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Market Overview
Mid-cap stocks advanced once again in the third quarter, as they continue to rebound from the sharp sell-off earlier in 
the year amid the initial panic surrounding COVID-19. The Russell Midcap® Growth Index (up 9.44%) also maintained its 
recent run of success against the Russell Midcap® Value Index (up 6.40%), as this quarter now marks four consecutive 
quarters of outperformance by the growth benchmark. Sector returns across the Russell Midcap Growth Index were 
mostly positive during the quarter, primarily driven by strong results in communication services (up 16.7%), consumer 
discretionary (up 14.8%), and industrials (up 12.1%). Materials (up 11.6%), consumer staples (up 10.8%), and healthcare (up 
9.7%) also outpaced the broader benchmark, but to a lesser degree. The worst-performing sectors, and the only two to 
post negative returns, were utilities (down 4.8%) and energy (down 4.0%).

Pinterest operates a pinboard-style photo-sharing website that lets users create theme-based image collections for 
events, hobbies, and other personal interests. The firm proved to be a strong performer in the quarter after announcing 
stronger than expected revenue and user growth, especially outside the U.S. The company is beginning to see a recovery 
in advertiser spending from retail and consumer packaged goods companies. Additionally, it is benefitting from high 
engagement levels, new tools for conversion optimization, new shop-able ads, and international growth.

Advanced Micro Devices produces semiconductor products and devices. The stock outperformed due to healthy growth 
in the personal computer and data center server markets. The company also continues to gain share against its major 
competitor, which is having significant issues in its next generation products. Furthermore, investors have appreciated 
the margins and profitability the company has been posting in addition to the topline strength.

CrowdStrike continues to deliver strong results with impressive revenue growth. The company provides leading software 
for the security of computers, servers, and mobile phones, and is displacing legacy antivirus vendors. In addition, the 
company is expanding its portfolio of security products to now include software that detects vulnerabilities in technology 
infrastructure and software for technology asset management. 
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Characteristics 

Total Net Assets  
(billions): $6.68

Number of holdings: 94

Top 10 Holdings
Pool Corporation

CrowdStrike

Waste Connections

RingCentral

Synopsys

Pinterest

SBA Communications

Advanced Micro Devices

Lululemon Athletica

Tyler Technologies
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Portfolio Review

Best Securities Average Weight (%) Contribution to Return (%)

Pinterest 1.58 0.98

Advanced Micro Devices 1.89 0.87

CrowdStrike 2.04 0.67

Peloton Interactive 1.04 0.60

Twitter 1.44 0.59

Worst Securities

BioMarin Pharmaceutical 0.71 -0.33

Perspecta 0.79 -0.15

Splunk 2.06 -0.11
Coherent 0.64 -0.11
ResMed 0.93 -0.10

As of September 30, 2020. The information provided above should not be construed as a recommendation to buy, sell, or hold any 
particular security. The data are shown for informational purposes only and are not indicative of future portfolio characteristics or 
returns. Portfolio holdings are not stagnant and may change over time without prior notice. Past performance does not guarantee future 
results. Please note that the holdings identified do not represent all of the securities purchased, sold, or recommended for the fund. 
They are provided for informational purposes only. Carillon Tower Advisers, Eagle Asset Management, their affiliates, or their respective 
employees may have a position in the securities listed. Please contact Carillon at 800.421.4184 to obtain the calculation’s methodology 
and/or a list showing every holding’s contribution to the overall fund’s performance during the measurement period.
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Peloton Interactive operates a connected 
fitness platform offering live and on-demand 
classes allowing users to exercise at home. The 
firm’s shares continue to perform exceptionally 
well, as the company achieved yet another 
quarter of impressive growth, exceeding 
investor expectations. A clear beneficiary of 
the secular trend towards at-home connected 
fitness, the company continues to broaden its 
total addressable market through new product 
offerings at more affordable price points, as 
well as the expansion of its subscription-based 
content.

Twitter’s user count continues to accelerate due 
to the global stay-at-home situation as well as 
the numerous positive changes the company 
has introduced on the platform in order to keep 
users engaged. The addition of various topics 
and lists along with the expansion of video have 
led to more users joining the platform and kept 
existing users more engaged. We believe the 
next positive development on the horizon could 
come from the company’s ability to increase the 
monetization of these users.

