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Sector
Ending 

Weight(2)
Change from 

7/31/2023
Large Cap Growth Additions & 
(Large Cap Growth Deletions)(3)

Information Technology 35.0%

Health Care 20.6%

Financials 12.4%

Industrials 9.5%

Consumer Discretionary 7.6%

Communication Services 6.1% Netflix

Consumer Staples 4.9% (Dollar General)

Energy 2.0%

Real Estate 1.4%

Cash 0.6%

Materials 0.0%

Utilities 0.0%

I n their first decline since February, U.S. equities finished lower in August. Several factors 
contributed to the market’s weakness, including Fitch’s downgrade of U.S. government debt 
and an unexpected increase in supply of government debt after the U.S. Treasury came to 

market with a larger-than-expected issuance. Bond yields reacted accordingly, with 10-year U.S. 
Treasury yields spiking to 4.36%, their highest levels since 2007, and 30-year mortgage rates hit-
ting their highest levels since 2001. The rise in mortgage rates resulted in a drop to multi-decade 
lows in both mortgage loan applications and housing affordability. This is potentially troublesome 
to future economic growth given that housing contributes approximately 15-18% to the U.S. 
economy. (Source: National Association of Home Builders (NAHB)). Yet, if we’ve learned anything 
this year about the near-term predictive ability of economic data points, it is that they are not 
reliable predictors of stock market performance. Therefore, it was not a complete surprise to see 
housing prices showing little signs of weakness with the NAHB sentiment index firmly in positive 
territory and homebuilder stocks nearing all-time highs. The stability of housing prices has vexed 
many housing professionals and, while we are not experts, we try to adhere to Occam’s razor, 
which states that the simplest explanation is usually the correct one. We believe that the current 
housing environment simply reflects supply and demand. The fact is, supply has been limited as 
many homeowners are locked into sub-4% mortgage rates, while over 70 million Millennials are 
at peak ages to start families. This suggests housing should remain stable unless there is a sudden 
spike in housing supply. 
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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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Despite interest rate volatility and bond market turmoil, U.S. stocks rallied in the back-half of 
August following better-than-expected U.S. economic data that pointed towards a soft-landing 
scenario for the economy. There were also no surprises following the Federal Reserve’s meeting at 
Jackson Hole, where it remained steadfast in stating that interest rates will remain at heightened 
levels and that fighting inflation remains its top priority. 

Negative economic data began when the Chicago Purchasing Manager’s Index (PMI) plunged 
on rising input prices and supply shortages almost two years ago. This was followed by a decline 
in consumer sentiment caused by rising prices for food and gasoline along with concerns over the 
emergence of the Delta Covid variant. Over the past twenty months, economic data has contin-
ued to soften, and S&P 500 earnings revisions have been negative. The U.S. economy continues 
to face several headwinds such as elevated inflation, high interest rates, a weakening consumer, 
and impacts from quantitative tightening. To say there is a lot of uncertainty in the future would 
be an understatement, but we remain vigilant in seeking to identify good long-term investment 
opportunities despite this environment. 

For the month of August, the S&P 500 declined 1.6% and the Russell 1000 Growth declined 
0.9%. Large-cap stocks outperformed smaller-cap stocks and Growth outperformed Value. 
Within the Russell 1000 Growth index, notable performance continued to come from some of 
this year’s best-performing mega-cap stocks, with NVIDIA (NVDA), Amazon.com (AMZN) 
and Alphabet (GOOGL) all outperforming the broader market. However, the largest contribu-
tor to the Russell 1000 Growth’s performance in August was Eli Lilly (LLY) after the company 
reported strong demand for its weight loss drug. Not surprisingly, Health Care was the largest-

(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

CDW CDW 1.76% 0.21%

MA Mastercard 1.86% 0.09%

AMZN Amazon.com 2.35% 0.07%

DHR Danaher 1.83% 0.07%

NFLX Netflix 0.24% 0.07%

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  

FTNT Fortinet 1.47% -0.41%

KEYS Keysight Technologies 1.64% -0.32%

PYPL PayPal Holdings 1.42% -0.29%

META Meta Platforms 1.93% -0.15%

AAPL Apple 3.25% -0.14%
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contributing sector to the index’s performance, with the Financials sector also delivering solid 
returns. Meanwhile, the Consumer Staples and Information Technology sectors were the largest 
detractors from the index’s performance. For the month, our performance was in line with the 
S&P 500 but underperformed the Russell 1000 Growth benchmark.

