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Stocks eked out a small gain during the third quarter, with the S&P 500 returning 2.3%. 
Energy, Technology, and Health Care outperformed, while Utilities, Industrials, Real Es-
tate, and Consumer Discretionary posted negative returns. The S&P 500 Index ended the 

quarter just 1.9% below the all-time high reached on August 13, but market breadth during 
the quarter was extremely narrow. The average stock in the index finished the quarter 20.9% 
below its 52-week high, and more than 22.9% of index constituents closed at least 30% below 
their 52-week highs.

The Russell 2000 Growth Index retreated in the third quarter after rallying strongly in the first 
two quarters this year but remains solidly in positive territory on a year-to-date basis. The Small 
Cap Growth portfolio also declined in the third quarter and outperformed the Index. All sectors 
in the Russell 2000 Growth Index declined during the quarter, with Industrials and Real Estate 
as the worst performers. Industrials saw notable weakness in Construction and Engineering 
stocks as fears of a slowdown in data center construction weighed on sentiment. Additionally, 
Airlines were also under pressure from rising oil prices during the quarter. The Health Care sec-
tor declined the least as the sector is seen as less cyclical than others, and the Energy sector also 
experienced a modest decline due to higher oil prices. 

The relative outperformance of the Small Cap Growth strategy was led by our stock selection 
in Information Technology and Health Care. Our stock selection in Software contributed the 
most to our Technology outperformance as our recent purchase of Zeta Global Holdings added 
meaningfully during the quarter. Additionally, our underweight position and stock selection in 

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 
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)	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 securi-
ties is no guarantee of future results. The specific securities identified and described may not represent all of the securities purchased, sold, or recom-
mended 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

Sector
Ending 

Weight(2)
Change from 

6/30/2026
Small Cap Growth Additions & 
(Small Cap Growth Deletions)(3)

Health Care 24.0% 3.9% Veracyte

Industrials 23.5% -6.9% CECO Environmental
(Cardinal Infrastructure Group, Brink’s)

Information Technology 22.2% 4.6% MaxLinear

Financials 9.9% -0.4% Paymentus
(Kinsale Capital)

Consumer Discretionary 7.0% -2.0% Urban Outfitters
(Stride, Group 1 Automotive)

Energy 4.1% 0.3% National Energy Services Reunited
(Riley Exploration Permian)

Consumer Staples 3.6% 1.5% Vita Coco

Communication Services 2.3% 0.0%

Real Estate 1.9% -0.1%

Materials 1.1% -0.2%

Cash 0.5% -0.7%

Utilities 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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Semiconductors also benefited our performance. Within Health Care, our overweight position 
and stock selection in Equipment and Supplies drove much of our outperformance in the sector.

Detracting from relative performance was our overweight in Industrials, specifically Construc-
tion and Engineering. The industry has been a beneficiary of the data center construction build-
out and many of the stocks performed very well in the first half of the year. However, news 
headlines regarding a slowdown or moratorium on construction in certain areas weighed on 
many of the stocks. Consumer Staples also were a negative contributor driven by our holding of 
Sprouts Farmers Market. A number of large grocery store chains have become more aggressive 
on pricing, which caused increased worries about the future results for the company even though 
second quarter’s results were solid.

Huron Consulting (HURN), a provider of consulting, managed services, and digital solutions, 
was the top contributor during the third quarter. The company reported strong second quar-
ter results and raised their full year outlook as bookings momentum continued. Additionally, 
AI-related demand is driving incremental growth in their business as clients seek their help in 
implementing their AI-based products and services. 

Cardinal Infrastructure (CDNL) detracted the most from performance as the construction site 
development company reported disappointing earnings for the second quarter. While revenues 
were above expectations, margins were below plan as the company saw higher than expected 
subcontractor costs. The company also called out pricing pressures in the residential housing 
market. We subsequently exited our position due to weakening macro factors and poor execu-
tion by management.

