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The Magnificent Seven and their 
products are both household names 
amongst consumers (aside from 
Nvidia, which is not broadly known 
by consumers for what it produces as 
much as for what its products enable) 
and stocks that are at the top of mind 
for investors. 

Within the Small Cap Growth asset 
class, we have some equally spectacu-
lar companies, but they do not share 
the same market cache. To highlight 
some of them and in recognition of 
the NCAA’s March Madness, we’ll 
dub them “the Elite Eight”. At the end 
of this introduction to our Small Cap 
Universe’s elite stocks, we will provide 
some comparisons of the two sets of 
companies and their stocks.

Deckers Outdoor (DECK)
Most will not know the name of 
the company, but at the mention of 
their top two footwear brands, the 
light bulb will go on: UGG boots 
and HOKA athletic shoes. The UGG 
brand took off in the early 2000s, 
partly due to savvy branding that in-
cluded endorsements by the likes of 
Kate Hudson, Sarah Jessica Parker, 
Cameron Diaz, Leonardo DiCaprio, 
and Jennifer Lopez. 

Deckers bought HOKA athletic shoes 
in 2013 at a time when the brand 
had sales of $10 million annually. 
The brand was initially embraced by 
ultra-marathoners for their high levels 
of cushion and stability. The brand’s 
original high-cushion models are now 
accompanied by lighter weight shoes 
that retain much of the brand’s cush-
ion, including versions of their shoe 
for lightweight training, racing, and 
track. 

Management of Deckers continues to 
do an excellent job of expanding brands 
through thoughtful use of marketing, 

investment in distribution including 
the direct-to-consumer channel, and 
leveraging of relationships with distri-
bution partners including Amazon and 
big box retailers. The company posted 
over $4 billion in sales in 2023 and 
while its company name is not recog-
nized in households, its two signature 
brands certainly are. 

Medpace Holdings (MEDP)
Sometimes, the best way to invest in 
a particular growth industry is indi-
rectly. Such is the case with develop-
ment stage biotech and pharmaceuti-
cal companies. By development stage, 
we mean companies that are in the 
research phase of developing a new 
drug or technology for the treatment 
of human ailments or diseases. They 
don’t have an FDA-approved product 
yet, and they are spending investor 
dollars in the hope of discovering the 
next great cure or treatment. The Rus-
sell 2000 Growth Index is filled with 
literally hundreds of these companies, 
and investing in them individually is 
like buying lottery tickets … the out-
comes are binary. Even if the company 
does achieve FDA approval for one of 
its candidate products, the challenges 
of converting from a research compa-
ny to an operating company are diffi-
cult, and, if they successfully navigate 
that process, the product’s intellectual 
property faces an expiration date, cre-
ating a new set of challenges. The re-
turns on the stocks in this industry as 
a group over the long-term are close to 
zero, with extreme levels of volatility. 

Medpace Holdings is a clinical re-
search organization that benefits di-
rectly from the increasing amount of 
funding that flows into biotech and 
pharmaceutical development. When 
investors pour money into the next 
potential cure for lung or breast can-
cer for example, that money has a 

high likelihood of finding its way to 
Medpace, which provides turnkey so-
lutions to conducting the Phase I, II, 
and III trials on the path to product 
approval by the FDA. Medpace only 
focuses on potential customers that 
are looking for a full turnkey solution. 
In other words, they don’t cater to big 
pharma. Rather, they are focused on 
the development and maintenance 
of relationships with the startups to 
which much of the research dollars 
are flowing. The company continually 
invests in human capital to facilitate 
growth and take on more customers. 
Medpace has grown revenue from 
$273 million 10 years ago to $1.9 bil-
lion in 2023. 

