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Market Review
A tumultuous year has drawn to a close.  Good riddance to 2020 – a year 
in which most everyone experienced social, personal, and economic 
upheaval at a previously unimaginable level.   In contrast, since March, 
the stock market has been a sea of tranquility with steadily rising prices.  
The dichotomy between the pandemic-induced economic collapse and 
stock prices is wider than the typical divergence.  It reflects investors’ 
reliance on central bank and government responses at the onset of 
the pandemic and anticipates a robust 2021 recovery.  The sanguine 
view is largely dependent on the salutary effects of low interest rates 
and stimulative government actions propping up the economy as it 
transitions to more traditional growth drivers.

The actions by the Federal Reserve (Fed) since March have been 
multifaceted with the explicit intent of keeping interest rates low and by 
extension enticing investors to accept stock market like risk.   Jawboning 
has been important also. Promises to keep short rates unchanged until 
inflation is consistently over 2% send a strong message that the Fed is 
willing to let the economy run hotter and for a longer period than it has 
in the past.  The cumulative effect of these actions is positive for risky 
assets as record low interest rates resulted in negative real yields.

By most measures, the Fed’s response to the pandemic must be viewed as 
successful.  Liquidity, as measured by the supply of money has ballooned 
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providing funding for lenders and borrowers.  Corporate bond issuance 
shattered all records ensuring liquidity for issuers and assuaging bond 
investors.  The interest burden for newly issued bonds is far lower than 
it was just a year ago.  Proceeds have been used to retire higher cost 
debt, replenish inventory depleted during the pandemic, or kept dry for 
investment in the forthcoming year.

Performance Overview
The Small Cap Growth Portfolio (“the Portfolio”) returned 25.8% (gross 
of fees) during the Fourth quarter, while the Russell 2000 Growth Index 
(“The Index”) returned 29.6%.  

The Portfolio benefited from security selection in Consumer Staples, 
Information Technology, and Financials.  In addition, an overweight 
allocation to Information Technology aided performance during the 
quarter.  However, security selection in Industrials, Health Care, and 
Real Estate detracted from performance. 
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Average Annualized Performance % as of 12/31/2020 

QTD YTD 1 Yr 3 Yrs 5 Yrs
Inception

7/1/2013

Small Cap Growth (Gross) ■ 25.8 35.8 35.8 19.4 19.6 17.2

Small Cap Growth (Net)   ■ 25.7 35.3 35.3 19.0 19.2 16.8

Russell 2000 Growth ®     ■ 29.6 34.6 34.6 16.2 16.4 14.2

1The information shown is for a representative account as of 12/31/2020.  Actual client account holdings and sector allocations may vary.

This information is supplemental to the GIPS Composite Report on page 5.
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4Q 2020 Attribution Highlights

Overall Contributors Overall Detractors

• Security selection in Consumer Staples & Information Technology • Security selection in Industrials, Health Care & Real Estate

Contributors

Stock Avg. Weight% Contribution%

Digital Turbine, Inc. 3.30 2.25

Saia, Inc. 3.57 1.51

Power Integrations, Inc. 2.95 1.31

Boot Barn Holdings, Inc. 2.53 1.26

Brooks Automation, Inc. 2.74 1.26

Detractors

Stock Avg. Weight% Detraction%

Simulations Plus, Inc. 2.51 -0.31

Trex Company, Inc.* 1.49 -0.16

Simpson Manufacturing Co., Inc. 2.35 -0.13

Ligand Pharmaceuticals Inc.* 0.28 -0.12

Neogen Corporation 2.18 -0.02

Top 5 Stock Contributors and Detractors

Digital Turbine, Inc. (APPS) is a software platform serving the advertising 
market for mobile app downloads. Its marketing platforms offer a more effective 
and cost-efficient alternative to the traditional app store. Quarterly results 
again displayed accelerating trends. Revenues more than doubled and margin 
expansion demonstrated both pricing strength and the scalability of the model. 
Its revenue streams are rapidly diversifying with new partnerships, geographies 
and products driving a more sustainable and predictable model.

Saia, Inc. (SAIA) is a freight transportation company with a top 10 position 
in the fragmented market of less-than-truckload (LTL) shipping, primarily 
operating in the South and Midwest regions. Quarterly results beat expectations 
as SAIA continues to gain share in a strengthening LTL market. Pricing is 
strong, profit margins are at record levels, volume growth has returned, and 
management sees opportunity to accelerate expansion in 2021. 