BioMarin Pharmaceutical is a biotechnology 
company that develops and commercializes 
therapies for individuals with serious life-
threatening rare diseases and medical 
conditions. The firm saw its shares decline after 
receiving a complete response letter from the U.S 
Food and Drug Administration (FDA) for its gene 
therapy treatment for severe hemophilia A. The 
FDA is requesting two-year follow-up data that 
will not be available until the second half of 2021.
This caught investors off guard as the treatment 
was widely expected to be approved for a U.S. 
launch before the end of 2020.

Perspecta provides end-to-end enterprise 
information technology services to government 
customers across the U.S. federal, state, and 
local markets. Investors were disappointed as 
the company has been unable to accelerate 
revenue growth after an unforeseen loss of a 
major contract in the earlier part of the year. We 
remain shareholders due to the combination of 
healthy project wins that foreshadow growth, 
very attractive valuation vs. peers, and activist 
investor involvement.

Splunk provides software that analyzes data 
from technology infrastructure such as servers 
and network equipment, from which insights 
can be gleaned about business trends, security, 
and operations. The company reported in-
line quarterly results and provided an outlook 
as expected. The firm is seeing strength in 
software provided as a service and delivered 

over the internet, known as cloud software. While 
COVID-19 has modestly limited management’s 
near-term visibility, we remain positive on the 
company’s competitive position and see this 
pandemic as a longer-term driver of the secular 
shift towards digital transformation.

Coherent is an international company that 
designs and manufactures a variety of laser-
based photonic products and is also key 
equipment supplier in the production of Organic 
Light Emitting Diode (OLED) screens. The firm 
has experienced some headwinds as of late, 
as the investment cycle for customers in China 
has slowed down from earlier expectations. 
We continue to believe that smartphones will 
eventually transition to OLED screens, and as the 
1.5 billion smartphones sold annually transition 
to these much more efficient screens, it should 
lead to healthy growth for this key equipment.

ResMed is the global leader in providing 
equipment, supplies, and digital solutions for the 
treatment of sleep apnea, chronic obstructive 
pulmonary disease, and other respiratory 
conditions. The majority of its revenues are 
derived from the manufacturing and sales of 
Continuous Positive Airway Pressure (CPAP) flow 
generators and masks for the treatment of sleep-
disordered breathing. The company experienced 
headwinds in the quarter, as it is still feeling the 
lingering effects of COVID-19 on its in-patient 
sleep labs. Despite this, we remain optimistic the 
firm should be able to return to the pre-COVID 
levels of solid revenue and earnings growth that 
have generated very strong shareholder returns 
for quite some time.

Outlook
The fourth quarter of a stressful 2020 should 
continue to present several potentially market-
moving events. First and foremost is the 
severity of the ongoing COVID-19 pandemic 
and the numerous questions that remain 
unanswered: Will we see a second wave as the 
weather in the northern states turns colder? Will 
we get a vaccine in the quarter as many expect? 
Will therapeutics emerge and hold the virus at 
bay? With the death rates declining it would 
appear the prospects of further significant 
shutdowns are remote, but we will see. Related 
to COVID are the prospects for a major new 
stimulus bill. While the economy appears to 
be headed in the right direction, the recovery 
has been unbalanced. There are clearly some 
industries such as hospitality and travel that 
remain in trouble. We believe we will get another 
stimulus measure, but will it come before or 
after the election? In either situation, we think 
the case for a targeted stimulus is too strong for 
the politicians to ignore.

That brings us to the presidential election. 
Related to the stock market, the only outcome 
which could derail the current bull market 
would be a Democratic sweep, as the party’s 
current tax proposals could result in meaningful 
tax-related selling. However, we do believe the 
selling would be short-lived, as the possible 
higher taxes should be offset by a high level of 
government spending.

As always, the market has clear and present 
dangers, including extremely high valuations for 
high growth companies, but history suggests 
it is the surprises that derail a bull market 
rather than clear dangers. With the U.S. Federal 
Reserve (Fed) supporting a low interest rate 
policy for the foreseeable future, we suggest 
staying the course.