Kinsale Capital (KNSL)
One of the most powerful advantages 
that a business can enjoy is cost ad-
vantage in a price sensitive industry. 
Michael Kehoe, CEO of Kinsale Cap-
ital, was fully aware of this when he 
left James River fifteen years ago as 
its chief underwriting officer to form 
Kinsale. He saw how bloated most 
insurance companies were, and he be-
lieved he could build a better mouse 
trap with a common-sense approach 
to the Excess & Surplus insurance 
industry. He built Kinsale with only 
one physical office in Richmond, Vir-
ginia, and used technology to ensure 
efficiency in the business. He runs his 
company lean, enjoying a 20-point 
advantage in his selling, general, and 
administrative costs relative to the go-
liaths that he competes against, such 
as Chubb and Lloyd’s of London. 

Excess & surplus insurance is a risky 
business. When you hear the term 
“E&S”, think builders risk insurance 
(helping builders protect against dam-
age to their construction project before 
they deliver it to the buyer) or errors 
& omissions insurance (which protects 
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investment advisors against trading 
errors). Michael’s training as a chief 
underwriter ensures the focus on un-
derstanding the industry verticals in 
which he operates and making sure 
that the risk profile of the company is 
well measured and diversified. 

Kinsale has enjoyed 38% compound-
ed top-line growth during its ten years 
as a public company, which has flowed 
through fully to the bottom line. 

e.l.f. Beauty (ELF)
e.l.f. Beauty makes cosmetics that 
utilize natural ingredients, that avoid 
cruelty to animals in testing or man-
ufacturing and offer a great value 
proposition to consumers. Skincare 
is a $200 billion business worldwide. 
e.l.f. Beauty is just getting started with 
penetrating the industry, with great 
success in distribution through Tar-
get, where it has close to 20% share, 
and the company is starting to repli-
cate this success at Walmart and Ulta 
Beauty. It has also started to expand 
internationally. 

e.l.f. Beauty continues to grow, not 
just by distribution partners and ge-
ography, but by introducing new 
products through internal research 
and development and acquisitions of 
like-minded companies. 

e.l.f Beauty will post sales of about a 
$1 billion for the fiscal year ending 
March 31. The company has tapped 
into the younger generations’ desire 
for environmentally friendly products 
with savvy consumer engagement 
across various social media platforms. 

Comfort Systems (FIX)
Comfort Systems installs HVAC, 
electrical, and plumbing systems for 
industrial and commercial build-
ings. We became interested in the 
company several years ago, because 
it was driving growth as a consolida-
tor of small local and regional sole  

proprietorships. In the 1970s and 80s, 
there were many HVAC installers that 
were started by industrious engineers 
that built solid businesses around the 
country. Comfort Systems has been a 
willing provider of liquidity for these 
small businesses. 

Comfort Systems has continued its 
growth not only through geographi-
cal expansion but through building 
out its expertise with respect to its 
engineering and technological capa-
bilities with respect to the full guts 
of commercial and industrial build-
ings. The reshoring of manufacturing 
in the U.S. and the buildout of U.S. 
industrial capacity has fueled further 
growth for the company. Capability 
is in short supply after many decades 
of offshoring, and Comfort Systems is 
in a position to choose the projects in 
which it wants to be involved. 

Commercial and industrial con-
struction in the U.S. has tripled in 
the past three years from $75 billion 
in 2020 to $225 billion in the past 
twelve months. Since the beginning 
of 2021, over $600 billion worth of 
mega-projects have been announced 
for construction, including data cen-
ters, chip manufacturing facilities, 
EV plants, battery manufacturing fa-
cilities, solar and LNG facilities, and 
pharmaceutical plants. Ground has 
only broken on about 25% of these 
projects, so much of the work remains 
in the future.

The outlook for commercial construc-
tion and engineering companies in 
the U.S. looks, well, very constructive. 

Shockwave (SWAV)
Shockwave helps to solve a medical 
problem for many individuals who 
suffer from calcification of the arter-
ies. Arterial vascular disease takes vari-
ous forms including blockages that 
can potentially lead to strokes or heart 
attacks and calcification of the arteries 

which can potentially lead to ruptures. 
Such conditions were universally 
treated by using stents with balloons 
on the end that cleared the pathways. 
While the stents used a measure of 
force that had been useful for clear-
ing blockages, it also introduced a 
risk when calcification had occurred. 
Simply bullying one’s way through an 
artery is dangerous when the vessels 
have hardened due to calcium build-
up. Shockwave developed a new type 
of stent, which gained FDA approval 
three years ago, that utilizes a sonic 
transmission to gently break up cal-
cifications. The treatment is not only 
more effective than the prior method, 
but it is significantly safer. To quote 
one arterial-vascular surgeon, “this is a 
game changer”. 

