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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 
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 Congress SMid Growth Portfolio (“the Portfolio”) returned 19.8% 
gross of fees during the quarter, while the Russell 2500 Growth Index 
returned 25.9%.  

The Portfolio benefited from security selection in the Financials 
and Information Technology sectors, as well as a lack of exposure to 
Real Estate.  However, security selection in Health Care, Industrials, 
Consumer Discretionary, and Consumer Staples detracted from 
performance.  
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SMid Growth (Gross) ■■ 19.8 50.3 50.3 25.1 23.6

SMid Growth (Net)   ■■ 19.7 49.7 49.7 24.7 23.1

Russell 2500 Growth ®     ■■ 25.9 40.5 40.5 19.9 20.6

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

Performance is preliminary and subject to change
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 Financials & Information Technology
• Underweight allocation to Real Estate

• Security selection in Health Care, Industrials, Consumer 
Discretionary & Consumer Staples

Top 5 Contributors

Stock Avg. Weight% Contribution%

Trade Desk, Inc. Class A** 3.09 2.30

Etsy, Inc. 3.96 1.67

Paycom Software, Inc. 2.89 1.14

Repligen Corporation 4.00 1.14

Monolithic Power Systems, Inc. 3.57 1.09

Bottom 5 Contributors/Detractors

Stock Avg. Weight% Contribution%

Quidel Corporation* 1.94 -0.47

BJ's Wholesale Club Holdings, Inc. 2.06 -0.22

Horizon Therapeutics Plc 3.08 -0.16

Werner Enterprises, Inc.* 1.62 -0.11

Williams-Sonoma, Inc.* 0.48 -0.06

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 SMid 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.

The Trade Desk, Inc. (TTD) offers a software platform for advertising 
buyers.  The pandemic has accelerated the shift to programmatic 
advertising as advertisers have become more deliberate and efficient with 
their budgets. 
Etsy, Inc. (ETSY) operates an online global marketplace for unique and 
creative goods such as shoes, clothing, bags, and accessories.  The company 
continues to deliver revenue growth well above its long-term targets, even 
after adjusting for the impact of Covid-related mask sales.  The company 
has widened its core marketplace and expanded its buyer and seller 
bases.  ETSY is seeing rapid growth across all its product categories as 
internal initiatives and the stay-at-home shopping trend are increasing its 
total addressable market.  Finally, the company is showing solid margin 
expansion as top-line growth is leveraging expenses even as it ramps up 
investment spending.  
Paycom Software, Inc. (PAYC) provides cloud-based human capital and 
payroll management solutions.  Growth reaccelerated from the prior 
quarter as the company continues to see demo leads, close rates, business 
starts, and bookings at record levels.  PAYC is also beginning to regain lost 
revenue from lower employment levels by adding new clients.      
Repligen Corporation (RGEN) provides bioprocessing technologies and 
solutions used in the manufacturing process of biologic drugs.  The 
company’s full suite of products showed strong growth with demand 
being driven by its core monoclonal antibody and biosimilar clients.  This 
demand continues to be robust and management is looking to alleviate 
constraints by building out more capacity.  The company also expects to see 
significant incremental COVID-related business in 2021.
Monolithic Power Systems, Inc. (MPWR) is a semiconductor company that 
designs, develops, and markets high-performance power solutions. The 
company reported very strong top-line growth in its most recent quarterly 
results, as additional capacity coming online helped to meet high levels 
of demand (particularly in the Automotive end market).  Management 
also referenced the longer-term implications of additional capacity and its 
ability to drive revenue levels to two times the current annual run rate.

