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Sector
Ending 

Weight(2)
Change from 

1/31/2023
Large Cap Growth Additions & 
(Large Cap Growth Deletions)(3)

Information Technology 41.5% ANSYS, WEX
(Akamai Technologies)

Health Care 21.4%

Industrials 10.4%

Consumer Discretionary 8.4% (The Home Depot)

Communication Services 5.2%

Consumer Staples 5.1%

Financials 3.4%

Real Estate 1.7%

Energy 1.5%

Cash 1.5%

Materials 0.0%

Utilities 0.0%

Equity markets in the U.S. saw stocks decline in February, giving back some of January’s 
strong gains. Despite the negative returns during the month, the S&P 500 is 11.0% above 
its October 2022 lows and remains in positive territory for the year. Market weakness in 

February was broad based, with negative returns in nearly all sectors. One notable exception was 
the Information Technology sector, which benefited from continued strong performance from 
mega-cap names such as Apple (AAPL), Microsoft (MSFT), and NVIDIA (NVDA). Also seeing 
solid performance were companies that announced accelerated cost-cutting measures and those 
that are expected to benefit from easing in supply chain constraints. 

Overall, the stock market remained firmly focused on monetary policy and potential mistakes 
by the Federal Reserve, with Chairman Powell reiterating the Fed’s path toward higher rates for 
a longer period. Not surprisingly, the bond market reacted to the Fed Chairman’s hawkish tone 
by increasing 2-Year Treasury Yields 60 basis points (bps) for the month. The rise in yields comes 
after the FOMC hiked rates by another 25 bps at their February meeting, which was followed by 
a surprisingly strong round of economic data that saw retail sales and capital goods spending both 
exceed expectations, reinforced by continued strong jobs growth.

With fourth quarter earnings nearly complete, aggregate blended earnings growth rates for S&P 
500 companies are coming in at -4.9%. This compares with expectations of -3.3% at the start of 
the fourth quarter and marks the first year-over-year decline in earnings since the third quarter 
of 2020 (Source: FactSet). The recent deterioration in earnings was driven primarily by negative 
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S E C T O R  W E I G H T S  &  P O R T F O L I O  C H A N G E S ( 1 )

The Disclosures Section is an integral part of this presentation.

(1) Based on a representative account of the strategy discussed. Portfolio characteristics (e.g., sector weights, valuation, growth rate) are based on a repre-
sentative account that we believe is illustrative of the strategy. All accounts in the strategy are invested identically in the same securities unless a client 
has imposed restrictions. Characteristics and/or holdings on a given date may vary due to pending trades.

(2) Weights as of the end of the presentation period. Cumulative total weighting may not add up to 100% due to rounding of percentages to the nearest 
decimal place.

(3) Any securities referenced should not be considered a recommendation to purchase or sell a particular security. These securities represent a portion of 
the companies held in a representative account in this strategy as of the date stated and are intended for informational purposes only. The reader should 
not assume that investments in the securities identified or discussed were or will prove to be profitable. The past performance of these securities is no 
guarantee of future results. The specific securities identified and described may not represent all of the securities purchased, sold, or recommended for 
this strategy. To request a complete list of holdings recommendations for this strategy over the past year or a list showing the contribution of every holding 
to the performance of the representative account for the time period stated, please contact Renaissance at compliance@reninv.com.

Source: Renaissance Research, FactSet
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operating leverage, as sales growth decelerated faster than operating costs. Current expectations 
for 2023 see earnings growth remaining in negative territory for the first half of the year, return-
ing to positive growth in the second half, and ending the year with overall growth of 2.3%. 
Historically, positive earnings growth is correlated to positive returns for stocks, and we remain 
constructive in the markets. While we acknowledge that the rate of change is decelerating, this 
trend could lead to potential alpha-generating opportunities from the identification of compa-
nies that are capable of producing strong earnings growth in the current environment. 

The Russell 1000 Growth declined 1.2% and the S&P 500 declined 2.4% in February. Growth 
outperformed Value, with the Information Technology sector providing the largest contribution 
to February returns, particularly amongst the sector’s mega-cap technology stocks. Conversely, 
the Health Care and Communication Services sectors were detractors to performance. Larger-
cap stocks slightly outperformed smaller-cap stocks, as investors gravitated toward companies 
that are beneficiaries of new artificial intelligence (AI) offerings. Our portfolio underperformed 
the Russell 1000 Growth benchmark but outperformed the S&P 500 Index for the month.

We made two changes to the portfolio in February, adding positions in ANSYS (ANSS) and WEX 
(WEX) and selling our positions in Akamai Technologies (AKAM) and The Home Depot (HD). 