Shockwave has achieved over 75% 
penetration across A-V surgery cen-
ters in the U.S., but its penetration 
within each center has only scratched 
the surface. Meanwhile, international 
opportunities remain in the early stag-
es of penetration. 

Shockwave revenues are up eleven-
fold since 2020.

Paylocity (PCTY)
Paylocity simplifies payroll processing 
and benefits management for both 
HR departments and employees. 
Employee and pay data is submitted 
online using the company’s software, 
and employees receive information 
about their paychecks electronically. 
Incumbent companies such as ADP 
and Paychex continue to have signifi-
cant market share and many custom-
ers that use legacy systems which are 
more cumbersome and more costly. 

Why don’t ADP and Paychex broadly 
rollout more technologically efficient 
and cheaper solutions to all of their 
customers? In a word, “profit”. The 
companies would cannibalize most 
of their highly profitable customer 
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relationships quickly in an effort 
to compete more effectively. In the 
meantime, they continue to lose share 
to the likes of Paylocity. 

Paylocity has posted annualized rev-
enue growth of 33% over the last ten 
years. In absolute terms, revenue has 
grown from $77 million to $1.3 bil-
lion during that period.

Tenable (TENB)
I think that most consumers have be-
come curious about artificial intelli-
gence or “AI”, since the introduction of  

ChatGPT just a year and a half ago, 
although the term “curious” may be 
an understatement. The range of feel-
ings regarding AI are more accurately 
described as extending from exhilara-
tion to panic. The potential uses for 
AI seem to be endless. Optimists see 
the potential for productivity gains 
that remind us of the first industrial 
revolution. Pessimists imagine a future 
that conjures up images portrayed in 
the film “2001: A Space Odyssey” or 
Aldous Huxley's classic novel, “Brave 
New World”. 

I can assure you that cyber-securi-
ty officers in companies across the 
world are leaning toward the terri-
fied camp, as they usually do. Nev-
ertheless, cyber-security software 
firms such as Tenable have the full 
attention of their customers and 
prospects. This highly respected 
software company, which focuses 
on cyber-security threats, only be-
came profitable in 2020. The com-
pany has more than tripled funds 
from operations during the past  
three years. 

Continued

Table 1: 	 The "Elite Eight"

Table 2: 	 The "Magnificent Seven"

Market Cap 
($ billions)

Projected 
Revenues for 2024 

($ millions)

Forward 
Price to Earnings 

Ratio

3 Year 
Revenue/Share 

Growth
3 Year 

EPS Growth

Deckers 23.4 4,200 30.4x 89% 101%

Medpace 12.4 2,189 36.5x 136% 111%

Kinsale Capital 12.2 1,564 33.9x 156% 281%

e.l.f. Beauty 11.2 993 57.1x 168% 319%

Comfort Systems 11.1 6,552 28.5x 86% 128%

Shockwave 9.4 921 49.6x 877% 296%

Paylocity 9.2 1,389 25.3x 113% 214%

Tenable 5.5 903 41.5x 59% 125%

Total 11.8 2,339 37.9x 211% 197%

Market Cap 
($ billions)

Projected 
Revenues for 2024 

($ millions)

