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Stocks posted strong returns during the second quarter, bouncing back from their decline in 
the first quarter. The market advance in April and May was led by a small group of mega-
cap technology stocks, but many of those stocks faltered in June. Even so, Information 

Technology was the best performing sector for the quarter, along with Industrials and Finan-
cials, while the Energy, Utilities, and Consumer Staples sectors underperformed. Bond yields 
crept up slightly, as the 10-year Treasury yield finished at 4.44% in June, compared to 4.32% 
at the end of March.

In the second quarter, the Russell Midcap Growth Index rebounded strongly following a decline 
to start the year. The index increased 14.5%, with broad strength across sectors led by high mo-
mentum and higher beta stocks. Information Technology and Industrials were the standouts, as 
the sectors benefited from a continuation of the AI theme, while Energy was the only sector that 
declined following favorable news on the Iran war that drove energy prices lower. Our portfolio 
underperformed the Russell Midcap Growth Index during the quarter, driven by unfavorable 
stock selection in Information Technology, Industrials, Financials, and Consumer Staples. This 
more than offset a favorable benefit from underweights in Consumer Discretionary and Energy. 

AI-themed companies continued to lead the way, with Comfort Systems (FIX) and Quanta 
Services (PWR) once again taking top spots among the portfolio’s best performers. The com-
panies reported very strong beat-and-raise quarters, with sales, operating earnings, and backlog 
growing strongly and exceeding expectations. They were joined by Jabil Services (JBL), which 
also reported a strong beat-and-raise quarter. All of these companies are benefiting from the 
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Sector
Ending 

Weight(2)
Change from 

3/31/2026
Midcap Growth Additions & 
(Midcap Growth Deletions)(3)

Industrials 23.8% 0.6%

Information Technology 20.5% 1.5%

Health Care 17.1% 1.2%

Consumer Discretionary 13.1% 1.9% Expedia

Financials 10.9% -2.5% (Houlihan Lokey)

Consumer Staples 4.9% -0.9%

Real Estate 4.0% 0.1%

Cash 2.5% -2.1%

Utilities 1.7% -0.1%

Communication Services 1.4% 0.3%

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 )
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infrastructure build-out to support AI, and the outlook continues to look promising. With that 
said, expectations have become elevated. 

The bottom contributors to our performance were more of an eclectic group led by Pegasystems 
(PEGA), which produced a disappointing quarter in which the company missed across key 
metrics at the same time software companies were under pressure over AI competition concerns. 
While management believes the shortfall was primarily timing related and maintained full year 
guidance, it increases the risk of missing guidance. Valuation is attractive at a low double-dig-
it price-to-earnings ratio if the company can achieve expected double-digit sales and earnings 
growth, but it will need to deliver better results than those reported in the most recent quarter. 
Tradeweb Markets (TW) was another large detractor from performance despite a favorable 
earnings report that exceeded expectations and favorable monthly updates since. The recent 
weakness partly reflects investor concerns that slowing share gains and fee pressure in the credit 
market will impact growth against a premium valuation. While we are monitoring these con-
cerns, we like the secular theme of trading electronification, international opportunities, and the 
company’s competitive position and are encouraged by the resumption of share gains recently. 
Finally, Hershey (HSY) declined as guidance was unchanged despite healthy upside to quarterly 
results. While management may be conservative, better-than-expected results partly reflect tim-
ing, which implies that sales will decelerate for the remainder of the year. Additionally, the Iran 
conflict and weather concerns led to an increase in cocoa prices, partially reversing a sizable 
decline in the first quarter, while at the same time, investors rotated away from defensive stocks. 
Valuation has pulled back to an attractive level, and we continue to like the company’s earnings 
potential over the next couple of years as margins recover. 

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 — M I D C A P  G R O W T H

FIX Comfort Systems USA 3.22% 1.12%

JBL Jabil 2.76% 1.01%

PWR Quanta Services 3.17% 0.83%

SN SharkNinja 1.87% 0.75%

APH Amphenol 1.86% 0.68%

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

PEGA Pegasystems 1.28% -0.47%

TW Tradeweb Markets 1.96% -0.33%

HSY Hershey 1.89% -0.32%

LOPE Grand Canyon Education 1.74% -0.30%

PTC PTC 1.33% -0.30%

C O N T R I B U T O R S  T O  R E T U R N ( 1 ) ( 2 )
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Activity was light this quarter, with Expedia (EXPE) the only addition to the portfolio follow-
ing a pullback in the stock. The company is the largest online travel company in North America, 
which includes a portfolio of brands such as Expedia, Hotels.com, Vrbo, Orbitz, and Hotwire. 
It is also the world’s largest provider of business-to-business booking services. Management has 
done a good job expanding margins, which still have room to improve, against the backdrop of 
a favorable travel environment that should support healthy sales. The risk-to-reward profile is 
favorable, as the double-digit growth potential of earnings is attractive relative to a low double-
digit price-to-earnings ratio.

