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Market Overview
Mid-cap stocks as a whole advanced once again in the first quarter of 2021. However, there was a rather considerable 
disparity among the two style indexes, as the Russell Midcap® Growth Index (down 0.57%) significantly lagged 
its Russell Midcap® Value Index (13.45%) counterpart. In a continuation of the market environment late of 2020, a 
combination of positive vaccine news and optimistic economic growth expectations led to a bit of a rotation in market 
leadership. Sector returns across the Russell Midcap Growth Index were mixed, with real estate (up 22.26%) and 
energy (up 19.61%) leading the way, despite their relatively minor weightings in the benchmark. Consumer discretionary 
(up 6.77%) saw solid gains as well, although to a lesser extent. The worst-performing sectors in the quarter were 
communication services (down 4.09%) and information technology (down 3.29%).

Coherent is an international company that designs and manufactures a variety of laser-based photonic products, and 
is also a key equipment supplier in the production of organic light emitting diode (OLED) screens. The firm’s shares saw 
a sizable gain after it was announced in mid-January that Coherent would be acquired for a notable premium. After a 
contentious bidding process between two rival firms drove the share price higher with each successive bid, Coherent 
ultimately agreed to terms in a cash and stock deal.

LPL Financial is an independent broker-dealer that offers technology, brokerage, and investment advisory services 
to financial advisors and financial institutions. The firm’s shares outperformed the broader market in the quarter, as 
expectations for an improving economic outlook have lifted interest rates off of their historic lows, providing a notable 
boost to the financial sector as a whole. Additionally, LPL posted impressive record net inflows into both its advisory 
and brokerage businesses during the quarter.

United Rental is an equipment rental company that primarily services construction and industrial companies, as 
well as manufacturers, utilities, homeowners, municipalities, and other government entities. The firm performed 
well in the first quarter as the company is a clear beneficiary of both a strengthening economy as well as a possible 
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Portfolio Review

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

Coherent 0.82 0.41

LPL Financial 1.37 0.37

United Rentals 1.07 0.37

Horizon Therapeutics 1.40 0.31

Pinterest 2.64 0.30

Worst Securities

RingCentral 2.49 -0.55

Peloton Interactive 1.50 -0.41

CrowdStrike 2.67 -0.35
Elastic 1.23 -0.32
Splunk 1.37 -0.30

As of March 31, 2021. 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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infrastructure bill. United Rentals’ business 
model performed exceptionally well in 2020 as 
the company generated substantial free cash 
flow by aggressively scaling back its capital 
expenditures. In 2021, we believe the company 
should be able to push its rental rates higher 
following a year of disciplined fleet management 
across the entire equipment rental industry. 
Additionally, the entire rental industry should 
benefit from tightness throughout the machinery 
sector as manufacturers struggle to meet 
demand due to supply chain constraints. 

Horizon Therapeutics is a biopharmaceutical 
company whose primary focus is research, 
development, and marketing of late-stage 
pharmaceutical products. After experiencing 
some unfortunate manufacturing hiccups in the 
later stages of 2020 for its key product Tepezza, 
which is used in the treatment of thyroid eye 
disease, the company recently received positive 
news that should relieve their supply issues 
going forward. With manufacturing of Tepezza 
back online after being forced to halt due to 
Operation Warp Speed’s COVID-19 vaccine 
production orders, Horizon expects patient 
treatments to resume in mid-April.

Pinterest is an operator of a pinboard-style 
social media website that enables users to 
create theme-based image collections for 
events, hobbies, and other personal interests. 
The firm delivered another quarter of both 
earnings and forward guidance above investor 
expectations, sending shares higher. Strength 
was driven by notable user growth and a return 
of advertising spending. We remain excited 
about an increase in video content, new 
analytics tools for advertisers, and an increasing 
shift towards ecommerce.

RingCentral operates as a provider of software-
as-a-service (SaaS) solutions for global 
enterprise cloud communications. After a stellar 
final quarter of 2020, the stock suffered a bit 
as of late, as investors began to worry about 
the reopening of the economy and perhaps 
were forced to consider the degree to which the 
company has benefitted from the lockdowns 
and the work-from-home environment. 
Although the shares have pulled back to a more 
reasonable valuation, we believe there remains 
significant opportunity for growth in the next 
three to five years that should come from the 
numerous channel partnerships the company 
has been signing recently.