WEX, a position initiated in the Information Technology sector, is the market leader in U.S. 
commercial fleet payment processing. We are attracted to WEX’s solid balance sheet as well as to 
the company’s business model which generates high free-cash-flow yields and produces returns 
comparable to large software companies. The management team has done a good job leveraging 

(1) Based on a representative account of the strategy discussed. Portfolio characteristics (e.g., sector weights, valuation, growth rate) are based on a 
representative account that we believe is illustrative of the strategy. All accounts in the strategy are invested identically in the same securities unless a 
client has imposed restrictions. Characteristics and/or holdings on a given date may vary due to pending trades.

(2) The securities listed should not be considered a recommendation to purchase or sell a particular security. These securities represent the top five and 
bottom five contributors by weight to the performance of a representative account in this strategy as of the date stated and are intended for informational 
purposes only. The reader should not assume that investments in the securities identified or discussed were or will prove to be profitable. The past 
performance of these securities is no guarantee of future results. The specific securities identified and described may not represent all of the securities 
purchased, sold, or recommended for this strategy. To request a complete list of holdings recommendations for this strategy over the past year or a list 
showing the contribution of every holding to the performance of the representative account for the time period stated, please contact Renaissance at 
compliance@reninv.com.

(3) Average weights over the presentation period. 

Sources: Renaissance Research, FactSet

C O N T R I B U T O R S  T O  R E T U R N ( 1 ) ( 2 )

Ticker Company Name Average Weight(3) Contribution to Return

T O P  F I V E  C O N T R I B U T O R S — L A R G E  C A P  G R O W T H

META Meta Platforms 2.16% 0.31%

GWW W.W. Grainger 1.95% 0.23%

FTNT Fortinet 1.78% 0.21%

ACGL Arch Capital Group 1.76% 0.15%

FISV Fiserv 1.92% 0.14%

B O T T O M  F I V E  C O N T R I B U T O R S — L A R G E  C A P  G R O W T H  

AKAM Akamai Technologies 1.49% -0.29%

EA Electronic Arts 1.59% -0.24%

EOG EOG Resources 1.62% -0.24%

ADBE Adobe 1.73% -0.22%

VRTX Vertex Pharmaceuticals 1.79% -0.19%
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D I S C L O S U R E S 

The opinions stated in this presentation are those of Renaissance as of February 28, 2023 and are subject to change at any time due to 
changes in market or economic conditions.

G I C S  S E C T O R  I N F O R M A T I O N
Sector Listing according to MSCI and S&P Dow Jones data: MSCI and S&P Dow Jones do not make any express or implied war-
ranties or representations and shall have no liability whatsoever with respect to any GICS data contained herein. 

P E R F O R M A N C E 
If Renaissance or benchmark performance is shown, it represents historically achieved results, and is no guarantee of future perfor-
mance. All performance is shown in U.S. dollars unless otherwise stated. Future investments may be made under materially different 
economic conditions, in different securities and using different investment strategies and these differences may have a significant effect 
on the results portrayed. Each of these material market or economic conditions may or may not be repeated. Therefore, there may be 
sharp differences between the benchmark or Renaissance performance shown and the actual performance results achieved by any par-
ticular client. Benchmark results are shown for comparison purposes only. The benchmark presented represents unmanaged portfolios 
whose characteristics differ from the composite portfolios; however, they tend to represent the investment environment existing during 
the time periods shown. The benchmark cannot be invested in directly. The returns of the benchmark do not include any transaction 
costs, management fees or other costs. The holdings of the client portfolios in our composites may differ significantly from the securi-
ties that comprise the benchmark shown. The benchmark has been selected to represent what Renaissance believes is an appropriate 
benchmark with which to compare the composite performance. 

its core virtual card payment technology and diversifying into the higher-growth, less-cyclical cor-
porate payments markets. This puts the company in a position to benefit from market share gains 
with secular drivers that provide favorable future growth opportunities. 

Following a deterioration in fundamental factors, we sold our position in The Home Depot. From 
a qualitative standpoint, the company recently reported negative same-store-sales growth for the 
first time since 2009, leading to concern about the negative impact that higher mortgage rates are 
having on housing activity. Unfortunately, a sustained high interest rate environment will likely 
result in declining housing prices. The last time we experienced a decline in housing prices was 
during the Great Financial Crisis, during which time Home Depot reported comparable store 
sales declines for 14 quarters. 