Quidel Corporation (QDEL) provides rapid diagnostic testing solutions 
to point of care health care providers.  As a leader in the rapid diagnostic 
field, the company’s rapid antigen tests are seeing demand outstrip its 
ability to supply the market.  QDEL is working towards building enough 
capacity to satisfy demand and believes that it will be able to double its 
current capacity by next year.  It expects demand to last through 2021 and 
potentially beyond. With the emergency authorization of multiple vaccines 
and increasing competition in rapid antigen testing, there are concerns that 
these expectations are too optimistic, however.
BJ’s Wholesale Club Holdings, Inc. (BJ) operates wholesale clubs in the 
United States.  The company reported a strong third quarter with continued 
increasing same store sales and margin expansion.  The stock declined in 
the quarter, however, due to concerns about the potential for moderating 
membership revenue growth and the sustainability of favorable work from 
home trends continuing in 2021.
Horizon Therapeutics Plc (HZNP) develops therapies for orphan diseases, 
specifically uncontrolled gout and thyroid eye disease. The strong launch 
of its Tepezza drug continued, and annualized sales imply that it’s already 
a blockbuster.  However, at the end of the quarter management announced 
that its manufacturing partner had bumped Tepezza from previously 
contracted manufacturing lines to make space for COVID-19 vaccine 
production. This will likely result in at least one quarter of disruption as 
HZNP and the manufacturing partner work to add more capacity.
Werner Enterprises, Inc. (WERN) is a global logistics firm that provides 
solutions such as customs brokerage, order management, time-definite 
transportation, warehousing, and distribution. Revenue growth in the 
quarter was negatively impacted by low fuel prices, logistics, and the 
inability to put truck drivers on the road. 
Williams-Sonoma, Inc. (WSM) is a consumer retail company that sells home 
products through an online platform and retail stores across the country 
and abroad.  WSM reported a very strong third quarter with 24% same-
store sales and operating margin expansion.  The stock lagged the market, 
however, as investors questioned the sustainability of positive supportive 
trends continuing in 2021.  WSM was added to the Portfolio during the 
quarter, providing only a partial period return.   

*Purchased during the Quarter **Sold during the Quarter
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Purchased

Quidel Corporation (QDEL) develops rapid diagnostic testing solutions 
for decentralized healthcare providers. The company is the leader 
in the point of care diagnostic market, and a high percentage of its 
revenues comes from sticky consumable revenues. Through the Triage 
asset acquisition, QDEL has diversified its business away from the 
highly cyclical flu market which has historically driven growth. Along 
with the theme of care moving to more decentralized providers, QDEL 
stands to benefit from the COVID-19 testing opportunity as it is the 
leader in rapid antigen testing. 

Werner Enterprises, Inc. (WERN) is a global logistics firm that provides 
solutions such as customs brokerage, order management, time-definite 
transportation, warehousing, and distribution. The company is well 
positioned to benefit from the near-record high spot rates as well as 
the supply and demand imbalance in trucking capacity. Additionally, 
management has worked to increase the defensive nature of their 
portfolio with more revenues coming from the steadier and higher 
visibility Dedicated business. This should cushion the earnings 
downside when the truckload (TL) market eventually turns. 

Insulet Corporation (PODD) is a medical device company that develops 
patch insulin delivery systems for people with insulin-dependent 
diabetes. The company is set to benefit from strong secular tailwinds 
as patients begin to understand the unique value proposition that 
automated insulin delivery systems offer to Type 1 and Type 2 patients. 
PODD’s growth will come from further penetration of the large 
insulin-dependent population, its pay as you go model, and expansion 
into the pharmacy channel.

Williams-Sonoma, Inc. (WSM) is a consumer retail company that sells 
home and kitchenware products through its online platform and 
retail outlets.  Williams-Sonoma is benefiting from prior investments 
in e-commerce and its supply chain, as it has experienced a sharp 
acceleration in its online business as homebound consumers have 
gravitated to high quality home furnishings.  The company successfully 
managed through its stores being closed earlier this year and remains a 
strong allocator of capital.  

