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Past performance does not guarantee 
future results. The information presented 
is for a representative account and for 
illustrative purposes only. Actual account 
holdings will vary depending on the 
size of an account, cash flows within an 
account, and restrictions on an account. 
This information is intended solely 
to report on investment strategies as 
reported by Eagle Asset Management, 
Inc. Opinions and estimates offered 
constitute Eagle’s judgment and are 
subject to change without notice, as are 
statements of financial market trends, 
which are based on current market con-
ditions. Under no circumstances does the 
information contained within represent a 
recommendation to buy, hold, or sell any 
security, and it should not be assumed 
that the securities, transactions, or 
holdings discussed were or will prove to 
be profitable. All holdings are subject to 
change daily. The Index is referred to for 
information purposes only; the compo-
sition of each Index is different from the 
composition of the accounts managed 
by the investment manager. An index is 
unmanaged and has no expenses. It is 
not possible to invest directly in an index.
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Market overview1

SMID-cap stocks rebounded sharply in 
the second quarter, reflecting a reversal 
of the risk-off conditions that weighed 
on markets late in the first quarter. The 
Russell 2500TM Index returned 20.3%, 
while the Russell 2000® Index rose 21.5%, 
its best quarter since 2020. Small caps 
also outpaced large caps, with the S&P 
500 advancing 15.2%. After several years 
of large-cap leadership, the quarter 
offered early evidence that market 
strength may be broadening further down 
the capitalization spectrum.

The improvement was supported by 
a more constructive macroeconomic 
backdrop. Energy prices retreated from 

their March spike as fears of a prolonged 
disruption in the Middle East moderated, 
particularly after a tentative peace 
deal with Iran helped ease geopolitical 
concerns. Economic data also continued 
to point to expansion rather than 
contraction, with manufacturing activity 
remaining in positive territory and new 
orders and production still growing. This 
combination helped restore investor 
confidence and supported cyclical areas 
of the market, particularly companies 
tied to advanced manufacturing, 
semiconductor equipment, electronic 
materials, industrial technology, and 
broader capital spending.

Artificial intelligence (AI) infrastructure 
remained the most important market 
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The performance data quoted represents past 
performance. Past performance does not guarantee 
future results. Investment return and principal value 
will fluctuate so that an investor’s portfolio, when 
redeemed, may be worth more or less than their 
original cost. Current performance may be lower or 
higher than the performance information quoted. To 
obtain current month-end performance informa-
tion, please call your financial professional or visit 
eagleasset.com.

Past performance is not a guarantee of future results. 
The calculation of the performance data includes 
reinvestment of all income and gains and is depicted 
on a time-weighted and size-weighted average for 
the entire period. Performance is shown after deduc-
tion of transaction costs and both “gross” (before 
the deduction of management fees) and “net” (after 
the deduction of management fees). The net returns 
reflect the application of the highest wrap fee of 3% 
annum.

Performance2 as of June 30, 2026

Eagle 
SMID Cap 
Strategy
(gross)

Eagle 
SMID Cap 
Strategy

(net)

Russell 2500TM 
Index

Russell 2000® 
Index

Second quarter 22.16% 21.30% 20.26% 21.49%

Year to date 21.73% 19.97% 22.71% 22.57%

1 year 23.46% 19.89% 36.72% 40.78%

3 years 9.07% 5.91% 18.40% 18.60%

5 years 5.08% 2.02% 8.30% 6.98%

10 years 12.20% 8.93% 12.25% 11.62%

Since inception (July 1, 1997) 10.71% 7.48% 9.88% 8.69%
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Top 10 Holdings

ChampionX
Enerplus
SPS Commerce
RBC Bearings
U.S. dollar
PJT Partners
Inter Parfums
Prestige Consumer Healthcare
Cable One
EXL Service