Power Integrations, Inc. (POWI) is a leading designer of semiconductor 
components for power converters and the market leader in integrated circuit 
power supplies. Quarterly results and guidance were well above expectations led 
by demand for POWI’s fast-charging technology for smartphones and tablets. 
Backlog and bookings performance together with low distributor inventory 
underpin a healthy outlook for 2021.

Boot Barn Holdings, Inc. (BOOT) is a differentiated retailer specializing in 
western lifestyle and work-related footwear and apparel. Quarterly results were 
resilient in the face of COVID-related headwinds, highlighted by a return to 
positive same store sales growth as well as product margins which continue to 
benefit from the growth of private brands in BOOT’s sales mix.  With vaccines 
now a reality, investors are anticipating the return of more traditional shopping 
conditions.

Brooks Automation, Inc. (BRKS) is a leading provider of automation solutions 
for semiconductor manufacturing and sample-based services and solutions 
for the life sciences industry. Quarterly results beat expectations; 24% revenue 
growth was broad based on elevated semiconductor activity and growing life 
sciences opportunities created by the pandemic. Profitability also stepped up, 
sustainably, as management continues to make improvements in life sciences’ 
margin profile.

Simulations Plus, Inc. (SLP) provides modeling and simulation software and 
consulting services to pharmaceutical companies, non-profit research, and 
regulatory bodies. Third quarter organic growth of 7% was below target as new 
customer growth continues to be limited by COVID and certain customers 
reduced their licenses due to acquisition or cost cutting measures, however 
management expects growth to recover as client R&D budgets normalize from 
the current prioritization of COVID initiatives.

Trex Company, Inc. (TREX) is the world’s largest manufacturer of wood-
alternative decking and railing products. While sales growth remains robust 
fueled by do-it-yourself demand, quarterly results revealed new margin 
pressures which are expected to continue into 2021 limiting the flow-through to 
earnings. The stock was removed from the Portfolio during the quarter.

Simpson Manufacturing  Co., Inc. (SSD) is a market leading manufacturer of 
engineered fasteners and connectors for wood, as well as concrete, construction 
products. While quarterly results delivered a substantial beat and increase of 
full year guidance, strength in the quarter was largely driven by the benefit 
of stocking Lowe’s which returned as a customer. Similar to other building 
products companies, SSD stock held relatively flat during the quarter.

Ligand Pharmaceuticals, Inc. (LGND) licenses its drug technology platform to 
its partners to enable their drug development efforts and receives royalties upon 
drug commercialization. LGND’s proprietary captisol material is used in the 
production of Remdesivir, a therapeutic drug used in treating COVID.  With 
vaccines now a reality, the ultimate demand for COVID therapeutic treatments 
is diminished.

Neogen Corporation (NEOG) provides products and services dedicated to food 
and animal safety, including test kits and sanitary systems that protect the food 
supply chain and animal health and control products. Its Food Safety business 
continues to be sluggish as the pandemic impacts NEOG’s customers in the 
restaurant supply chain; management anticipates the next few quarters will 
remain challenging.

Information is as of 12/31/2020. Sources: Congress Asset Management and FactSet Research Systems. The information throughout this presentation is for illustrative purposes and is subject to change at any time. Holdings, sector weightings 
and securities identified as top contributors and detractors throughout this presentation are subject to change and should not be considered investment advice or a recommendation to buy or sell a particular security. Actual holdings may 
vary by client. The securities identified do not represent all the securities purchased, sold or recommended to clients. For information regarding the methodology used to select these holdings or to obtain a list showing the contributions of 
every holding in the strategy’s representative account, which we believe reflects the Congress Small Cap Growth’s Composite to both a current and/or prospective client, please contact us at 1-800-234-4516. Gross performance shown does 
not reflect the deduction of investment management fees and certain transaction costs, which will reduce investment performance. Past performance does not guarantee future results.

*Sold during the quarter. 
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Purchased
e.l.f. Beauty, Inc. (ELF) is a leading beauty products company offering 
high quality cosmetics at value prices. Market share gains have accelerated 
with improved marketing initiatives, productivity, innovation, increased 
penetration in skin care and international sales, and a large e- commerce 
presence. ELF’s capital-light business model supports rapid innovation 
due to shorter product lead times and is reflected in the company’s strong 
profitability and cash flow profile.

