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DECEMBER 31, 2020 

MARKET OVERVIEW 

The stock market extended its powerful rise from March’s 

lows with the Russell 2000 Growth Index providing a 29.61% 

in the quarter. Importantly, the period was characterized by 

expanded market breadth, a healthy sign. The beginning of 

nationwide COVID vaccine distribution and the election 

outcomes led to expectations of the economy reopening in  

the first half 2021, as well as additional stimulus, a steepening 

of the yield curve and a continuation of the Fed’s easy money 

policies. These provided greater confidence in a robust 2021 

(CBO estimates GDP growth of 4.2%) for a wider swath of 

companies and the economy. In this environment, small caps 

surged after lagging the large caps over the past three years. 

There was also a modest rotation toward value, although 

valuation saw no limits in the burgeoning IPO market. 

 

The market’s broader breadth was also seen in positive 

returns for all 11 Russell 2000 Growth Index economic 

sectors. Five sectors had returns greater than the index in  

the quarter: Communication Services (38.93%), Information 

Technology (35.10%), Energy (34.47%), Health Care 

(32.58%) and Industrials (29.69%).  

 

Consumer Staples was the Index’s worst performing sector  

at 16.78% as investors focused on reopening stories, not 

pantry stocking. Also, with the yield on the 10-year Treasury 

rising by 35% in the quarter, from 0.68% to 0.93%, the higher 

yielding Real Estate sector lagged with a 19.58% return. 

 

 

 

 

The Small Cap Growth composite underperformed its Russell 

2000 Growth benchmark by 684 bps, net of fees, with stock 

selection accounting for about 84% of the relative lag. This  

is not a complete surprise as more cyclically sensitive and 

unprofitable stocks were among the market’s leaders. The 

strategy is designed to participate on the upside and protect  

on the downside, with the goal of outperforming over a  
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Horizon Therapeutics plc (HZNP), a pharmaceutical 

company focused on rare and rheumatic diseases, announced 

a short-term production disruption for its drug TEPEZZA, 

which accounted for approximately $800 million of the 

company’s $1.8 billion trailing 12-months sales. The 

disruption was a result of HZNP’s contract drug manufacturer 

giving priority to COVID-19 vaccine production. While this 

will negatively impact 1Q revenues and earnings, we do not 

see an impact on TEPEZZA’s long-term potential of close  

to $3 billion in sales annually. 

 

LGI Homes, Inc. (LGIH), the 10th largest residential  

builder in America, reported strong quarterly results with  

EPS up 26% over last year. The housing recovery looks 

sustainable with current low interest rates and a healthy 

demand for single-family homes. LGIH is especially well-

positioned given its focus on entry-level homes.  

 

Ollie’s Bargain Outlet Holdings, Inc. (OLLI), a value 

retailer of brand name merchandise at reduced prices, 

reported 3Q results that were above expectations with 

comparable store sales up 15.5%. Despite the strong showing, 

the stock underperformed as November sales growth 

moderated to a low single-digit pace. We remain confident  

in Ollie’s long-term growth strategy, fueled primarily by new 

store openings. OLLI plans to grow store count by 15% a year 

off a base of 385 stores currently, with a longer-term goal of 

1,000 stores nationwide.    

 

 

 

 

The portfolio’s composition changed little during the quarter 

as the only change was the purchase of Cambium Networks 

(CMBM), a provider of wireless broadband networking 

infrastructure. As such, the portfolio remains overweighted to 

Information Technology, Consumer Discretionary, Consumer 

Staples and Financials due to the constituent companies’ 

strong bottom-up fundamentals. The portfolio continues to  

be underweighted to Health Care, Industrials, Communication 

Services, Energy, Materials and Utilities as the team has not 

been able to identify compelling issues at attractive valuations 

in these spaces.  

 

 

 

market cycle by investing exclusively in small cap growth 

stocks with a proven record of profitability.  

 

Stock selection in the Financial sector was the greatest 

positive relative contributor (118 bps) due to the portfolio’s 

38.74% sector return vs. the Index’s 23.90%. The Industrial 

sector also contributed positively to relative return (55 bps) 

driven by stock selection due to the portfolio’s 35.85% sector 

return vs. the Index’s 29.69%. Due to lack of exposure to the 

underperforming Materials and Utilities sectors, the portfolio 

benefited by a total of 25 bps. 

 

Stock selection in the Consumer Discretionary sector cost  

244 bps of relative performance, with a 11.68% return vs. the 

benchmark’s 22.76%. The portfolio’s homebuilder holdings, 

LGI Homes (LGIH, -8.88%) and Century Communities (CCS, 

3.43%) were impacted by a steepening yield curve and the 

threat of rising mortgage rates. 

 

Stock selection in the Health Care sector cost 256 bps  

of relative performance, with a 22.53% return vs. the 

benchmark’s 32.58%. Portfolio holdings, Horizon 

Therapeutics (HZNP, -5.83%), LHC Group (LHCG, 0.36%) 

and Eagle Pharmaceuticals (EGRX, 9.63%) were impacted  

by varying transitory fundamental issues. 

 

 

 

 

Brooks Automation, Inc. (BRKS), a leading provider  

of life science solutions and semiconductor manufacturing 

equipment, exhibited strong fiscal 4Q results with year-over-

year revenues and earnings up 24% and 100%, respectively. 

 

MasTec, Inc. (MTZ), a leading critical infrastructure  

specialty contractor, reported 3Q results that exceeded 

guidance expectations. Most of MTZ’s construction services 

have been deemed essential and thus its business segments 

have continued to operate. 

 

Shares of Cantel Medical Corp. (CMD), a healthcare 

company providing infection control products to hospitals  

and physician offices, reacted positively to strong 3Q results 

that handily beat the consensus estimates. A recovery in the 

number of procedures, along with an increase in Cantel’s 

share of revenue per procedure, produced better-than-

expected profit margins. We expect this trend to continue  

in the upcoming quarters. 

 

 

 

 

BOTTOM CONTRIBUTORS 

PORTFOLIO POSITIONING 

TOP CONTRIBUTORS 
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TOP AND BOTTOM ABSOLUTE CONTRIBUTORS 

4Q 2020 TOP CONTRIBUTORS WEIGHT RETURN IMPACT 

Brooks Automation, Inc. 4.13% 46.87% 162 bps 

MasTec, Inc. 2.65 61.56 138 

Cantel Medical Corp. 2.05 79.47 137 

Medpace Holdings, Inc. 4.45 24.56 108 

BioTelemetry, Inc. 1.84 58.14 105 

 

4Q 2020 BOTTOM CONTRIBUTORS WEIGHT RETURN IMPACT 

Horizon Therapeutics plc 4.29% -5.83 -29 bps 

LGI Homes, Inc. 2.41 -8.88 -24 

Ollie’s Bargain Outlet Holdings, Inc. 2.92 -6.39 -21 

LHC Group, Inc. 3.60 0.36 1 

Blackbaud, Inc. 1.25 3.10 4 

 

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). 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. 

 


