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MARCH 31, 2020 

MARKET OVERVIEW 

The U.S. stock market entered the quarter in a much  

different way than it exited, making for the worst quarterly 

performance for the S&P 500 (-19.60%) since the depths  

of the financial crisis. There were few of the typical signs  

of a developing bear market during the first half of the 

quarter as the S&P 500 and the Russell 2000 Growth Indices 

rallied to new all-time highs. In fact, the economic expansion 

was on stable footing with business leaders looking for future 

growth as seen in the 245,000 average jobs created in January 

and February. The positive backdrop also included muted 

inflation data in a low interest rate environment and healthy 

credit conditions. Notably, in a show of strength, the market 

had shrugged off the impeachment of the President in 

January. However, the coronavirus-forced shuttering of 

commerce globally, along with the Saudi/Russian price war 

that slashed oil prices by over half during the month of  

March alone, ushered in an unprecedented stock market 

decline. From the February 19th peak to the quarterly low  

on March 23rd, the S&P 500 and Russell 2000 Growth  

Indices experienced a 33.29% and 38.5% decline, respectively, 

over only 23 trading days. 

 

All 11 of the Russell 2000 Growth Index economic sectors 

recorded negative returns in the quarter with five outperforming 

the benchmark. Utilities (-6.86%) held up the best as the sector 

is typically viewed as a safe haven during periods of economic 

weakness. Information Technology (-22.03%) held up as 

virtual connectivity became even more crucial because of  

the required “social distancing.” The outperformance of Health 

Care (-19.13%) and Consumer Staples (-23.73%) was also 

heavily influenced by the pandemic. It’s no surprise Consumer 

Discretionary was the worst performing sector (-40.51%) due 

to nationwide “shelter-at-home” policies, followed by Energy 

(-39.93%) and Materials (-35.13%).  

 

To counteract the instant recession, the Fed quickly opened  

the liquidity spigots. It implemented two Fed Funds rate cuts in 

March totaling 150 bps, taking the target back to 0%. 
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strong financial results in the quarter. COR continues to  

have good growth prospects as it benefits from the growth  

in internet usage and its ability to provide flexibility and cost 

efficiency to its customers’ data center needs.  

 

LHC Group, Inc. (LHCG), a national provider of in-home 

healthcare services to patients, reported strong organic 

admission growth in the most recent quarter as demand for its 

services grow. The company is benefitting as patient care 

shifts from the institutional setting into the home.  

 

Corcept Therapeutics, Inc. (CORT), a pharmaceutical 

company engaged in the discovery and commercialization  

of drugs that treat severe metabolic and oncologic disorders 

by modulating the effects of the stress hormone cortisol, 

reported a strong quarter with revenues up 32% over last 

year. The company also gave a favorable update on its drug 

pipeline with an expected NDA to be filed by the end of 

2021.  

 

 

 

MasTec, Inc. (MTZ) is a leading infrastructure construction 

company. Its stock reacted negatively to the roughly 60% 

decline in the price of oil during the quarter as approximately 

25% of its revenues are derived from its oil and gas segment. 

The rapid decline in the price of oil was caused by the 

shuttering of global commerce and compounded by a price 

war between the Saudis and Russians. We expect it will 

rebound from these extreme levels as the economy recovers. 

The company remains well positioned for the foreseeable 

future. 

 

Medifast, Inc. (MED), a leading manufacturer and 

distributor of clinically proven, healthy living/weight loss 

products and programs, underperformed in the quarter as  

the company lowered its long-term growth rate from the  

mid-twenties to the mid-teens EPS. In addition, the company 

highlighted additional expenses in the short-term as it 

implements its ERP and improves efficiency in its supply 

chain management.  

 

Five Below, Inc. (FIVE), the specialty retailer selling  

most items at below $5, has underperformed despite 

registering a decent fourth-quarter performance. The COVID-

19 outbreak has forced the company to close all 900 stores 

effective March 19th, making near-term results difficult. The 

company has no debt with $261 million of cash on hand. We 

expect its stores to have strong comp growth once the 

company can reopen its stores.   

 

 

 

Additionally, it resumed asset purchases and a variety of 

other actions to keep the system moving, while promising  

its full support as needed. Also, Congress passed the largest 

spending package ever in record time, the $2.2 trillion 

CARES (Coronavirus Aid, Relief, and Economic Security) 

Act which was signed into law on March 27th. 

 

 

 

The Small Cap Growth portfolio’s return was ahead of its 

Russell 2000 Growth benchmark. The strategy is designed  

to participate on the upside and protect on the downside,  

with the goal of outperforming over a market cycle by 

investing exclusively in stocks that are profitable over the  

last four quarters.  

 

The portfolio’s Information Technology sector contributed 

146 bps to relative performance. The portfolio’s sector return 

of -17.97% compared favorably to the benchmark return of  

-22.03%. The portfolio was overweight the outperforming 

sector (27.65% vs. 17.77%) with 8 of 11 holdings 

outperforming the benchmark sector return. 

 

The portfolio’s Real Estate sector contributed 122 bps to 

relative performance. The portfolio’s sector return of 0.47% 

compared favorably to the benchmark return of -29.34%. The 

sector’s two holdings, CoreSite Realty Corp. and CyrusOne, 

Inc., posted returns of 4.46% and -4.88%, respectively. 

