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MARKET OVERVIEW 

The Russell 2000 Growth Index’s return of -5.65% was the 

second worst return among the 28 Russell style indexes in the 

3Q, only to be outdone by Microcap Growth’s -9.10% return. 

Conversely, the largest of the large caps fared the best in the 

period, with the Russell Top 50 and Top 200 Growth Indexes 

recording the best quarterly performance at 1.91% and 

1.62%, respectively. This performance helps demonstrate the 

market’s narrowing breadth during the period, with returns by 

style highly correlated to capitalizations as investors became 

more selective and emphasized quality.  

 

The flight to quality is also evident digging deeper into the 

small cap benchmark. There was a roughly 19 percentage 

point difference between the best performing sector (Utilities, 

6.62% return) and worst performing sector (Health Care,  

-12.10%). The Russell 2000 Growth Health Care sector is 

largely populated by unprofitable companies, indicating 

lower quality. As of June 2021, 372 of the 459 Health Care 

companies (81%) were unprofitable compared to 590 of the 

1,175 (50%) companies in the Russell 2000 Growth Index. 

 

 

Concerns over slowing growth and rising inflation increased 

during the quarter. The realization took hold that disruptions 

in the global supply chain will likely persist, even as COVID 

Delta variant infections subside. This increased expectations 

for rising costs and margin pressure in the coming quarters 

because, unlike other periods in the more recent past when 

elevated prices could be met fairly quickly with a supply 

response, the complexities of the geographically stretched 

supply chain and, in some cases, capital spending proclivities, 

have resulted in a more persistent lack of supply at end 

markets and higher prices. Also, even though the yield curve 

changed little point-to-point, rising oil and commodity prices, 

along with labor shortages, compounded concerns over 

higher inflation and interest rate increases.  

  

 

 

 

The Small Cap Growth composite outperformed its Russell 

2000 Growth benchmark by 152 bps (140 bps net of fees)  
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services, reported exceptionally strong 2Q 2021 revenue 

growth of 33%. The company raised its 2021 revenue  

growth guidance from 26% to 32% and raised the upper end 

of its earnings guidance from $7.76 to $8.44 per share. The 

company’s commitment of delivering at least 20% organic 

revenue growth and stable margins over the next three years 

remains on track. 

 

 

 

 

Medifast, Inc. (MED), a direct seller of health and wellness 

products, delivered strong 2Q 2021 results with revenues 

increasing 79% to $394 million and earnings increasing 113% 

to $3.96 per share. This growth is supported by the strength  

of its OPTAVIA lifestyle solution and coaching support 

system. Despite the strong quarter, the stock underperformed 

as earnings guidance included lower gross profit margins for 

the second half of 2021 due to higher levels of inflation in  

raw ingredients, freight and labor costs.  

 

Cambium Networks Corp. (CMBM), a leading supplier  

of wireless broadband, WiFi and Internet of Things solutions 

reported strong 2Q 2021 results ahead of consensus estimates 

with overall sales growth of 49%. Management expects 

continued solid growth throughout 2021, even with 

accommodations for supply chain tightness and tough second 

half comparisons.  

 

MasTec, Inc. (MTZ), a diversified infrastructure specialty 

contractor, reported a mixed 2Q 2021 financial result with  

in-line earnings per share, but revenue growth that was shy  

of consensus expectations as some projects were pushed back. 

Positively, the company reported strong bookings activity 

leading to 13% year-over-year growth in the backlog, which 

now sits at record levels with expectations for strong business 

activity over the next 18 months, particularly in the 

communications, electrical transmission and clean energy 

business units.  

 

 

 

 

With portfolio turnover of roughly 1% in the quarter, the 

portfolio’s positioning hardly changed. Built through bottom-

up stock selection based on fundamental research performed 

in-house, the portfolio continues to be most heavily weighted 

in companies operating in the Information Technology  

(31.7% weighting), Health Care (21.4%), Consumer  

 

with a -4.13% return. The high-quality nature of portfolio 

holdings, with the requirement that all must have profitable 

operations, helped preserve capital.  

