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The U.S. stock market started the year on a strong note, with the S&P 500 reaching new 
record highs. A shaky first half of the month was followed by a rebound, as reported U.S. 
economic data came in better than expected. Importantly, market breadth improved, with 

the equal-weighted S&P 500 outperforming the cap-weighted S&P 500, suggesting that market 
momentum is broadening beyond mega-cap technology companies. Overall, the U.S. economy 
remains healthy, with stable inflation, steady employment, resilient consumer spending, and im-
proving leading economic indicators. 

Meanwhile, the Federal Reserve kept interest rates steady following its January meeting, reducing 
the risk that inflation will meaningfully re-accelerate. The pause in rate reduction appears to be 
precautionary, while it also gives the next Fed Chairman, Kevin Warsh, time to chart the future 
path of the Federal Reserve. We believe that Chairman Warsh was the most logical choice for the 
role, given his professional connections with Treasury Secretary Scott Bessent. In addition, Chair-
man Warsh’s writings prior to his appointment suggest that he will remain vigilant on the risks of 
fiscal dominance, U.S. deficits, and currency debasement.

Looking ahead, we remain positive on the stock market, with earnings growth expected to accelerate 
in 2026 and 2027, driven by elevated sales growth, record margins, and a broadening of contribu-
tors outside of mega-cap companies. Near-term, larger tax refunds from the One Big Beautiful Bill 
Act (OBBBA) could accelerate consumer spending, the largest contributor to U.S. GDP growth.

While macroeconomic conditions and corporate earnings growth remain solid, the last week of 
January experienced a quick market sell-off in precious metals. Both gold and silver suffered one 
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Change from 

12/31/2025
Large Cap Growth Additions & 
(Large Cap Growth Deletions)(3)

Information Technology 35.5% -4.5% (Adobe, Nutanix)

Health Care 13.0% 0.1%

Financials 12.4% 0.2% American Express
(PayPal)

Consumer Discretionary 11.7% 1.8% Carnival

Industrials 10.9% 1.0%

Communication Services 7.5% -0.9% (Pinterest)

Consumer Staples 3.8% 3.8% Costco Wholesale, The Hershey Company

Real Estate 2.2% 0.1%

Utilities 1.7% -0.1%

Cash 1.5% 0.1%

Energy 0.0% 0.0%

Materials 0.0% -1.6% (Ecolab)

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 )

(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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of the largest single-day collapses in their historic run of gains since the end of last year, a good 
reminder of how quickly momentum can turn with violent corrections, as stake holders were 
caught off-guard even in crowded “safe haven” investments. 

For January, the Russell 1000 Growth declined -1.5% while the S&P 500 returned 1.4%. Within 
the Russell 1000 Growth benchmark, the Communication Services and Industrials sectors were 
the largest contributors to returns, while the Information Technology and Financials sectors de-
tracted the most. Smaller-cap and Value stocks materially outperformed Larger-cap and Growth 
stocks in January, indicative of the broadening of the market and an early sign that investors are 
seeking diversification from mega-cap stocks. For the month, we outperformed the Russell 1000 
Growth and underperformed the S&P 500. 

In January, we added a new position in the Financials sector with American Express (AXP), one 
of the largest credit card issuers. We believe that the successful refresh of the American Express 
Platinum card, with higher annual fees, and a revenue shift towards higher-fee products could im-
prove earnings visibility going forward. We also believe that the Platinum card’s increasing use of 
partner-funded card benefits is an under-appreciated margin-enhancing opportunity. We added 
another new position in the Consumer Discretionary sector with Carnival (CCL), the largest 
cruise operator in the world. The entire cruise industry has recovered from the near-death experi-
ence brought on by COVID-related shutdowns, with industry leaders now experiencing record 
demand and profitability metrics. We like that Carnival targets all segments of the cruise market, 
offering premium mass-market and international cruise experiences.

Conversely, we sold our position in PayPal (PYPL) following a fundamental review. While the 
stock is trading near historically low valuation metrics, we believe that the company and the entire 

(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

LRCX Lam Research 2.38% 0.70%

AMAT Applied Materials 2.33% 0.50%

FIX Comfort Systems USA 2.30% 0.44%

KLAC KLA 2.65% 0.40%

EME EMCOR Group 2.08% 0.33%

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 	

APP AppLovin 1.60% -0.54%

PEGA Pegasystems 1.62% -0.47%

INTU Intuit 1.40% -0.38%

MSFT Microsoft 2.86% -0.32%

NOW ServiceNow 1.19% -0.31%
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payments sector could face multiple headwinds in the near to intermediate future. Competition 
remains fierce, suggesting that industry growth has likely peaked. The company has been trying 
to improve the growth of its high-margin, branded transactions through growth initiatives and 
acquisitions. However, our patience has limits, and our fundamental analysis does not show much 
improvement in 2026. We also sold our position in Nutanix (NTNX) following a deterioration 
in fundamental factors and a qualitative review that leaves us troubled by the company’s recent 
revenue recognition delays. While we understand that there are natural timing delays as new 
customers align migration timelines, earnings estimates could see further negative revisions if the 
contract delays are not remedied soon.

Lam Research (LRCX) was our best performing stock in January after reporting solid fourth 
quarter operating results. Importantly, Lam offered an upbeat outlook for wafer fabrication equip-
ment growth in 2026, driven by artificial intelligence tailwinds. We believe demand trends will 
continue and, combined with market share gains, we expect to see upward earnings revisions for 
the company. Another strong performer in January was Applied Materials (AMAT). Similar to 
other semiconductor equipment companies, the company continues to see broad-based growth 
across all segments and financial metrics. We believe that strong demand for artificial intelligence 
semiconductor chipsets, coupled with secular technological transitions and federal stimulus from 
the CHIPS Act, should continue to provide a favorable backdrop for the company. Finally, Com-
fort Systems (FIX) continues to be a strong performer for us. The stock experienced sound fol-
low-through after reporting solid operating results that showed an acceleration in organic revenue 
growth and highlighted the company’s incremental margin opportunities. Importantly, growth 
appears sustainable, with a growing business pipeline driven by the buildout of new data centers 
that run AI applications.

Conversely, AppLovin (APP) was our worst performing stock in January. The stock sold off at the 
end of the month following the beta release of Alphabet’s Genie, an AI online gaming platform. 
While Genie is in its early stages, it is a significantly competitive threat to the gaming industry. 
A proliferation in AI content should put distribution at a premium, requiring ads to stand out, 
however, which should benefit self-service ad platforms like AppLovin. Another underperformer 
in the month was Pegasystems (PEGA). Software stocks underperformed in January as inves-
tors increasingly viewed large language models such as ChapGPT and AI coding models such as 
Claude as key disrupters in the software development tools market. We think the sell-off was an 
overreaction, given that any increase in magnitude and complexity of code creation could make 
incumbent software providers more critical, as code quality, interoperability, compliance, and 
security are essential infrastructure elements. Microsoft (MSFT) was another underperformer in 
January despite reporting solid operating results. The stock suffered one of its worst one-day drops 
after Azure, the company’s Cloud offering, saw another quarter of growth below expectations, 
suggesting Microsoft’s growth in Cloud and AI is peaking. While 20%+ growth rates at scale are 
impressive, growth deceleration remains a headwind for the stock. 

D I S C L O S U R E S 

The opinions stated in this presentation are those of Renaissance as of January 31, 2026 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. 

Continued
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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 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 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 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.

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.