 

Cash, a residual of the bottom-up process, added 111 bps. As 

well, the portfolio’s lack of exposure to the underperforming 

Materials and Energy sectors contributed 31 bps and 11 bps 

to relative performance, respectively. 

  

Conversely, the Health Care sector had the greatest negative 

impact on relative performance (59 bps). While the 

portfolio’s sector return was in line with the benchmark 

sector (-19.92% vs. -19.13%), security selection nonetheless 

detracted 22 bps. The portfolio was underweighted an 

outperforming sector (24.50% vs. 30.30%), costing the 

remaining 37 bps from allocation effect. 

 

Consumer Staples stock selection had the second greatest 

negative impact with a return of -41.93% vs. -23.73% for the 

benchmark sector. Stock selection in the Financials sector 

had the third greatest negative impact, with a -27.28% return 

vs. -23.49% for the bogey’s sector. 

 

 

 

CoreSite Realty Corp. (COR), a provider of high-

performance data centers and interconnection solutions to 

over 1,350 network operators and cloud providers, reported 

 

 

 

 

TOP CONTRIBUTORS                                          

BOTTOM CONTRIBUTORS 

PORTFOLIO REVIEW 
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 TOP AND BOTTOM ABSOLUTE CONTRIBUTORS 

1Q 2020 TOP CONTRIBUTORS WEIGHT RETURN IMPACT 

CoreSite Realty Corp. 2.51% 4.46% 10 bps 

LHC Group, Inc. 3.15 1.77 5 

Corcept Therapeutics, Inc. 1.40 -1.74 -2 

Moelis & Co. 1.75 -4.88 -8 

CyrusOne, Inc. 1.24 -8.25 -9 

 

1Q 2020 BOTTOM CONTRIBUTORS WEIGHT RETURN IMPACT 

MasTec, Inc. 3.19% -48.99 -186 bps 

Medifast, Inc. 2.64 -41.93 -124 

Five Below, Inc. 2.35 -44.96 -124 

Brooks Automation, Inc. 3.25 -27.07 -94 

Allegiance Bancshares, Inc. 2.41 -35.60 -89 

 

SMALL CAP GROWTH COMPOSITE PERFORMANCE NOTES: 
 
Campbell Newman Asset Management, Inc., formerly Campbell, Newman, Pottinger and Associates, Inc., is a privately held, independent investment adviser registered with the 

Securities and Exchange Commission. Registration does not imply a certain level of skill or training. The firm provides advisory services under equity strategies to taxable and 

tax-exempt clients. The small cap composite is comprised of a tax-exempt portfolio that has a market value greater than or equal to $50,000 and holdings that are primarily small 

cap growth stocks and cash.  For comparison purposes, the small cap composite performance is shown against the Russell 2000 Growth benchmark. The Russell 2000 Growth 

Index measures the performance of the small-cap growth segment of the U.S. equity universe. It includes those Russell 2000 Index companies with higher price-to-value ratios 

and higher forecasted growth values. Performance of the Russell 2000 Growth Index includes reinvestment of all dividends.  (Source: http://www.russell.com). Small cap 

composite performance results include the reinvestment of all income. All returns presented are calculated using U.S. dollars. Returns are presented gross and net of management 

fees. Returns reflect the deduction of advisory fees, brokerage or other commissions, and any other expenses that a client would have paid or actually paid, other than custodial 

fees.  In most instances, returns must be shown net of fees. Net of fees performance is calculated using actual management fees. The Small Cap Tax-Exempt composite includes 

proprietary account(s) that is(are) non-fee-paying.  Past performance is not indicative of future results. To receive a complete list of Campbell Newman Asset Management Inc.'s 

composite descriptions and/or a presentation that adheres to the Global Investment Performance Standards (GIPS), contact:  CN Marketing, 330 East Kilbourn Avenue, Suite 

1125 Milwaukee, WI  53202, Telephone:  414-908-6670.  Campbell Newman Asset Management, Inc. claims compliance with the Global Investment Performance Standards 

(GIPS).   

 

 

 

 
 

A few trades were executed early in the quarter with the  

sale of two underperforming stocks: Ferro Corp. (FOE)  

and Funko, Inc. Class A (FNKO). Proceeds were used to  

add to the existing Planet Fitness, Inc. (PLNT) position  

and to initiate new positions in high-end home furnishings 

retailer RH (RH) and premier national homebuilder Century 

Communities, Inc. (CCS). The portfolio’s positioning  

is virtually unchanged since last quarter. The portfolio’s  

 

PORTFOLIO POSITIONING 

 

 

 
 

emphasis remains in Information Technology with a 28.82% 

weighting (but among a diverse set of 11 holdings), Health 

Care at 25.07%, Consumer Discretionary at 13.64%, 

Industrials at 10.27% and Financials at 9.14%. The portfolio 

has no exposure to the Communication Services, Energy  

and Utilities sectors. The team believes the unprecedented 

monetary and fiscal support will aid in the resumption  

of economic growth and recovery in stock prices. 

 

 