The cyclical areas of the stock market should 
continue to do well as evidence continues to 
mount that the U.S. has entered a sustainable 
economic recovery following the COVID-induced 
plunge. Our optimistic view of the U.S. economy 
rests on several key pillars. First, the housing 
sector has emerged as a leading bright spot 
for the U.S. economy, and we believe it should 
remain strong. New home sales, which are 
reported at time of signing and thus provide 
valuable insight into future activity, have 
surged and bode well for construction as well 
as increased spending on durable goods in the 
coming months. Confirming the strength of the 
housing market, home prices have strengthened 
as inventories (measured by homes available 
for sale) have fallen to historically low levels. 
Second, consumer spending has proven 
surprisingly resilient despite the expiration of 
enhanced unemployment benefits. Importantly, 
spending has outpaced manufacturing and 
suggests economic activity will be bolstered 
by a re-stocking of inventory. This should mark 
an important inflection from recent quarters 
when inventory drawdowns were a notable drag 
on economic activity. Third, current leading 
economic indicators suggest that the economy 
will benefit from strong tailwinds in the coming 
quarters. Specifically, a rapid expansion in 
money supply combined with a plunge in global 
short term interest rates and rising consumer 
net worth should provide economic tailwinds 
for the foreseeable future. Finally, we believe 
that potential catalysts could further drive 
meaningful economic growth in 2021. These 
catalysts include (1) continued progress on the 
vaccine front, (2) the removal of uncertainty 
surrounding the election, and (3) additional fiscal 
stimulus. Although cyclically sensitive areas 
of the market have already rallied sharply from 
March lows, we believe the current outlook for 
improving economic activity suggests further 
upside exists.



Although we are optimistic the worst of this 
health crisis is behind us, it is still evident that 
the world continues to face the worst pandemic 
since the influenza of 1918. We were clearly 
caught unprepared by this virus, and the toll 
that SARS-Cov-2 has taken on this country 
is unprecedented whether measured in loss 
of jobs, loss of lives, damage to businesses, 
challenges to educating the country’s youth, or 
the untold stress on families due to sheltering at 
home. As of this writing, the race for a vaccine 
is proceeding with lightning speed, as more 
than 10 vaccines have now entered phase three 
clinical trials. Efficacy data from the first of 
these vaccine candidates is now expected as 
early as late October. The federal government 
has also mobilized vast resources and 
personnel to assist the nearly 150 companies 
now involved in this race. 

The U.S. healthcare industry as a whole has 
undoubtedly taken an enormous hit from the 
pandemic. A recent report by the American 
Hospital Industry estimated that in the first 
half of 2020, the hospital industry lost more 
than $200 billion. For the second half of 2020, 
hospitals are expected to incur an additional 
$120 billion in losses, and the average operating 
margins of hospitals could sink to -7%, a level 
considered unsustainable for the industry. While 
the outlook would certainly appear grim, there is 
also much to celebrate. Both the number of new 
COVID cases requiring hospitalizations and the 
death rate as a percentage of those identified 
as infected has declined significantly and 
continues to trend downward. 

In the midst of crisis, there are always 
opportunities. A number of the healthcare 
industries we’ve identified as attractive from an 
investment standpoint have materially benefited 
from the recent pandemic. The demand for the 
goods and services in these industries, such as 
telemedicine and rapid antigen-based testing 
solutions, should continue well into the future. 
We also would be remiss if we did not mention 
the upcoming elections, as they could prove to 
be neutral to negative for large swaths of the 
healthcare system. We believe our portfolio is 
relatively well positioned for most outcomes; 
however, one thing we can guarantee is that 
healthcare stocks will experience significant 
volatility between now and year end.

The continued COVID uncertainty continues 
to be at the top of investors’ minds as social 
distancing and re-opening are having mixed 
results with new waves and hotspots popping 
up. For the technology sector specifically, vast 
portions of the global population are dealing 
with social distancing and concerns about the 
impact of the virus. However, technology-related 
expenditures remain a top area of focus for both 

enterprises and consumers. Remote learning, 
working from home, and the increased use of 
internet services have been very positive for 
many companies in the video communications 
and e-commerce spaces. Furthermore, the 
suppliers and enablers of these companies, 
such as optical and semiconductor component 
companies, are also benefitting. We are 
increasingly hopeful that COVID-related issues 
will dissipate over time with vaccines and 
medication, but firmly believe this development 
has forever changed the way the world operates. 
These structural changes are for the most part 
beneficial to technology-related companies 
and we are constantly on the lookout for 
opportunities that may arise.

Despite the volatility, we continue to focus on 
high-quality companies with healthy balance 
sheets and companies where we see secular 
growth themes as well as structural advantages 
that will allow them to gain market share in 
the long-term. Besides cloud computing and 
work from home beneficiaries, we continue to 
find attractive opportunities in other themes 
such as artificial intelligence, mobility and 
telecommunications infrastructure, digital 
payments, Internet of Things/smart home, 
factory/industrial automation, security software, 
e-gaming and alternative energy.