We sold Houlihan Lokey (HLI) following a deterioration in fundamental factors. While the 
company is positioned well in its markets, activity in the capital markets has not lived up to our 
expectations, partly reflecting geopolitical uncertainty and challenges in the software industry. 
As such, estimates have trended lower this year, and we moved to the sidelines until we have 
greater conviction that activity will accelerate. 

The clear impetus for the second quarter market rally was the agreement between Iran and 
U.S. to end the Iran/U.S. war which led to the subsequent sharp decline in oil prices. As of 
this writing, the details of the understanding between Iran and the U.S. remain uncertain, with 
negotiations still ongoing. While oil prices have tumbled as oil shipments have resumed, prices 
for gasoline, fertilizer, chemicals, and other oil-related products will likely remain higher than 
normal for some time. Still, the decline in energy costs is clearly positive for both the stock 
market and the economy. 

The most recent reading of the core personal consumption price index, the Fed’s primary infla-
tion gauge, showed an annual rate of inflation of 4.1%, the highest since April 2023, well above 
the Fed’s stated 2% target. On the positive side, consumer spending rose 0.7% in May, which 
was higher than expected. In addition, GDP growth for the first quarter was revised up to 2.1%, 
0.5% higher than prior estimates. 

We are encouraged by the apparent resolution of the war, as well as by the increasing number 
of stocks participating in the stock market advance recently. We remain focused on identifying 
high-quality stocks that exhibit both good growth characteristics and attractive valuations, and 
we believe that our portfolio represents very good investment opportunities at current levels.

At the beginning of the year, consensus expectations were for the Federal Reserve to reduce 
interest rates through 2026, particularly as President Trump had an opportunity to replace Fed 
Chairman Powell with a more dovish nominee at mid-year. However, these expectations have 
not been met, largely due to the surge in inflation caused by the war in Iran. In addition, the 
new Fed Chairman, Kevin Warsh, has made unexpectedly hawkish comments, emphasizing an 
”unambiguous” commitment to 2% inflation (currently at 4.1%), and repeatedly stating that 
the Fed will “deliver” on that objective. As a result, consensus expectations for the Fed Funds 
rate are flat to slightly higher over the next twelve months.

Earnings expectations for S&P 500 companies have continued to be revised upward in recent 
months. Compared to estimates as of the beginning of the year, consensus estimates for earn-
ings in calendar years 2026, 2027, and 2028 have all been revised upward by double-digit 
percentages. Much of the increase in estimates is due to strong profit trends among Technology 
and Energy companies, but the overall breadth of estimate revisions has been strong as well.

While the most recent data on inflation is concerning, market expectations for future infla-
tion have tumbled, largely due to falling oil prices. The five-year breakeven inflation rate is the 
average annual inflation rate that the bond market expects over the next five years, and recent 
figures indicate growing confidence in an inflation rate decline. This may give the Fed more 
confidence in interest rate reduction in the future, even if the current level of inflation remains 
above the Fed’s target.
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Continued

While the stock market is at all-time highs, within the market, high momentum stocks (stocks 
with strong past price performance) have significantly outperformed, while high quality stocks 
(stocks with steady profits and strong balance sheets) have lagged. Investors who have focused 
on stocks with strong price momentum have enjoyed a bonanza of excess returns since President 
Trump’s “Liberation Day” announcement of sweeping global import tariff policies on April 2 
last year, while those who have focused on high-quality stocks have suffered in terms of relative 
return. 

Quality factors may tend to lead to mediocre performance during periods of market exuber-
ance, but we believe that they contribute to good risk-adjusted returns over time when em-
ployed along with other measures, including Momentum. Markets are cyclical, and we would 
caution investors not to ignore measures of financial strength and quality in their portfolios, 
even as the market has surged in recent months.

D I S C L O S U R E S 

The opinions stated in this presentation are those of Renaissance as of June 30, 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 
warranties 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 differ-
ent 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 unman-
aged portfolios whose characteristics differ from the composite portfolios; however, they tend to represent the investment environ-
ment 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 Renais-
sance 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 Midcap Growth Index—The Russell Midcap® Growth Index measures the performance of the Russell Midcap compa-
nies 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 
trademark of FTSE Russell. This presentation may contain confidential information and unauthorized use, disclosure, copying, dis-
semination 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.



Midcap Growth
Quarter-End Review—2Q2026Quarter Ending 6/30/2026

Renaissance Investment Management
8 0 0 . 8 3 7 . 3 8 6 3  n 5 1 3 . 7 2 3 . 4 5 0 0  n F a x :  5 1 3 . 7 2 3 . 4 5 1 2  n w w w . r e n i n v . c o m

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, 
dissemination 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 
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. 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 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.