 
As of Dec. 31, 2023. The information 
provided herein should not be construed 
as a recommendation to buy, sell, or hold 
any particular security. The data is shown 
for informational purposes only and is not 
indicative of future portfolio character-
istics or returns. Portfolio holdings are 
not stagnant and may change over time 
without prior notice. Past performance 
does not guarantee future results. Please 
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10 largest holdings

Onto Innovation

Knowles

MKS

Element Solutions

Synaptics

Mercury Systems

Gates Industrial

Reliance

Bio-Techne

OneSpaWorld 
 

As of June 30, 2026. The information 
provided herein should not be construed 
as a recommendation to buy, sell, or hold 
any particular security. The data is shown 
for informational purposes only and is 
not indicative of future portfolio charac-
teristics or returns. Portfolio holdings are 
not stagnant and may change over time 
without prior notice. Past performance 
does not guarantee future results. Please 
note that the holdings identified do not 
represent all of the securities purchased, 
sold, or recommended for the compos-
ite. They are provided for informational 
purposes only. Eagle, its affiliates, or 
their respective employees may have a 
position in the securities listed.

theme. Information technology was 
the dominant sector in small caps, led 
by semiconductors, semiconductor 
equipment, advanced packaging, optical 
networking, power, cooling, and other 
data center-related businesses. The AI 
opportunity has broadened beyond the 
largest technology companies, creating 
meaningful demand across the small- 
and SMID-cap universe for businesses 
positioned to support compute, 
connectivity, and electrical infrastructure. 
That said, the strength was concentrated, 
and a relatively small group of stocks and 
industries accounted for a large share of 
index returns.

The quarter also had a distinctly risk-on 
character. Growth outperformed value, 
and high-beta, high-sales-growth, higher-
valuation, and lower-quality stocks 
generally led the market. Conversely, 
higher-quality companies, dividend 
payers, and lower-volatility stocks lagged. 
This was a challenging backdrop for 
many active managers, particularly those 
with a quality bias or less exposure to 
the quarter’s narrow group of AI-related 
winners. Still, we saw encouraging signs 
of broader participation in June as the 
market moved beyond the most acute 
geopolitical concerns and investors 
became more willing to reward cyclical 
and economically sensitive companies.

Sector performance reflected these 
dynamics. Information technology 
was by far the strongest area of the 
market, followed by industrials and 
health care. Industrials benefited from 
exposure to data centers, electrification, 
grid infrastructure, and advanced 

manufacturing. Health care improved 
later in the quarter as biotechnology, 
life sciences tools, and select medical 
technology companies recovered. 
Energy, which had been a major source of 
benchmark strength in the first quarter, 
underperformed as oil prices declined. 
Defensive areas such as utilities and 
parts of consumer staples also lagged as 
investors favored growth and cyclicality.

Overall, the second quarter was a 
powerful reminder that small- and SMID-
cap equities can move quickly when 
macro conditions stabilize and investor 
risk appetite returns. We are encouraged 
by improving manufacturing activity, 
resilient earnings expectations, and signs 
that market leadership is beginning to 
broaden. However, after such a strong 
advance, we do not believe the quarter’s 
pace of returns should be extrapolated. 
Future gains will likely need to be 
supported by earnings growth, cash flow 
generation, and continued execution 
rather than by valuation expansion alone.

Portfolio review1,2

Despite style headwinds, the Eagle SMID 
Cap Strategy outperformed its Russell 
2500 Index benchmark on a gross and net 
basis during the second quarter.*  

The second quarter presented a difficult 
style and factor backdrop for the 
portfolio. The market strongly favored 
higher-beta, higher-momentum, and 
more speculative stocks, while returns 
were also highly concentrated in a 
relatively narrow group of winners. As 
a result, the portfolios’ underweights 
to beta and momentum were clear 

Second Quarter  l  2026

* Comparisons of contribution to return by individual 
portfolio sectors and/or securities versus the benchmark 
or benchmark counterparts are presented on a gross ba-

sis. For information on gross and net returns for the total 
portfolio, please see the performance table on page 1.
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headwinds to relative performance, and 
the narrowness of market leadership 
made the environment especially 
challenging for active managers who were 
not positioned in the most aggressively 
rewarded parts of the market.