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 — S M A L L  C A P  G R O W T H

HURN Huron Consulting 2.00% 1.50%

ZETA Zeta Global 2.38% 1.03%

MXL MaxLinear 1.62% 0.83%

IMAX IMAX 2.17% 0.70%

EXLS ExlService 2.38% 0.65%

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

CDNL Cardinal Infrastructure 1.25% -1.69%

STRL Sterling Infrastructure 1.92% -1.08%

DY Dycom Industries 1.74% -1.07%

NXT Nextpower 1.77% -0.75%

SPXC SPX Technologies 1.87% -0.68%

C O N T R I B U T O R S  T O  R E T U R N ( 1 ) ( 2 )

(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
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Trading and stock movements during the quarter led to several changes in sector weights. The 
Information Technology, Health Care, and Consumer Staples sectors saw their weights increase 
during the quarter whereas Industrials, Consumer Discretionary, and Financials decreased.

Vita Coco (COCO) was a new position added this quarter. The company is the leading pro-
vider of coconut water and related products like coconut oil, and more recently, coconut milk. 
The company focuses on the natural beverage market in the US where it holds a 40% market 
share in coconut water. Management is targeting to double sales over the next 5-7 years in the 
U.S, as the total coconut water market has been growing in the mid-teens over the last five 
years. Additionally, the company is targeting Europe for expansion, which management believes 
could be as big as the U.S. So far, the company has the number one brand in the U.K. with 
70% share and has 40% share in Germany. Recently, the company acquired Copra, a leader in 
the super-premium coconut water category whose products retail for 2x Vita Coco’s product, 
rounding out Vita Coco’s product offerings. The pullback in the stock during the third quar-
ter created an attractive entry point for what we believe is a company with long-term secular 
growth opportunities.

We exited our position in Stride (LRN), a provider of online education services. The company 
struggled with a technology platform upgrade last fall that negatively impacted enrollment. 
While that issue appears to be behind the company, we believe a return to historical enrollment 
growth will be a multi-year process. Additionally, the company announced an abrupt CEO 
transition which created more uncertainty about the focus of the company.

As of September 30, our Small Cap Growth strategy traded at 17.1 times four-quarter forward 
earnings, compared with 16.8 times for the Russell 2000 Growth Index. Yet the Small Cap Growth 
strategy’s estimated long-term EPS growth rate was 18.2%, versus 11.5% for the benchmark.

One way we evaluate the relationship between those characteristics is to divide expected long-
term earnings growth by forward P/E. On September 30, that ratio was 1.06 for the Small Cap 
Growth strategy versus 0.69 for the Russell 2000 Growth Index.

The historical perspective is important. For much of the past decade, our Small Cap Growth 
strategy’s growth-to-valuation characteristics tracked relatively closely with those of the bench-
mark. At times we offered somewhat higher expected growth and paid a somewhat higher valu-
ation for it. At other times, the relationship favored the index.

Today’s relationship is therefore unusual. Measured relative to the Russell 2000 Growth Index, 
our Small Cap Growth strategy’s current growth-to-valuation advantage remains near the stron-
gest levels observed during the past ten years.

We believe that reflects the investment opportunities created by the market’s repeated rotations. 
We have been able to add selectively to traditional growth companies when valuations became 
more attractive, while maintaining exposure to AI and data-center beneficiaries where we be-
lieve long-term earnings growth remains compelling.

D I S C L O S U R E S 

The opinions stated in this presentation are those of Renaissance as of September 30, 2026 and are subject to change at any time 
due to changes in market or economic conditions.

GICS SECTOR INFORMATION
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. 

Continued
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PERFORMANCE 
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 
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.

REFERENCED INDICES
(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. compa-
nies based on total market capitalization with higher price-to-book ratios and higher forecast 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. 

RUSSELL DATA
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.

S&P DATA
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.

STOCK REFERENCES 
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.