Omnicell, Inc. (OMCL) is a leading provider of medication management 
products and services to healthcare systems and pharmacies in the US.  Its 
medication dispensing, adherence, and pharmacy automation products 
drive efficiency and cost savings for customers as well as improved 
outcomes for patients. Growth has been supported by new product 
launches delivering an upgrade cycle, long term platform deals, new 
customer wins, and customer retention.

CONMED Corp. (CNMD) provides surgical devices and equipment for 
minimally invasive procedures, primarily for orthopedic and general 
surgeries. Its R&D focus has fueled product innovation in recent years, 
driving consistent growth at increasing profitability, with the stability of a 
largely consumables revenue stream.  Its acquisition of Buffalo Filter adds 
dominant position in the burgeoning field of surgical smoke management 
- complementary to CNMD’s product offering, growth, and margin profile.   

PGT Innovations, Inc. (PGTI) is a leading manufacturer of specialty 
windows and doors for the US residential and commercial building 
markets.  PGTI’s focus on innovation in the premium window and door 
market has delivered consistent above-market growth, pricing power, 
industry leading profitability, and stable cash flow. Recent acquisitions 
have complemented PGTI’s dominant position in impact resistant 
windows with broader opportunities from an expanded product portfolio 
and geographic footprint.

Vicor Corp. (VICR) designs and manufactures modular power components 
and complete power systems for high performance applications in 
computing, industrial equipment and automation, communications 
and network infrastructure, and transportation. Its patent-protected 
technology has driven rapid bookings growth and accelerating revenue 
after securing positions on the newest high performance processing 
platforms. VICR technology’s advantages over conventional approaches 
should result in broader adoption as power requirements grow in data 
center, high performance computing, and automotive applications.

Sold

Ligand Pharmaceuticals, Inc. (LGND) licenses its drug technology platform 
to its partners to enable their drug development efforts and receives royalties 
upon drug commercialization.  LGND’s $438 million acquisition of Pfenex 
Inc. is transformational.  A biotech company developing biosimilars of 
commercialized drugs, Pfenex’s model introduces significant new risks – 
clinical, capital, and regulatory – to the company.

Trex Company, Inc. (TREX) is the world’s largest manufacturer of wood-
alternative decking and railing products.  The stock was removed from the 
Portfolio after it exceeded the Portfolio’s market cap guidelines.

AAON, Inc (AAON) is a premium provider of commercial heating, 
ventilation, and air conditioning (HVAC) products. Growth in the year 
ahead will be challenged by AAON’s commercial construction end market 
where project design activity suggests construction is set to decline. Rising 
raw materials costs should also impact AAON’s profitability in the near term. 
With the stock’s valuation multiple at historical highs, it was sold in favor of 
more attractive opportunities. 

MSA Safety, Inc. (MSA) is a global supplier of safety equipment with leading 
share in its niche markets of firefighter breathing apparatus, helmets and 
protective apparel, industrial head and fall protection, and gas & flame 
detection.  The stock was removed from the Portfolio after it exceeded the 
Portfolio’s market cap guidelines.

Positioning
Investments are predicated on a company’s future prospects rather than 
economic or market cycles. We seek companies with strong fundamentals, 
emphasizing earnings growth consistency, free cash flow, and solid balance 
sheet metrics.  There were five purchases and four sales in the Portfolio 
during the quarter, and they are reflective of this philosophy.  These 
combined transactions essentially increased the Portfolio’s Consumer 
Discretionary, Health Care, and Information Technology weightings while 
reducing the Industrials weighting.

Outlook
Central bank stimulus is a global phenomenon and is anticipated to last 
through 2021.  The Fed’s QE largess is joined by the central banks of some 
of our major trading partners and is anticipated to total over $300 billion 
monthly.  For now, these actions are keeping the embers aglow.  Whether the 
central banks can control the flames in a post-pandemic economy remains 
to be seen.  

