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The Russell 2000 Growth Index posted a return of 1.7% in the fourth quarter which 
cumulated to a year-to-date return of 15.2%. For the quarter, the sectors that per-
formed the best were a diverse mix that included Information Technology, Commu-

nication Services, and Industrials, while the laggards included the interest-rate sensitive Real 
Estate sector, followed by the historically more stable Health Care sector, which was hurt 
by biotechnology stock performance. Utilities, the least-weighted sector in the index also 
underperformed. A bit surprisingly, on a year-to-date basis, Consumer Staples was the top-
performing sector due a handful of strong-performing stocks, followed by Information Tech-
nology and Industrials. On trend for the fourth quarter, Utilities was the worst-performing 
sector for the year. Only three sectors reported negative performance for the year, including 
Utilities, Energy, and Materials.

The past two years have been among the strongest back-to-back periods of stock market gains 
in the past quarter-century. However, the breadth of the market has been unusually narrow, as 
only 26.0% of the stocks in the S&P 500 outperformed the overall index in 2024, even lower 
than 2023’s figure of 27.0%. The S&P 500 on an equal-weighted basis posted a return of 
13.0% for 2024, far below the cap-weighted return of 25.0%.

The last time the market experienced two back-to-back years of such poor breadth was in 
1998-1999, a period similar to today, when technology stocks significantly outperformed 
the rest of the market. The 1998-1999 period was followed by wider market breadth over the 
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Information Technology 24.0% Grid Dynamics, SEMrush Holdings
(Alarm.com Holdings, Lattice Semiconductor)

Health Care 19.5% Catalyst Pharmaceuticals, TransMedics Group

Industrials 18.1% (Applied Industrial Technologies, Axon Enterprise)

Consumer Discretionary 13.1% (Deckers Outdoor)

Financials 12.7% Remitly Global

Consumer Staples 8.3%

Energy 2.5%

Communication Services 1.1%

Cash 0.7%

Real Estate 0.0%

Utilities 0.0%

Materials 0.0%
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following years. This greater breadth included a five-year period of outperformance for small 
cap growth stocks relative to large cap growth from 2000 through 2004.

The Russell 2000 Growth Index posted a gain in the fourth quarter as the market rallied higher 
following the election of Donald Trump. However, the market gave back a portion of those gains 
following the Federal Reserve meeting in December due to hawkish comments from Chair-
man Powell regarding future rate cuts. The top performing sectors in the index were Infor-
mation Technology and Communication Services, while Real Estate and Health Care lagged. 
The Renaissance Small Cap Growth portfolio generated a positive return for the quarter and 
outperformed the Index. The outperformance of our portfolio was led by stock selection in In-
formation Technology and our underweight position and stock selection in Health Care. Stock 
selection in Communication Services and Consumer Discretionary was the most significant 
detractor to our performance. 

Credo Technology Group (CRDO), a provider of connectivity solutions for data centers, was 
our best performing stock in the fourth quarter. The company’s products target the AI-server 
market with very high bandwidth connectivity rates and low-power solutions. In the most re-
cently reported quarter, the company saw increased demand from current customers along with 
the ramping of a new customer that drove revenue guidance significantly above expectations. 
Moreover, the company expects revenues for the next fiscal year to grow by at least 50%. We 
believe the market share opportunities for Credo are still in the early stages, as the company 

Ticker Company Name Average Weight(3) Contribution to Return

T O P  F I V E  C O N T R I B U T O R S — S M A L L  C A P  G R O W T H

CRDO Credo Technology Group 2.96% 2.18%

QTWO Q2 Holdings 2.95% 0.75%

HIMS Hims & Hers Health 2.69% 0.75%

DECK Deckers Outdoor 2.15% 0.69%

SFM Sprouts Farmers Market 3.03% 0.61%

B O T T O M  F I V E  C O N T R I B U T O R S — S M A L L  C A P  G R O W T H  

TMDX TransMedics Group 1.00% -1.01%

GRBK Green Brick Partners 2.18% -0.83%

BLD TopBuild 1.84% -0.47%

AMPH Amphastar Pharmaceuticals 1.85% -0.45%

LNTH Lantheus Holdings 1.88% -0.35%
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continues to engage with large hyperscalers and the demand for AI servers and infrastructure 
remains robust.