PTC, Inc. (PTC) offers a portfolio of computer-aided design (CAD) 
software solutions: including technical documentation, drawings, bill 
of materials, embedded software, and the service and upkeep of the 
final product. PTC is one of the leading providers of software to the 
industrial IoT and AR markets and operates in a CAD software market 

that is forecasted to grow by $2.53 billion, a 5% CAGR, during the 2020-
2024 period. With the transition to a subscription-based customer base 
largely complete, the company can focus on investments in its growth 
products along with continued innovation in its core products, which 
should drive both double-digit annual recurring revenue growth and 
margin expansion.

Sold 

HMS Holdings Corp. (HMSY) engages in the Cost Containment, Payment 
Integrity, and Population Health Management markets for health 
insurers. The company has seen disruption on several fronts that may 
continue in the future. In the Cost Containment segment, lower elective 
procedure volumes led to reduced claims and less need for HMSY’s 
services. In addition, health insurers have been focused on the needs 
of their members during the pandemic and have paused many of the 
medical record audits; an area where HMSY can add value. Finally, in its 
Population Health Management segment, after revamping its sales team, 
HMSY has decided to change its go-to-market strategy for the product 
which will likely take time to be fully implemented.

Cintas Corporation (CTAS) provides corporate identity uniforms through 
rental and sales programs. The stock was sold after exceeding the 
Portfolio’s market cap guidelines.

The Trade Desk, Inc. (TTD) provides a self-service, cloud-based platform 
for buyers of digital advertising.  The stock was sold after exceeding the 
Portfolio’s market cap guidelines.

Positioning

Portfolio 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 three 
sales during the quarter, and they are reflective of this philosophy.  These 
combined transactions essentially increased the Portfolio’s Health Care 
and Consumer Discretionary weightings. 

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.  

Sources: Congress Asset Management (CAM) Russell Investments and Factset. 
The views expressed in this document are as of publication date and are subject 
to change at any time due to changes in market or economic conditions.

4Q 2020 Transaction Summary
Sector Allocation Changes Purchased Sold

• Increased allocation to Health 
Care & Consumer Discretionary

• Quidel Corporation (QDEL) - Health Care
• Werner Enterprises, Inc. (WERN) - Industrials
• Insulet Corporation (PODD) - Health Care
• Williams-Sonoma, Inc. (WSM) - Consumer 

Discretionary
• PTC Inc. (PTC) - Information Technology

• HMS Holdings Corp. (HMSY) - Health Care
• Cintas Corporation (CTAS) - Industrials
• The Trade Desk Inc. (TTD) - Information Technology
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Whether the central banks can control the flames in a post-pandemic 
economy remains to be seen.  

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. SMid Growth Composite 4/1/2017 - 12/31/2019

Year Total Return      
Gross of 
Fees %

Total Return      
Net of Fees %

Russell 2500 
Growth  

Return %
(dividends 
reinvested)

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

Russell 2500 
Growth 3-Yr 
annualized 
ex-post St 
Dev (%)

 Number of 
Portfolios

 Gross Dis-
persion %

Total Com-
posite
Assets                       
End of 
Period

($ millions)

Total Firm 
Discretion-
ary Assets 

End of 
Period 

($ millions)

Total Firm                
Assets                       

End of Peri-
od #  

($ millions)

2019 28.7 28.2 32.7 n/a n/a 14 n/a 37 8,445 12,528

2018 1.3 0.9 -7.5 n/a n/a ≤5 n/a 27 7,102 10,234
3/31/17– 
12/31/17 12.8 12.5 17.1 n/a n/a ≤5 n/a 35 7,272 10,546

#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.  Verifi-
cation 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.  Verification does not ensure the accuracy of any specific composite 
presentation.

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 man-
aged 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 SMid Growth Composite was created on April 1, 2017.  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 SMid 
growth style for a minimum of one full month.  The SMid growth strategy invests in the equity of high quality companies with market capitalizations between $300 
million and $20 billion (at the time of purchase) exhibiting consistent earnings growth.  Accounts with wrap commissions are excluded from the composite.  The primary 
composite benchmark is the Russell 2500 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.  The composite is valued daily.  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 because 36-month returns are 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 re-
lated 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.