Despite those headwinds, the portfolio 
outperformed through strong security 
selection and meaningful participation in 
several of the quarter’s most important 
fundamental themes. In particular, 
holdings tied to semiconductor-related 
technology and advanced materials 
performed very well and more than offset 
the style-driven pressures elsewhere in 
the portfolio. This was a quarter where 
bottom-up stock picking mattered more 
than factor positioning, and the portfolio’s 
exposure to companies aligned with AI 
infrastructure, semiconductor capital 
spending, and specialized materials 
demand was the primary driver of excess 
return.

Materials was the strongest contributor 
to relative performance. The portfolio 
benefited from strong security selection, 
as well as from favorable industry 

positioning as holdings tied to advanced 
materials, semiconductor inputs, and 
industrial end markets participated in 
the quarter’s cyclical and technology-
driven rebound. This positioning aligned 
the portfolio particularly well with two 
of the quarter’s most important market 
drivers: improving cyclical sentiment 
and continued enthusiasm around 
semiconductor-related infrastructure and 
manufacturing demand. Several holdings 
in the sector delivered notably strong 
results, reinforcing the sector’s leadership 
contribution to relative performance.

Energy also contributed meaningfully, 
though for a different reason. The 
portfolio’s lower exposure to the sector 
was beneficial as energy underperformed 
following the sharp decline in oil prices 
from elevated first-quarter levels. In 
contrast to the first quarter, when 
energy provided important support to 
benchmark returns, that leadership 
reversed in the second quarter. As a 
result, the portfolio’s underweight to the 
sector added value on an allocation basis, 
while select exposure within the sector 
was a smaller positive contributor overall.

Industrials was the largest detractor from 
relative performance. Although the sector 
performed well for the benchmark, the 
portfolio’s holdings did not participate 
as fully in the strongest parts of the rally, 
and stock selection was the clear issue. 
Several holdings lagged meaningfully 
despite the improving macro backdrop 
and strong investor interest in 
capital spending, electrification, and 
infrastructure-related themes. This was 
disappointing given that we believe many 
of the portfolio’s industrial holdings 
remained fundamentally attractive, but 
it also reflected how selective the market 
was beneath the headline strength in the 
sector.

Health care was the second largest 
detractor, driven primarily by stock 
selection. Several holdings failed to 
participate in the sector’s rebound later 
in the quarter, largely due to idiosyncratic 
challenges among our quality-oriented 
positions in pharmaceuticals, medical 
devices, and health care services. 
As a result, underperformance was 
concentrated in these areas, while our 
biopharmaceutical and life science tools 

Top securities  Average 
weight (%)

Contribution 
to return - gross (%) Bottom securities  Average 

weight (%)
Contribution 

to return - gross (%)

SM
ID

 C
ap

 S
tr

at
eg

y MKS 2.26 1.70 Prestige Consumer 
Healthcare 1.58 -0.42

Onto Innovation 2.58 1.61 Primoris Services 1.13 -0.40

Synaptics 2.53 1.49 Huron Consulting Group 1.23 -0.39

Knowles 2.80 1.43 CACI International 1.47 -0.24

Veeco Instruments 1.43 1.18 Antero Resources 1.08 -0.24

As of June 30, 2026. The information provided above should not be construed 
as a recommendation to buy, sell, or hold any particular security. The data is 
shown for informational purposes only and is not indicative of future port-
folio characteristics or returns. Portfolio holdings are not stagnant and may 
change over time without prior notice. Past performance does not guarantee 
future results. Please note that the holdings identified do not represent all of 

the securities purchased, sold, or recommended for the composite. They are 
provided for informational purposes only. Eagle, its affiliates, or their respective 
employees may have a position in the securities listed. Please contact your 
financial professional to obtain the calculation’s methodology and/or a list 
showing every holding’s contribution to the overall composite’s performance 
during the measurement period.
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holdings generally delivered stronger 
results.