Meta Platforms (META) was one of our top contributors in February. The company reported 
solid quarterly results, showing improvement in both advertising growth and user engagement af-
ter multiple quarters of deterioration. Importantly, it looks like the business is bottoming, and re-
cent investments in AI are starting to drive increasing engagements for advertisers. Another strong 
contributor for the month was Fortinet (FTNT). Despite a weakening macro environment, the 
company reported solid quarterly results that demonstrated resilient demand for network security 
products, with broad-based growth across all segments and financial metrics. We believe strong 
demand for network security products, coupled with a complex geopolitical threat environment, 
will continue to provide a favorable backdrop for the company.

Conversely, Akamai (AKAM) detracted the most from our performance in February. Despite 
reporting solid operating results to end the year, Akamai signaled a shift in its growth strategy 
for 2023, focusing less on its security segment and more on its newly acquired compute segment 
that provides an infrastructure-as-a-service offering to its customers. Unfortunately, the pivot to 
growing Akamai’s compute segment will result in higher operating expenses and higher capital 
spending in 2023, which could result in negative earnings revisions. Another detractor in Feb-
ruary was Electronic Arts (EA). The company reported disappointing operating results amid a 
challenging outlook as it confronts ongoing problems translating its big-title pc games to mobile 
platforms. In addition, management’s recent decision to focus on profitability by reducing devel-
opment resources for newer projects may eventually result in fewer new titles, which may impact 
the company’s future revenue growth outlook.

Continued
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Renaissance Investment Management
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The value of an investment may fall as well as rise. Please note that different types of investments involve varying degrees of risk 
and there can be no assurance that any specific investment will either be appropriate or profitable for a client or prospective client’s 
investment portfolio. Investor principal is not guaranteed and investors may not receive the full amount of their investment at the 
time of sale if asset values have fallen. No assurance can be given that an investor will not lose invested capital. Consultants supplied 
with these performance results are advised to use this data in accordance with SEC guidelines. The actual performance achieved by 
a client portfolio may be affected by a variety of factors, including the initial balance of the account, the timing and amount of any 
additions to or withdrawals from the portfolio, changes made to the account to reflect the specific investment needs or preferences 
of the client, durations and timing of participation as a RIM client, and a client portfolio’s risk tolerance, investment objectives, and 
investment time horizon. All investments carry a certain degree of risk, including the loss of principal and are not guaranteed by the 
U.S. government.

R E F E R E N C E D  I N D I C E S
(Indices are unmanaged and are not available for direct investment.)

Russell 1000 Growth Index—The Russell 1000® Growth Index is a market capitalization weighted index that measures the perfor-
mance of those Russell 1000® companies with higher price-to-book ratios and higher forecasted growth values.

S&P 500 Index—The S&P 500 Stock Index is a market capitalization weighted index and consists of 500 stocks chosen for market 
size, liquidity and industry group representation. 

R U S S E L L  D A T A
FTSE Russell is the source and owner of the trademarks, service marks and copyrights related to the Russell Indexes. Russell® is a trade-
mark of FTSE Russell. This presentation may contain confidential information and unauthorized use, disclosure, copying, dissemination 
or redistribution is strictly prohibited. This is a presentation of Renaissance Investment Management. FTSE Russell is not responsible for 
the formatting or configuration of this material or for any inaccuracy in Renaissance’s presentation thereof.

S & P  D A T A
S&P Dow Jones is the source and owner of the trademarks, service marks and copyrights related to the S&P Indexes. S&P® is a 
trademark of S&P Dow Jones. This presentation may contain proprietary S&P data and unauthorized use, disclosure, copying, dis-
semination or redistribution is strictly prohibited. This is a presentation of Renaissance Investment Management. S&P Dow Jones 
is not responsible for the formatting or configuration of this material or for any inaccuracy in Renaissance’s presentation thereof. 
This data is to be used for the recipient’s internal use only.

S T O C K  R E F E R E N C E S 
Any securities referenced should not be considered a recommendation to purchase or sell a particular security. These securities repre-
sent a portion of the companies held in a representative account in this strategy as of the date stated and are intended for informational 
purposes only. Nonperformance-based criteria have been used to select the securities listed unless otherwise stated. The reader should 
not assume that investments in the securities identified or discussed were or will prove to be profitable. The past performance of these 
securities is no guarantee of future results. The specific securities identified and described may not represent all of the securities pur-
chased, sold, or recommended for this strategy. To request a complete list of holdings recommendations for this strategy over the past 
year or a list showing the contribution of every holding to the performance of the representative account for the time period stated, 
please contact Renaissance at compliance@reninv.com.