Information is as of 12/31/2020

4Q 2020 Transaction Summary

Sector Allocation Changes Purchased Sold

• Increase in Consumer 
Discretionary, Health Care & 
Information Technology

• Decrease in Industrials

• e.l.f. Beauty Inc. (ELF) - Consumer Staples
• Omnicell, Inc. (OMCL) - Health Care
• CONMED Corp. (CNMD) - Health Care
• PGT Innovations, Inc. (PGTI) - Industrials
• Vicor Corp. (VICR) - Information Technology

• Ligand Pharmaceuticals, Inc. (LGND) - Health Care
• Trex Company Inc. (TREX) - Industrials
• AAON, Inc. (AAON) - Industrials
• MSA Safety Inc. (MSA) - Industrials
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In the U.S. fiscal stimulus has helped but the recovery since March has 
been uneven.  Small business, lower income earners, and those that cannot 
work remotely are struggling.  The Covid 19 recession is the first recession 
in which aggregate incomes and savings increased.  The recently passed 
$900 billion stimulus is partially intended to assist the strugglers.  All told 
the U.S. is spending the equivalent of 15% of GDP on fiscal relief programs.  

There are concerns that the winter months and renewed lock downs will 
cause a double dip recession.  This is unlikely.  Consumers and businesses 
have altered spending habits; bolstering housing and home improvement, 
technology including software and devices, and health care.  Also, 
manufacturing has begun to recover as inventory needs to be replenished 
and supply chains re-built.  The leisure, entertainment and travel sectors 
continue to face existential threats and likely will not recover until well into 
2021.  The strengths however outweigh the negatives.

More likely, as 2021 progresses and vaccine distribution increases, the 
economy will experience a profound snap back. Savings have accumulated 
and are up 12.9% from last year and stand at a high level.  Pent up demand 
for experiential activities should supplement spending on housing and 
autos, not replace it.  In addition, the job market continues to heal, 
supporting growth into 2022.  

Europe’s recovery should roughly coincide with the U.S.  Much of Asia 
is already recovering, presenting the prospect of a synchronized global 
expansion later this year.  

Post the pandemic, attention may focus on some meaningful macro 
issues.  Trade policy is in flux worldwide.  In the U.S., the focus is on job 
restoration and domestic manufacturing.  In Europe, the U.K. has left the 
European Union necessitating new U.K agreements.  Worldwide, countries 
are increasingly questioning China’s motives.  Cyber security provisions are 
likely to become increasingly important in this realm.

Regulators are also lurking in the background, mostly focused on big tech.  
In December alone Alphabet, Google’s owner was hit with two distinct 
state level lawsuits and the Federal Trade Commission filed suit against 
Facebook.  Europe has numerous initiatives ongoing with a similar focus.  
Not to be outdone, China has moved against both Alipay Group and Ant 
Group, two massive internet companies.  Regulatory actions generally 
focus on a company or industry group and have less macro-economic 
or market effect.  Sustained regulatory pressure could, however, threaten 
technology’s stock leadership in the future.

The global economies are healing.  Monetary and fiscal support have 
created a path to renewed growth.  The U.S. is proving its resilience and 
is poised for above trend growth later in 2021.  Stock returns are likely to 
be more pedestrian in the near term as earnings, which were depressed in 
2020, need to catch up with prices.  Still, with interest rates at record lows, 
stocks present the best intermediate and longer-term option for capital 
growth.
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Congress Asset Management Co.
Small Cap Growth Composite

7/1/2013 - 12/31/2019

Year Total Return      
Gross of 
Fees %

Total Return      
Net of Fees %

Russell 2000 
Growth  
Return %
(dividends 
reinvested)

Composite 
Gross 3-Yr 
annualized 
ex-post St Dev 
(%)

Russell 2000 
Growth 3-Yr 
annualized 
ex-post St Dev 
(%)

 Number of 
Portfolios

 Gross Disper-
sion %

Total Com-
posite
Assets                       
End of Period
($ millions)

% of com-
posite repre-
sented by non 
fee paying 
account

Total Firm 
Discretionary 
Assets 
End of Period 
($ millions)

Total Firm                
Assets                       
End of Period #  
($ millions)

2019 22.9 22.5 28.5 16.9 16.4 128 0.90 41 <1% 8,445 12,528

2018 2.1 1.7 -9.3 17.4 16.5 103 0.69 30 <1% 7,102 10,234

2017 22.4 22.0 22.2 14.8 14.6 69 0.62 25 1% 7,272 10,546

2016 17.3 16.9 11.3 16.2 16.7 15 n/a 9 1% 5,693 8,139

2015 3.0 2.8 -1.4 n/a n/a ≤5 n/a 1 n/a 5,941 7,094

2014 6.1 5.9 5.6 n/a n/a ≤5 n/a 0.6 n/a 6,328 7,449

6/30/13 - 
12/31/13 23.0 22.9 22.0 n/a n/a ≤5 n/a 0.6 n/a 6,489 7,467

#The “Total Firm Assets” column is provided as supplemental information and also includes unified managed account (UMA) assets