Top-performing securities

MKS provides process technologies, com-
ponents, and subsystems used in semi-
conductors and advanced manufacturing 
applications. The company benefited 
from many of the same forces that helped 
Onto Innovation (see below) and other 
semiconductor-adjacent companies: 
stronger sentiment around capital equip-
ment, expectations of better demand, and 
sustained enthusiasm for the infrastruc-
ture buildout supporting AI. MKS also was 
an example of how the quarter rewarded 
businesses with tangible exposure to the 
physical layer of technology investment. 
Even in a very strong market for tech-
nology, MKS stood out as a meaningful 
contributor to results.

Onto Innovation is a semiconductor 
process-control and inspection compa-
ny. The stock performed very well as the 
market favored businesses tied directly 
to advanced node complexity, inspection 
intensity, and capital spending across 
semiconductor manufacturing. Investor 
enthusiasm around AI-related compute 
demand continued to flow through to 
companies supporting the equipment 
and process-control ecosystem. Onto 
remained well positioned within that 
theme. The company’s strong results also 
reflected the market’s growing willingness 
to reward differentiated suppliers to the 
semiconductor manufacturing stack rath-
er than focusing only on the largest-cap 
beneficiaries.

Synaptics develops connectivity and em-
bedded processing solutions used across 
a range of electronic devices and systems. 

The stock benefited from the market’s 
broader rotation into semiconductor and 
component companies with leverage to 
intelligent edge devices, connectivity, and 
higher-value content. Synaptics fit well 
within the broader semiconductor and 
infrastructure narrative in a quarter when 
investors increasingly rewarded compa-
nies exposed to compute, data move-
ment, and specialized chip functionality. 
The stock’s performance also reflected 
improving sentiment toward companies 
that previously had been viewed more 
cautiously but were now seen as par-
ticipants in the next wave of embedded 
intelligence and automation.

Knowles manufactures specialized 
electronic components and precision 
technologies. The company performed 
very well in a quarter when the market 
strongly favored hardware, component 
suppliers, and higher-operating-leverage 
technology businesses. Knowles contin-
ued to see above-market growth across 
its key end markets, including industrial, 
defense, and grid/energy applications. 
These fast-growing applications are highly 
specialized, which has allowed Knowles 
to maintain an attractive financial model 
with above-market growth and continued 
margin expansion while trading at a very 
reasonable valuation.

Veeco Instruments develops process 
equipment used in semiconductor, 
compound semiconductor, and advanced 
electronics manufacturing. The stock was 
one of the quarter’s strongest perform-
ers as investors embraced smaller-cap 
semiconductor equipment companies 
with direct exposure to the next stage 
of manufacturing investment. Veeco 
benefited from the same broad tailwinds 
that supported other process and capital 

equipment names, particularly those 
tied to more specialized or technically 
demanding parts of the semiconductor 
ecosystem. In a concentrated, momen-
tum-driven market, the stock stood out as 
an important contributor because it com-
bined very strong absolute performance 
with clear thematic alignment.

Bottom-performing securities

Prestige Consumer Healthcare is a con-
sumer health products company. The 
stock lagged in a quarter that strongly 
favored growth, cyclicality, and technol-
ogy-linked exposure over more defensive 
or stable health-related businesses. In 
addition to that style headwind, shares 
were pressured by concerns that the com-
pany’s pending debt-funded acquisition 
will limit capital returns going forward. 
Investors also remained concerned about 
the company’s continued difficulty turn-
ing around operational challenges at its 
Clear Eyes brand, which weighed further 
on sentiment.

Primoris Services provides critical infra-
structure services to the utility, energy, 
and renewables markets. Despite a con-
structive environment for many cyclical 
and infrastructure-linked businesses, the 
stock underperformed sharply after the 
company identified additional challeng-
es and cost overruns in its renewables 
business, lowered its 2026 outlook, and 
announced the departure of its chief op-
erating officer. The magnitude of the guid-
ance reset overwhelmed the company’s 
otherwise attractive long-term exposure 
to power, grid, and energy infrastructure 
spending.

