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February saw mixed returns across major U.S. stock indices as investor sentiment notably 
shifted to risk reduction due to increased volatility. The S&P 500 was down for the second 
time in the last three months and the Nasdaq saw its worst returns in almost a year. While 

the declines were modest, there was significant movement below the surface, with a rotation 
away from the mega-cap technology companies that have carried the markets for much of the 
past three years. Investors are becoming more selective about how much they are willing to pay 
for growth, particularly in crowded, high-profile, artificial intelligence stocks. A rotation towards 
cyclical stocks and stocks that are trading at more reasonable valuations has led to a broadening of 
the market, which is healthy for the overall stock market and typically favors active management 
and stock selection. 

From a macroeconomic perspective, the backdrop in February continued to improve. GDP pro-
jections rose to 2.5%, ISM orders were in expansionary territory, unemployment remained sub-
dued at 4.3%, and inflation was contained, with annualized Core CPI declining to 2.4%. Yet 
there has been a palpable sense of worry setting in as workers have contemplated how AI could 
eventually displace jobs. In addition, geopolitical uncertainty ramped up at the end of the month 
when President Trump threatened to attack Iran, backed by a significant buildup of U.S. warships 
in the Middle East. Looking ahead, we are encouraged by the stock market’s resilience amid grow-
ing macroeconomic and geopolitical challenges.

With fourth quarter earnings reports nearly completed, aggregate blended earnings growth rates for 
S&P 500 companies came in at a healthy 14.0%, the fifth straight quarter of double-digit growth. 

The Disclosures Section is an integral part of this presentation.

Sector
Ending 

Weight(2)
Change from 

1/31/2026
Large Cap Growth Additions & 
(Large Cap Growth Deletions)(3)

Information Technology 31.6% -3.8% (Cadence Design Systems, Gartner)

Consumer Discretionary 13.9% 2.2% Marriott International, The TJX Companies
(O'Reilly Automotive)

Health Care 13.3% 0.4%

Industrials 12.9% 2.0% Illinois Tool Works

Financials 11.6% -0.8%

Communication Services 7.1% -0.3%

Consumer Staples 4.3% 0.5%

Utilities 1.9% 0.3%

Real Estate 1.9% -0.3%

Cash 1.4% -0.1%

Energy 0.0% 0.0%

Materials 0.0% 0.0%

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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However, there has been a slight reduction in earnings estimates of 1.5% for the first quarter of 2026 
despite the solid earnings trends (Source: FactSet). While the trajectory of earnings growth is positive-
ly correlated to stock market returns historically, we acknowledge that the recent rise in geopolitical 
and macroeconomic uncertainty may result in reductions in expected earnings growth in the near 
term. We remain positive about the continued market broadening, which could lead to potential 
alpha generating opportunities through the identification of high-quality growth companies that are 
capable of producing strong earnings growth in the current environment. 

The Russell 1000 Growth declined 3.4% and the S&P 500 declined 0.8% in February. Value out-
performed Growth, with the Industrials and Health Care sectors contributing the most to returns. 
Conversely, the Information Technology and Consumer Discretionary sectors were the largest 
detractors. Software stocks, in particular, were a significant drag on performance amid ongoing 
fears over AI’s impact on the terminal value of many software companies. Large-cap stocks under-
performed small-cap stocks, with investors gravitating toward small cap stocks given their better 
earnings growth profile. Our portfolio outperformed both the Russell 1000 Growth benchmark 
and the S&P 500 index for the month.

We added a new position in the Consumer Discretionary sector in February with Marriott 
(MAR), the largest hotel operator worldwide. In the current environment, we like the company’s 
asset-light franchise and management fee model, which provide a high degree of stability and visi-
bility without a high level of capital requirements. Looking forward, we believe that a conservative 
U.S. RevPAR guidance combined with easier comparisons from last year’s government shutdown 
should lead to upside if travel demand holds. In addition, Marriott rebuilt its development pipe-
line, facilitating continued re-acceleration of unit growth in coming years. Conversely, we sold 
our position in O’Reilly Automotive (ORLY) following a deterioration in fundamental factors. 

(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

FIX Comfort Systems USA 2.69% 0.59%

HSY The Hershey Company 2.22% 0.44%

TPR Tapestry 2.03% 0.40%

MCK McKesson 2.10% 0.37%

MSI Motorola Solutions 1.74% 0.32%

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 	

AMZN Amazon.com 2.51% -0.36%

BSX Boston Scientific 1.39% -0.31%

GOOGL Alphabet 3.58% -0.30%

APO Apollo Global Management 1.28% -0.30%

JLL Jones Lang LaSalle 1.94% -0.25%
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Our original investment thesis has come to fruition, with the company producing the highest 
same-store-sales metrics in the industry after gaining market share in its Professional segment. 
More recently, however, revenue growth has decelerated and margins have compressed due to 
higher unexpected operating costs. With valuation multiples at all-time highs in a deteriorating 
profitability environment, we believe that the risk/reward is no longer advantageous. Moreover, 
until O’Reilly’s Retail segment reaccelerates, estimates for earnings growth may be limited as the 
company potentially faces higher operating costs in the near-to-intermediate term. 

Comfort Systems (FIX) was our best-performing stock in the month. The company reported 
broad-based upside to quarterly results, with backlog acceleration supporting further upside to 
2026 estimates. Importantly, management noted that the current demand trends are actually 
building off hyperscale capex announcements from over 1-2 years ago, therefore growth should 
remain solid, driven by the continued buildout of new data centers that run AI applications. 
Another strong performer in February was The Hershey Company (HSY). The company re-
ported solid quarterly results with accelerating organic growth trends, driven by strong demand 
for confectionary and salty snack items. Management gave upbeat guidance for the rest of the 
year, confirming solid pricing power, new product innovations, and higher advertising, leading to 
further upside to revenue growth expectations. Lastly, Tapestry (TPR) reported material upside 
to earnings expectations, driven by solid unit growth and pricing power. Tapestry continues to 
execute its strategy of driving customer engagement at Coach, giving us confidence they can turn 
around Kate Spade by the end of this year.

Conversely, Amazon (AMZN) was our weakest performer in February. The stock underperformed 
after missing earnings expectations to end the year and guiding to significantly higher capital 
expenditures for 2026, resulting in potentially negative operating cash flow. Fears that the big 
increase in capex was caused by potential AI market-share losses to Microsoft and Alphabet were 
even more worrying. Nevertheless, we are encouraged by the acceleration in Amazon Web Sevices 
(AWS), despite supply constraints. Boston Scientific (BSX) underperformed despite reporting 
solid operating results. The stock declined after initial 2026 guidance was below expectations, 
driven by decelerating revenue growth in its electrophysiology segment. This segment has con-
tributed recently to significant revenue growth, and the decline in growth suggests that its main 
competitor, Medtronic, may be gaining market share. Lastly, Alphabet (GOOGL) also underper-
formed despite reporting solid operating results. Similar to other companies that are leveraged to 
AI, the stock underperformed as investors questioned if growth rates have peaked and pondered 
whether huge amounts of capital investment will ever generate an appropriate rate of return. We 
remain encouraged by Alphabet’s leadership in AI and stability in its core advertising segment.

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, 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. 

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 

Continued
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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.