 

The portfolio’s Health Care sector provided the greatest 

contribution to relative performance. This sector’s 

performance was -0.50% vs. -12.10% for the benchmark 

sector as three of its nine holdings recorded positive returns, 

Horizon Therapeutics (HZNP, 16.98% return), Medpace 

Holdings (MEDP, 7.10%) and Integra Life Sciences (IART, 

0.35%). Stock selection added 246 bps to relative return  

while the portfolio’s underweight to the Index’s worst 

performing sector added another 51 bps. 

 

The greatest drag on relative performance was stock  

selection in the Industrials sector, costing 77 bps. The 

portfolio had a sector return of -5.68% vs. 0.96% for the 

benchmark, due to the performance of Brinks (BCO, -17.41% 

return) and MasTec (MTZ, -18.68%). The team views BCO 

as benefiting from the reopening of the economy which was 

delayed in the short-term by the Delta variant. As discussed  

in greater detail in the “Bottom Contributors” section, MTZ 

was also a victim of the slower-than-expected reopening. 

 

 

 

 

Monolithic Power Systems, Inc. (MPWR), a leading 

supplier of high-performance power management solutions, 

exceeded 2Q 2021 expectations with revenue of $293.30 

million and earnings of $1.81, up 57% and 68% year-over-

year, respectively. The company’s deep product pipeline and 

steady flow of design wins have positioned it well in the 

growing communications, industrial, automotive and 

networking end markets.  

 

Shares of Horizon Therapeutics plc (HZNP), a 

pharmaceutical company focused on rare and rheumatic 

diseases, reacted positively to strong second quarter results, 

highlighted by the rapid relaunch of TEPEZZA, the first and 

only FDA-approved medicine for the treatment of Thyroid 

Eye Disease (TED). The company raised guidance to $1.55 

billion, up $275 million versus the prior estimate. We remain 

confident on TEPEZZA’s longer-term sales potential as the 

company ramps its commercial activity to further drive 

patient and physician awareness.  

 

EPAM Systems, Inc. (EPAM), a leading global provider  

of digital platform engineering and software development  
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underweighted—with Health Care underweighted by roughly six 

percentage points to the benchmark. (Health Care is the largest 

sector in the R2G with a 27.6% weight.) 

 

3Q 2021 TOP CONTRIBUTORS WEIGHT RETURN IMPACT 

Monolithic Power Systems, Inc. 3.59% 29.95% 88 bps 

Horizon Therapeutics plc 4.59 16.98 70 

EPAM Systems, Inc. 4.23 11.65 42 

Brooks Automation, Inc. 4.58 7.33 40 

Medpace Holdings, Inc. 4.94 7.10 36 

 

3Q 2021 BOTTOM CONTRIBUTORS WEIGHT RETURN IMPACT 

Medifast, Inc. 4.17% -31.42 -149 bps 

Cambium Networks Corp. 2.94 -25.51 -86 

MasTec, Inc. 3.51 -18.68 -73 

Ollie’s Bargain Outlet Holdings, Inc. 2.08 -28.35 -61 

LHC Group, Inc. 2.44 -21.65 -56 

 

TOP AND BOTTOM ABSOLUTE CONTRIBUTORS 

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 Growth 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. As of October 1, 2021, the composite name was changed from Small Cap Tax-Exempt to Small Cap Growth 

to better reflect the intended strategy. For comparison purposes, the Small Cap Growth 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 Growth 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 Growth 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. 

 

Discretionary (18.8%), Industrials (12.0%) and Financials 

(8.7%) sectors. Information Technology, Consumer 

Discretionary and Financials are overweighted relative to  

the benchmark, while Industrials and Health Care are  

 

 

 

 

 

 

 

 

 

 

 