Huron Consulting Group is a consulting 
and advisory firm serving business, legal, 

Second Quarter  l  2026
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and health care clients. The stock lagged 
significantly despite the improving macro 
backdrop because the market was far 
more focused on businesses with direct 
leverage to manufacturing, semiconduc-
tor equipment, and infrastructure themes. 
Consulting and professional services 
businesses were generally less favored in 
a quarter driven by hardware, operating 
leverage, and cyclical intensity. As a re-
sult, Huron became the portfolio’s largest 
detractor even though the weakness ap-
peared driven more by market preference 
and positioning than by a change in the 
broader economic backdrop.

CACI International provides technology 
and professional services to government 
customers. The stock underperformed 
because it did not align closely with the 
parts of industrials and technology-en-
abled services that investors most wanted 
during the quarter. Market leadership 
within industrials skewed toward busi-
nesses tied to infrastructure, electrifica-
tion, and capacity expansion, while more 
defensive or services-oriented exposures 
were comparatively out of favor. The re-
sult was a weak quarter for the company 
despite a generally constructive backdrop 
for economically sensitive equities.

Antero Resources is an exploration and 
production company focused on natural 
gas and natural gas liquids. The position 
detracted as energy prices softened and 
the energy sector reversed from being a 
benchmark tailwind in the first quarter 
to a relative headwind in the second. 
Although the portfolio’s underweight to 
energy helped on an allocation basis, 
Antero itself came under pressure as 
investors reassessed commodity exposure 
in a quarter marked by easing geopolitical 

fears and falling oil prices. The stock’s 
weakness therefore reflected the sector 
backdrop more than any portfolio-specific 
theme.

Outlook2

We remain cautiously constructive on the 
outlook for equities. Consensus expecta-
tions for annual earnings growth moved 
higher again during the quarter, now 
eclipsing 14% for small caps. This would 
represent a solidly above-average year 
and has driven much of the market move 
year to date.

That said, the second quarter’s pace of 
returns should not be extrapolated. The 
market recovered from a period of acute 
stress, and several of the strongest-per-
forming areas in the portfolio benefited 
from a powerful combination of improv-
ing fundamentals and valuation re-rating. 
This led to the best first half for small caps 
since 2001. Future returns will need to 
be supported by earnings, cash flow, and 
continued execution.

The improvement in the industrial 
backdrop is encouraging. Manufacturing 
activity has remained in expansion terri-
tory, and the details around new orders 
and production have been consistent 
with a more stable planning environment. 
Our conversations with companies have 
continued to suggest that many manage-
ment teams are more willing to invest in 
productivity, capacity, automation, and 
technology than they were a year ago. 
That is a constructive setup for many of 
the types of businesses we prefer to own.

Artificial intelligence remains the most im-
portant structural issue in the market. On 
the opportunity side, AI is driving substan-

tial investment in compute, networking, 
power, cooling, semiconductor manufac-
turing, advanced packaging, and software 
infrastructure. On the risk side, it is also 
changing how investors value labor-in-
tensive services models, software tools, 
and business processes that may become 
more automated. We do not view AI as a 
single-sector theme, but rather a broad 
productivity shock that will create both 
winners and losers across the portfolio 
universe.

Our internal experience continues to 
reinforce that view. The AI tools and in-
vestment-process agent we discussed last 
quarter remain part of our research and 
portfolio-management workflow, and we 
recently began piloting a coding tool from 
OpenAI called Codex. These tools are not 
replacing judgment, company meetings, 
or fundamental underwriting. Instead, 
the productivity gains they deliver across 
many of the more routine aspects of the 
job is allowing us to spend more time 
on the qualitative questions that matter 
most, including durability of competitive 
advantage, quality of management, rein-
vestment opportunity, and the ability to 
compound cash flow over time.