TransMedics (TMDX) detracted the most from performance in the quarter as the organ trans-
plant solutions company reported third-quarter results that were modestly below expectations. 
However, the company’s proprietary organ preservation system coupled with its logistics solu-
tions should allow significant opportunities for market-share gain for a number of years, and we 
believe that long-term growth opportunities remain intact.

Trading and stock movements during the quarter led to several changes in portfolio sector 
weights. The Information Technology, Health Care, Financials, and Consumer Staples sector 
weights increased during the quarter, while the Industrials, Consumer Discretionary, Energy, 
and Communication Services sector weights decreased.

Catalyst Pharmaceuticals (CPRX), a biopharma company focused on neurological and neu-
romuscular disorders, was a new position added during the quarter. The company has three 
commercial drugs in the rare orphan segment that focus on the central nervous system. The 
company launched a new drug in 2024 and has seen sales ramp above expectations. Catalyst 
is also looking to acquire additional drugs in rare disease classifications to enhance company 
growth. We believe that the company’s strategy to target the orphan drug market could create 
long-term growth opportunities with high barriers to entry that should allow the company to 
drive steady growth going forward.

We exited our position in Deckers Outdoor (DECK), the manufacturer and distributor of the 
Ugg and HOKA brands, as the company’s market cap exceeded the upper limit allowed in our 
Small Cap Growth portfolio. Deckers had been a holding in our portfolio since late 2019.

The Federal Reserve’s decision to reduce interest rates on September 18 marked its first reduction 
in interest rates since 2020 and a reversal from the Fed’s previous policy of raising rates. In each of 
the past periods, bond yields have subsequently declined. However, since the rate cut in Septem-
ber, the yield on 10-year Treasuries has soared over 90 bps (0.9%). Concerns about rising Federal 
deficits and debt are likely a contributing factor to rising bond yields. Rising bond yields represent 
a possible headwind to higher stock prices and a hurdle for the U.S. economy in terms of their 
effect on mortgage and other financing rates.

Our internal benchmark, The Profitable Companies of the Russell 2000 Growth Index, was 
up 15.4% for 2024. This followed double-digit returns during 2023 when the index was up 
20.3%. We would suggest that the odds are in favor of a third year in a row. Earnings for 
our internal benchmark have compounded at 8.8% during the past two-and-a-half decades. 
Earnings growth last year was 17.6% with the index up 15.4%, as the price to earnings mul-
tiple for our universe of stocks contracted slightly. Earnings for 2025 are currently projected 
to rise 17.9%.

Valuations are squarely in the middle of historical norms, with the price-to-earnings ratio (P/E) 
of our universe at 20.9 times forward-year earnings at year-end 2024 versus the average since 
the end of 2002 of 20.6 times earnings, with a standard deviation of 4.0. In other words, we 
can expect with a 68% degree of confidence that the P/E at the end of next year will be between 
16.6 and 24.6 times earnings. Even if we see P/E multiples contract modestly, earnings growth 
should translate into positive returns for the market. 

That’s our headline conclusion. Of course, we have some concerns. While final earnings esti-
mates for 2024 have been relatively stable over the last 90 days, estimates for 2025 have been 
coming down, contracting 2.8% during that same time frame. We believe that a lot of this con-
traction is due to companies trying to temper expectations as we enter the new year, however, 
some of it is also economically driven. 
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D I S C L O S U R E S 

The opinions stated in this presentation are those of Renaissance as of December 31, 2024 and are subject to change at any time 
due to changes in market or economic conditions.

G I C S  S E C T O R  I N F O R M A T I O N
Sector Listing according to MSCI and S&P Dow Jones data: MSCI and S&P Dow Jones do not make any express or implied 
warranties or representations and shall have no liability whatsoever with respect to any GICS data contained herein. 

P E R F O R M A N C E 
If Renaissance or benchmark performance is shown, it represents historically achieved results, and is no guarantee of future perfor-
mance. All performance is shown in U.S. dollars unless otherwise stated. Future investments may be made under materially differ-
ent economic conditions, in different securities and using different investment strategies and these differences may have a significant 
effect on the results portrayed. Each of these material market or economic conditions may or may not be repeated. Therefore, 
there may be sharp differences between the benchmark or Renaissance performance shown and the actual performance results 
achieved by any particular client. Benchmark results are shown for comparison purposes only. The benchmark presented represents 
unmanaged portfolios whose characteristics differ from the composite portfolios; however, they tend to represent the investment 
environment existing during the time periods shown. The benchmark cannot be invested in directly. The returns of the benchmark 
do not include any transaction costs, management fees or other costs. The holdings of the client portfolios in our composites may 
differ significantly from the securities that comprise the benchmark shown. The benchmark has been selected to represent what 
Renaissance believes is an appropriate benchmark with which to compare the composite performance. 