The outlook for the financials sector remains 
challenged. Continued low levels of interest 
rates make for a difficult fundamental backdrop 
for many traditional financial companies. We 
expect sequentially improving economic activity 
moving forward, and as a result, we are seeing 
the pace of mergers and acquisitions (M&A) 
begin to improve. At the same time, we expect 
corporate restructurings and bankruptcies 
to remain elevated. This environment should 
benefit smaller advisory boutiques that continue 
to gain share from the larger firms. We also see 
opportunities for financial professionals to gain 
assets and market share coming through this 
difficult period. Lastly, we are pursuing unique 
opportunities for consumers to comparison-
shop in the rapidly growing Medicare Advantage 
market. 

The COVID recession had an uneven effect on 
consumer stocks during the recent quarter. 
Many of the industries that were the hardest hit 
early on in the year, such as travel and leisure, 
casino gaming and retail, and restaurants, 
all recovered strongly from their lows but 
remain below prior highs. We believe these 
stocks should continue to advance, as we 
remain optimistic a vaccine will be approved 
in the fourth quarter and the 2021 economic 
recovery comes more clearly into view. The 
trend towards online shopping continues to 
accelerate with many online retailers benefitting 

from the shutdown at the expense of traditional 
retailers. Retailers who are slow to develop a 
strong omni-channel presence continue to be 
challenged. Consumers are redirecting dollars 
normally saved for summer vacations and 
restaurant visits toward home improvement and 
outdoor activities such as boating and camping. 
Housing remains strong and should continue to 
benefit from extremely attractive interest rates. 
Shopping malls remain challenged with many 
class B and C malls potentially slated for closure 
or repurposing. We believe certain changes in 
consumer behavior will be permanent, driven by 
a long-term trend toward working from home.

Investments in mid-cap and small-cap companies 
generally involve greater risks than investing 
in larger capitalization companies. Mid-cap 
companies often have narrower commercial 
markets, more limited managerial and financial 
resources, and more volatile trading than larger, 
more established companies.

Growth companies are expected to increase 
their earnings at a certain rate. When these 
expectations are not met, investors may punish 
the stocks excessively, even if earnings showed 
an absolute increase. Growth company stocks 
also typically lack the dividend yield that can 
cushion stock prices in market downturns. The 
companies engaged in the technology industry 
are subject to fierce competition and their 
products and services may be subject to rapid 
obsolescence. The values of these companies 
tend to fluctuate sharply.

Past performance is not indicative of future results 
and investing involves risk, including the risk of loss. 
All information as of September 30, 2020. Opinions 
expressed are the current opinions as of the date 
appearing in this material only. This material should 
not be construed as research or investment advice. 
No part of this material may, without Carillon Tower 
Advisers’ prior written consent, be copied, photocopied 
or duplicated in any form, by any means.

The information provided should not be construed as 
a recommendation to buy, sell or hold any particular 
security. The data is shown for informational 
purposes only and is not indicative of future portfolio 
characteristics or returns. Portfolio holdings are not 
stagnant and may change over time without prior notice.

Carillon Tower Advisers is the investment adviser 
for the Carillon Family of Funds and Eagle Asset 
Management is the sub-adviser to the Carillon Eagle 
Mid Cap Growth Fund. Carillon Fund Distributors is a 
wholly owned subsidiary of Eagle Asset Management 
and Eagle Asset Management is a wholly owned 
subsidiary of Carillon Tower Advisers. All entities 
named are affiliates.
Benchmark Index:
The Russell Midcap® Growth Index measures the 
performance of those Russell Midcap companies with higher 
price-to-book ratios and higher forecasted growth values. The 
stocks are also members of the Russell 1000® Growth Index. 

The Russell Midcap® Value Index measures the performance of the 
mid-cap value segment of the U.S. equity universe. It includes those 
Russell Midcap Index companies with lower price-to-book ratios and 
lower forecasted growth values. 
Investors cannot invest directly in an index, and unmanaged index 
returns do not reflect any fees, expenses, or sales charges.
Frank Russell Company (Russell) is the source and owner of the 
trademarks, service marks, and copyrights related to the Russell 
Indexes. Russell® is a trademark of Frank Russell Company. Neither 
Russell nor its licensors accept any liability for any errors or omissions 
in the Russell Indexes and/or Russell ratings or underlying data and 
no party may rely on any Russell Indexes and/or Russell ratings 
and/or underlying data contained in this communication. No further 
distribution of Russell Data is permitted without Russell’s express 
written consent. Russell does not promote, sponsor, or endorse the 
content of this communication.
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