Inflation, interest rates, and credit condi-
tions also remain central to the outlook. 
The US Federal Reserve is still balancing 
improving activity against inflation that 
remains above target, and small-cap 
companies are more exposed to the cost 
and availability of capital than larger 
peers. We continue to watch private credit 
closely for signs that stress is migrating 
from isolated financing events to broader 
economic weakness. At this point, we see 
pockets of concern rather than a systemic 
problem, but the area deserves moni-
toring. We are particularly focused on 

Second Quarter  l  2026
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whether tighter underwriting standards 
begin to affect hiring, capital spending, or 
acquisition financing for smaller compa-
nies, because those second-order effects 
can matter more for our universe than 
headline default rates alone.

From a portfolio-construction standpoint, 
we are comfortable with the overall shape 
of the portfolio. At quarter end, the port-
folio had stronger sales growth, higher re-
turn on equity, higher operating margins, 
a higher free-cash-flow yield, and lower 
leverage than the benchmark, though it 
also traded at a higher earnings multiple. 
We are willing to pay more for business-
es we believe can compound at higher 
returns, but valuation discipline remains 
important after a very strong quarter.

We have also been actively managing 
position sizes. The strength in semicon-
ductor equipment, process control, and 
materials created larger exposures in 
several holdings, and we trimmed several 
winners during the quarter to keep risk 
aligned with our process. We remain 
constructive on the medium-term oppor-
tunity in these areas, but we are aware 
that expectations have risen and that the 
stocks are no longer discounting the same 
level of skepticism they were earlier in 
the year. This leaves us trying to balance 
two truths: the fundamental backdrop 
for several holdings is better than it was 
six months ago, and the risk/reward after 
a large move is less one-sided than it 
was when the market was discounting a 

weaker cycle.

Stepping back, we believe the combi-
nation of a stabilizing macroeconomic 
backdrop, improving manufacturing 
activity, healthier market breadth, and a 
potentially meaningful AI-led productivity 
cycle supports a constructive outlook for 
small- and mid-cap equities. The path 
is unlikely to be smooth. Energy shocks, 
rates, credit, and geopolitics can all create 
episodic volatility. But in our view the un-
derlying opportunity set is broader than 
it has been for much of the past several 
years.

As always, thank you for your trust and 
support.

Second Quarter  l  2026
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1.	 Source: London Stock Exchange Group plc and its 
group undertakings (collectively, the “LSE Group”). 
©LSE Group 2026. FTSE Russell is a trading name of 
certain of the LSE Group companies. Russell® is a trade 
mark of the relevant LSE Group companies and is used 
by any other LSE Group company under license. All 
rights in the FTSE Russell indexes or data vest in the 
relevant LSE Group company which owns the index 
or the data. Neither LSE Group nor its licensors accept 
any liability for any errors or omissions in the indexes 
or data and no party may rely on any indexes or data 
contained in this communication. No further distribu-
tion of data from the LSE Group is permitted without 
the relevant LSE Group company’s express written 
consent. The LSE Group does not promote, sponsor or 
endorse the content of this communication.

2.	 References to specific securities are intended to 
illustrate the types of securities Eagle may hold in this 
portfolio. They are not intended as representations 
of specific investment recommendations that would 
have been profitable to an investor. Past performance 
is not a guarantee of future results. Opinions and 
estimates offered constitute Eagle’s judgment and are 
subject to change without notice as are statements of 
financial-market trends, which are based on current 
market conditions. Investing involves risk, including 
the possible loss of principal.