We made one change to the portfolio in August, adding a new position in the Communication 
Services sector with Netflix (NFLX), the leading streaming video provider, with almost 240 million 
subscribers worldwide. We are attracted to Netflix’s leading market position and believe that the 
secular growth in streaming video services will continue to support sustainable subscriber growth. 
The company’s recent initiative to prevent password sharing will help reaccelerate subscriber growth 
following several past quarters of deceleration that was partially driven by tough comparisons stem-
ming from the pandemic-driven growth of 2021. Improving subscriber growth metrics combined 
with potential price increases next year should position the company to exceed future earnings ex-
pectations. Conversely, we sold our position in Dollar General (DG) following a deterioration in 
fundamental factors. We believe the company will face multiple headwinds in the foreseeable future. 
The weakening macro environment is having a disproportionate impact on Dollar General’s lower-
income consumers who were caught off guard by lower tax refunds and a reduction in Supplemental 
Nutrition Assistance Program benefits. Similar to other retailers, the company is also dealing with 
wage inflation, a reduction in pricing power, and heightened inventory levels. We believe it is likely 
that these pressures will result in both slowing growth and margin compression.

As we concluded the second quarter’s earnings season, our large-cap portfolio holdings reported 
relatively solid earnings results. In fact, 78% of our portfolio companies exceeded revenue expec-
tations while 93% met or exceeded earnings expectations. In comparison, results for S&P 500 
companies remained generally subdued, with a challenging revenue growth environment offset by 
better-than-expected earnings growth. Overall, 63% of the S&P 500 companies exceeded revenue 
expectations and 80% exceeded earnings expectations (Source: FactSet). Earnings estimates for 
2023 remain challenging and now stand at $220—a significant reduction from the $244 estimate 
at the beginning of the year (Source: FactSet). With multiple macroeconomic headwinds, we 
would not be surprised if earnings estimates continue to move lower for the remainder of the year 
as consumer demand slows and the Federal Reserve remains tighter for longer.

CDW (CDW) was our best performing stock in August. The company reported solid quarterly 
results driven by strong government spending and a return to normal in enterprise seasonal-purchas-
ing patterns. While revenue growth begins to recover and demand stabilizes, the company remains 
conservative in its outlook, with consumers becoming increasingly cautious and its core enterprise 
customers focusing on mission-critical investments. Another strong performer for the month was 
Amazon.com. The company also reported solid quarterly results despite a generally tough envi-
ronment for retailers, with strength across all operating segments and improvements in operating 
margins. Importantly, Amazon Web Services (AWS) continues to see strong demand despite macro-
economic headwinds, with management guiding towards further acceleration in AWS growth in 
upcoming quarters.

Conversely, Fortinet (FTNT) was our worst performer in August despite reporting results that 
exceeded expectations. Unfortunately, persistent macroeconomic weakness is causing several large 
customers to defer purchases for network security products. In addition, there is evidence that 
some customers double ordered in prior quarters, accounting for global supply chain issues, which 
resulted in higher cancelation rates in Fortinet’s backlog. Another underperformer in August was 
Keysight Technologies (KEYS). The company reported solid second-quarter results but weakness 
in China, partially a function of technology restrictions put in place by the Biden administra-
tion, along with continued caution from its enterprise and service provider customers, resulting 
in another quarter in which orders came in weaker than expected. With the company’s backlog 
returning to normal levels, any further weakness in orders could impact future revenue growth. 
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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 August 31, 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. 

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.)
Chicago Manufacturing PMI —The Manufacturing Purchasing Managers’ Index (PMI) measures the activity level of purchasing manag-
ers in the manufacturing sector. A reading above 50 indicates expansion in the sector, while below 50 indicates contraction.

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.


