), and the UK (12.75% versus 9.37%). To a lesser degree, the portfolio was adversely impacted 
by stock selection in Japan (-4.04% versus +12.46%) and Australia (-14.92% versus +7.23%). At a sector level, 
portfolio performance benefi tted from stock selection in the technology sector (74.54% versus 54.31%) as 
well as being overweight in that sector. Stock selection in consumer discretionary (19.42% versus 9.17%) also 
contributed to the outperformance. Conversely, stock selection in industrials (6.85% versus 14.68%) detracted 
from performance. 

3Source: Jeff eries
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Organization Update
There was no change to our Global Opportunities team this quarter.

Oberweis Asset Management’s Investment Phillosophy
We believe that investing in smaller companies driving revenue and earnings growth in excess of expectations 
results in superior investment performance over long periods of time.  We believe that innovation is the key to 
economic growth and wealth creation and are committed to investing in companies at the forefront of innovation – 
smaller company stocks that off er the potential for extraordinary revenue and earnings growth.
The entrepreneurial spirit is alive and well at these companies. Many are nimble and uniquely address the needs 
of their customers with patented new products and services. Successful investing, however, demands more than 
fi nding companies with good growth prospects. We must also buy these stocks for our clients at prices that make 
sense. By paying careful attention to companies’ valuations in relation to expected earnings growth rates, we seek 
to purchase stocks when they still have considerable appreciation potential.

For more information please contact:
Brian K. Lee, Director of Marketing & Client Service     Ed Urban, Director Marketing & Client Service
(630) 577-2321   |   brian.lee@oberweis.net      (331)903-8347   l   ed.urban@oberweis.net 

Marc Carlson, Director Marketing & Client Service
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