Congress Asset Management claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS 
standards. Congress Asset Management has been independently verified for the periods 1/1/96 – 12/31/19.  The verification report is available upon request.  Verification assesses 
whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the firm’s policies and procedures are designed to 
calculate and present performance in compliance with the GIPS standards.  The Small Cap Growth Composite has been examined for the periods 1/1/18 – 12/31/19.  The verification and 
performance examination reports are available upon request.

Firm Information:  Congress Asset Management Co. (CAM) is an investment advisor registered with the Securities and Exchange Commission under the Investment Advisors 
Act of 1940.   Registration does not imply a certain level of skill or training.  CAM manages a variety of public equity, private equity, fixed income and ETF managed portfolios for 
private and institutional clients.  CAM acquired Prelude Asset Management, LLC on March 15, 2010.  CAM merged with Congress Capital Partners, LLP on June 30, 2015.  CAM 
acquired certain strategies of Century Capital Management, LLC on September 15, 2017.

Composite Characteristics:  The Small Cap Growth Composite was created on July 1, 2013.  This inception date reflects the first full month an account was fully invested in the 
strategy and met the inclusion criteria.  The composite includes all fully discretionary accounts with a value over $100 thousand (US dollars) managed in the small cap growth style 
for a minimum of one full month.  The small cap growth strategy invests in the equity of high quality companies with market capitalizations between $300 million and $4 billion (at 
the time of purchase) exhibiting consistent earnings growth.  Accounts with wrap commissions are excluded from the composite.  Prior to January 1, 2016 the composite minimum 
was $50 thousand (US dollars).  The primary composite benchmark is the Russell 2000 Growth.  The benchmark returns are not covered by the report of the independent verifiers.  
Closed account data is included in the composite as mandated by the standards in order to eliminate a survivorship bias.  A complete list and description of all firm composites is 
available upon request.

Calculation Methodology:  Valuations and returns are computed and stated in U.S. dollars.  Monthly composite performance is calculated as an asset-weighted return using the 
aggregate method.  This method aggregates market values and cash flows for all accounts and treats the composite as if it were one account.  Monthly composite returns are 
geometrically linked to produce a time-weighted annual return. Beginning June 1, 2015 the composite is valued daily.  Prior to that date, the composite was re-valued on each 
date that a cash flow exceeded 10% of the total market value of the composite.  Gross of fees returns are calculated gross of management and custodial fees and net of transaction 
costs.   Net of fees returns are calculated using actual management fees.   The composite results portrayed reflect the reinvestment of dividends, capital gains, and other earnings 
when appropriate.  Accruals for equity securities are included in calculations.  Internal dispersion is calculated using the asset-weighted standard deviation of annual gross-of-fees 
returns of those portfolios that were included in the composite for the entire year.  For those years when less than six portfolios were included in the composite for the full year, no 
dispersion measure is presented.    The three-year annualized ex-post standard deviation measures the variability of the composite and the benchmark returns over the preceding 
36-month period.  It is not presented prior to 2016 because 36-month returns were not available.

Fee Schedule:  The firms’ individual account fee schedule is as follows:  1.00% for first $1 million, 0.80% for next $4 million, 0.60% for next $5 million.  Management fees for 
individual accounts with assets under management exceeding $10 million, and for institutional accounts are negotiated.  The individual account fee schedule may be subject 
to negotiation where circumstances warrant.  As fees are deducted quarterly, the compounding effect will increase the impact of the fees by an amount directly related to the 
gross account performance.  For example, an account earning a 10% annual gross return with a 1% annual fee deducted quarterly would earn an 8.9% annual net return due to 
compounding

Other Disclosures:  Policies for valuing portfolios, calculating performance, and preparing compliant presentations are available upon request.  Past performance does not guarantee 
future results.  This performance report should not be construed as a recommendation to purchase or sell any particular securities held in composite accounts.  Market conditions 
can vary widely over time and can result in a loss of portfolio value.