Performance disclosures 2

The calculation of the performance data includes 
reinvestment of all income and gains and is depicted 
on a time-weighted and size-weighted average 
for the entire period. Performance is shown after 
deduction of transaction costs and both “gross” 
(before the deduction of management fees) and 
“net” (after the deduction of management fees). 
Performance figures include all internal, retail SMID 
Cap Strategy accounts of Eagle Asset Management, 
a St. Petersburg, Florida-based firm. Eagle Asset 
Management, Inc. claims compliance with the Global 
Investment Performance Standards (GIPS®). GIPS® is 
a registered trademark of CFA Institute. CFA Institute 
does not endorse or promote this organization, 
nor does it warrant the accuracy or quality of the 
content contained herein. Eagle Asset Management, 

Inc. has received a firm-wide verification for the 
periods January 1, 1982 through December 31, 
2024. Performance data for 2025 and the current 
year may be revised, and Eagle will publish any 
revised performance data. The compound impact on 
performance of the deduction of fees is determined 
by the account size, the amount of the fee, the time 
period and the gross investment performance. This 
compounding effect is generally reflected in the 
Annualized Performance chart. Because accounts 
are individually managed, returns for separate 
accounts may be higher or lower than the average 
performance stated in the charts. To obtain a GIPS-
compliant performance information, please call 
1.800.237.3101.

Securities shown should not be considered 
recommendations or solicitations and may not 
have been, or in the future be, profitable. Investing 
in equities may result in a loss of capital. Past 
performance is not a guarantee of future results.

This information is not intended to serve as investment, 
tax, legal, or accounting advice. It should not be 
considered a recommendation to engage in or refrain 
from taking a particular course of action and is not an 
endorsement, recommendation, or sponsorship of any 
securities, services, or other investment property. It has 
been prepared for informational purposes only, and you 
should consult your own investment, tax, legal, and/
or accounting professionals before engaging in any 
transaction. Any discussion of tax matters contained 
herein is not intended or written to be used, and cannot 
be used, for the purpose of avoiding any penalties that 
may be imposed under federal tax laws. The opinions 
expressed are those of the author(s) and do not 
necessarily reflect the views of the firm, its clients, or 
any of its or their respective affiliates. Views expressed 
are as of the date indicated and may change based on 
market and other conditions. The accuracy of the content 
and its relevance to your particular circumstances is not 
guaranteed.

3.	 Source: Bloomberg

Investments in small-cap companies generally involve 
greater risks than investing in large-capitalization 
companies. Small-cap companies often have narrower 

commercial markets and more limited managerial and 
financial resources than larger, more established compa-
nies. As a result, their performance can be more volatile 
and they face greater risk of business failure, which could 
increase the volatility of a strategy’s portfolio. Addition-
ally, small-cap companies may have less market liquidity 
than larger companies.

Investing in mid-cap sized companies is based on the 
premise that relatively smaller companies will increase 
their earnings and grow into larger, more valuable com-
panies. Historically, mid-cap stocks have experienced 
greater volatility than other equity asset classes, and they 
may be less liquid than larger cap stocks. Thus, relative 
to larger, more liquid stocks, investing in mid-cap stocks 
involves potentially greater volatility and risk. In addition, 
mid-cap stocks have experienced greater volatility than 
other classes of securities. Mid-cap stocks can also be 
less liquid than those of large companies, and illiquidity 
increases the potential for volatility.

Sector investments are companies engaged in business 
related to a specific sector. They are subject to fierce 
competition and their products and services may be 
subject to rapid obsolescence. There are additional risks 
associated with investing in an individual sector, includ-
ing limited diversification.

Indices

Russell 2500™ Index – The strategy’s benchmark index. 
Measures the performance of the smallest 2,500 
companies covered in the Russell 3000® Index. 

Russell 2000® Index – Measures the performance of the 
2,000 smallest companies in the Russell 3000® Index, 
which represents approximately 7% of the total market 
capitalization of the Russell 3000® Index.

Indices are unmanaged, and one cannot invest directly 
in the index.

The views and opinions expressed are not necessarily those 
of any broker/dealer or any affiliates. Nothing discussed or 
suggested should be construed as permission to supersede 
or circumvent any broker/dealer policies, procedures, rules, 
and guidelines.
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