The value of an investment may fall as well as rise. Please note that different types of investments involve varying degrees of risk 
and there can be no assurance that any specific investment will either be appropriate or profitable for a client or prospective client’s 
investment portfolio. Investor principal is not guaranteed and investors may not receive the full amount of their investment at the 
time of sale if asset values have fallen. No assurance can be given that an investor will not lose invested capital. Consultants supplied 
with these performance results are advised to use this data in accordance with SEC guidelines. The actual performance achieved by 
a client portfolio may be affected by a variety of factors, including the initial balance of the account, the timing and amount of any 
additions to or withdrawals from the portfolio, changes made to the account to reflect the specific investment needs or preferences 
of the client, durations and timing of participation as a RIM client, and a client portfolio’s risk tolerance, investment objectives, 
and investment time horizon. All investments carry a certain degree of risk, including the loss of principal and are not guaranteed 
by the U.S. government.

R E F E R E N C E D  I N D I C E S
(Indices are unmanaged and are not available for direct investment.)

Russell 2000 Growth Index—The Russell 2000 Growth Index is composed of the smallest 2,000 of the 3,000 largest U.S. compa-
nies based on total market capitalization with higher price-to-book ratios and higher forecast growth values.

S&P 500 Index—The S&P 500 Stock Index is a market capitalization weighted index and consists of 500 stocks chosen for market 
size, liquidity and industry group representation. 

R U S S E L L  D A T A
FTSE Russell is the source and owner of the trademarks, service marks and copyrights related to the Russell Indexes. Russell® is a 
trademark of FTSE Russell. This presentation may contain confidential information and unauthorized use, disclosure, copying, dis-
semination or redistribution is strictly prohibited. This is a presentation of Renaissance Investment Management. FTSE Russell is not 
responsible for the formatting or configuration of this material or for any inaccuracy in Renaissance’s presentation thereof.

Continued

We have a new administration taking office in a few weeks and there are several notable items 
within Trump’s policy agenda that could be potentially inflationary, including the extension and 
expansion of tax cuts and imposition of more tariffs globally. Inflation and interest rates remain 
a concern. The 10-year Treasury yield has backed up to 4.6% after dropping into the high 3% 
range in the second half of 2024. This was primarily driven by better-than-expected economic 
data and the Fed’s more hawkish stance late in the year in response to the data. With the national 
debt climbing past $36 trillion, or roughly 120% of U.S. GDP, there is always a possibility that 
Treasury rates start to react to the declining credit quality of the U.S. government. 

With all of that said, we remain cautiously optimistic. As always, we believe the 50 stocks we 
own represent a better investment opportunity than the market as a whole. 
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S & P  D A T A
S&P Dow Jones is the source and owner of the trademarks, service marks and copyrights related to the S&P Indexes. S&P® is a 
trademark of S&P Dow Jones. This presentation may contain proprietary S&P data and unauthorized use, disclosure, copying, 
dissemination or redistribution is strictly prohibited. This is a presentation of Renaissance Investment Management. S&P Dow 
Jones is not responsible for the formatting or configuration of this material or for any inaccuracy in Renaissance’s presentation 
thereof. This data is to be used for the recipient’s internal use only.

S T O C K  R E F E R E N C E S 
Any securities referenced should not be considered a recommendation to purchase or sell a particular security. These securities 
represent a portion of the companies held in a representative account in this strategy as of the date stated and are intended for 
informational purposes only. Nonperformance-based criteria have been used to select the securities listed unless otherwise stated. 
The reader should not assume that investments in the securities identified or discussed were or will prove to be profitable. The past 
performance of these securities is no guarantee of future results. The specific securities identified and described may not represent 
all of the securities purchased, sold, or recommended for this strategy. To request a complete list of holdings recommendations for 
this strategy over the past year or a list showing the contribution of every holding to the performance of the representative account 
for the time period stated, please contact Renaissance at compliance@reninv.com.