Forward 
Price to Earnings 

Ratio

3 Year 
Revenue/Share 

Growth
3 Year 

EPS Growth

Microsoft 3,086 244 31.6x 51% 51%

Apple 2,675 383 25.0x 44% 45%

Nvidia 2,298 109 34.4x 203% 487%

Amazon 1,822 642 39.9x 45% 63%

Meta 1,274 135 24.5x 74% 54%

Alphabet 1,728 343 19.5x 82% 67%

Tesla 565 112 53.3x 172% 201%

Total 1,921 281 32.6x 96% 138%

Source: Renaissance Research, FactSet

Source: Renaissance Research, FactSet
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This Market Update reflects the thoughts of Renaissance as of March 15, 2024. This information has been provided by Renaissance Investment Management. All mate-
rial presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed. This is not to be construed as an offer to buy or sell any 
financial instruments and should not be relied upon as the sole factor in an investment making decision, nor should it be considered a recommendation. The views and 
opinions expressed are those of the Portfolio Manager at the time of publication and are subject to change. There is no guarantee that these views will come to pass. As 
with all investments, there are associated inherent risks. Please obtain and review all financial material carefully before investing.

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 performance. 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 particular 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 securities 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 inves-
tors 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 E X
(Indices are unmanaged and are not available for direct investment.)

Russell 2000 Growth Index—The Russell 2000 Growth Index is composed of the smallest 2,000 of the 3,000 largest U.S. companies based on total market capital-
ization with higher price-to-book ratios and higher forecast growth values.

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 trademark of FTSE Russell. This 
presentation may contain confidential information and unauthorized use, disclosure, copying, dissemination or redistribution is strictly prohibited. This is a presenta-
tion 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.

R E N A I S S A N C E  S M A L L  C A P  G R O W T H  U N I V E R S E
The Renaissance Small Cap Growth Universe represents a quantitative model portfolio screening process that is rebalanced quarterly.  The construction of the Re-
naissance Small Cap Growth Universe includes all constituents of the Russell 2000 Growth Index.  Roughly half of these stocks are screened out based upon a fixed 
set of parameters.  The most basic parameters are that the companies must be expected to be profitable in the current fiscal year, the companies must have at least 
$2 million per day in average trading volume, the companies must have at least one analyst following the company and publishing earnings estimates.  In addition, 
the company’s fundamental data must be available through the “Factset Fundamentals” database.  We add back any stocks currently on the buy list for our Small 
Cap Growth strategy to this screened set of stocks.  The Renaissance Small Cap Growth Universe represents the performance of a quantitative model and does not 
represent the actual performance achieved by any particular client.  We have deducted 37.5 basis points quarterly to impute the deduction of advisory fees, brokerage 
or other commissions, and any other expenses that a client would have paid or actually paid.  The Renaissance Universe results presented include the reinvestment 
of dividends and other earnings. There are limitations inherent in the model results, including the fact that the results do not represent actual trading. As it seeks to 
capture only the effectiveness of a screening process, the Renaissance Small Cap Growth Universe returns do not reflect the impact of material economic and market 
factors on the advisor’s qualitative decisions when managing client assets.
Portfolios for actual client accounts are constructed based on the combination of our quantitative and qualitative discipline. No client account holds all of the securi-
ties held in the  nor is any client portfolio restricted to Small Cap Growth Universe Holdings. The stocks in the client portfolios are chosen by the portfolio manager 
using fundamental analysis whereas the stocks in the Small Cap Growth Universe are determined solely based on our quantitative screening process. While both 
the Small Cap Growth Universe holdings and actual client accounts consist of companies which are profitable, the performance of the Small Cap Growth Universe 
stocks may be more volatile than the benchmark index as well as the actual client portfolios because the Small Cap Growth Universe does not have any of the restric-
tions found in actual client accounts and does not reflect the impact of the qualitative component of our investment discipline. The  Renaissance Small Cap Growth 
Universe characteristics related to position sizes, sector weights may differ materially from actual client portfolios.
The actual performance achieved by a client account may be affected by a variety of factors, including the initial balance of the account, the timing of additions and 
withdrawals from the account, modifications to the strategy to meet the specific investment needs or preferences of the client, the duration and timing of the invest-
ment, and exchange rates, among other factors. In addition, the performance of a client account may be affected by any fees charged by third parties for managing 
the account, which are not reflected in the performance results of any Renaissance model. Any investment in this strategy is not guaranteed and may lose value.

D I S C L O S U R E S