Peloton Interactive operates a connected 
fitness platform offering live and on-demand 
classes allowing users to exercise at home. 
The stock gave back a portion of its 2020 gains 
in the quarter, as manufacturing and supply 
issues have resulted in longer wait times for 
customers. Additionally, the ongoing successful 
vaccine rollout has perhaps led some investors 
to reevaluate the future growth prospects for 
a company that undoubtedly benefited from 
the stay-at-home environment. We remain 
optimistic and feel Peloton is positioned as a 
clear beneficiary of the secular trend towards at-
home connected fitness. The firm has recently 
begun to shore up its recent supply hiccups 
and is poised to continue to expand its total 
addressable market through innovative product 
offerings at more affordable price points, as well 
as to expand its subscription-based content.

CrowdStrike provides cloud-based software 
used in the security of computers, servers, 
and mobile phones. The stock pulled back a 
bit during the quarter as investor sentiment 
shifted away from stocks with higher valuation 
multiples. We remain shareholders, as the 
protection of enterprise assets and cloud 
workloads from various forms of cyberattacks 
remains more important than ever for many 
enterprises, and we believe this will continue 
to result in a strong demand environment for 
CrowdStrike’s innovative products and services.

Elastic is a software provider of enterprise 
search and data analytics technology. Like 
many other firms in the technology sector, the 
firm’s shares underperformed in the first quarter 
as investors slightly lowered the exposure to 
higher growth companies. Despite this, Elastic 
was still able to deliver earnings results and 
guidance that came in above expectations, and 
its fundamentals remain solid in our view.

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 firm delivered quarterly 
results in line with expectations, with its cloud 
segment performing better than expected. 
However, Splunk’s on-premise segment remains 
pressured by cautious customers delaying 
capacity expansion plans in the near term. 
We expect contract renewals to pick up in the 
second half of the year, as the world reopens.

Outlook
The bull market continued in the first quarter 
of 2021, and prospects remain positive 
entering the second quarter. Recently, the 
market has experienced a healthy rotation into 
the so-called reopening stocks with relative 
underperformance by the rather expensive 
work-from-home stocks that benefited from the 
pandemic and subsequently led the impressive 
market returns throughout the majority of 
last year. An additional interesting highlight 
in the first quarter was the particularly strong 
performance of small-cap stocks, which 
continued the trend present in the latter stages 
of 2020. Other noteworthy market developments 
this quarter included the resurgence of the 
energy sector, which made a profound and long-
awaited recovery, as well as the striking rise in 
the 10-year Treasury yield, which stood at 1.7% 
at the time of this writing.

Stimulus checks began arriving in late March. 
Coupled with consumers already being relatively 
flush with cash from underspending during the 
previous 12 months, the consumer is ready to 
spend. While COVID cases remain elevated, 
the vaccines are clearly doing their job as 
death statistics are descending at a dramatic 
rate. The current Democratic administration is 
proposing a massive infrastructure program, 
which if passed would provide a boost to what 
figures to be an already strong economy. While 
corporate tax increases are likely, personal tax 
hikes appear to be pushed back at the moment. 
Additionally, year-over-year comparisons – both 
economic and earnings – should be very easy. 
While surprises are always possible, there is a 
strong case to be made that the bull market will 
persist at least for the near term.

The bright outlook for the cyclically sensitive 
areas of the economy remains bolstered by 
a potent combination of aggressive fiscal 
spending and extremely loose monetary policy. 
A synchronized super-cycle scenario for the 
global economy in the coming months appears 
plausible. The services side of the economy 
should see an unlocking of pent-up demand 
for the hard-hit leisure and travel industries 
as vaccinations roll out. We also anticipate a 
sharp recovery on the manufacturing side of 
the economy due a re-stocking of depleted 
inventories and a re-shoring of supply chains. A 
clear risk to this rosy outlook continues to be a 
sharp rise in interest rates. The key flashpoint 
will undoubtedly be the bond market’s continued 
willingness to share U.S. Federal Reserve (Fed) 
Chairman Jerome Powell’s dovish view that any 
inflationary data in the near and intermediate 
term will prove to be transitory. As most 



investors are acutely aware, the housing sector 
would be vulnerable to higher interest rates 
as rising mortgage rates and surging home 
prices would impact a key growth driver for the 
economy. Thematically, we favor companies 
that are well positioned to benefit from an 
aggressive infrastructure plan that remains at 
the top of President Biden’s agenda. Additionally, 
we are closely looking for companies that will 
help enable corporate America’s strategic 
shift towards clean energy and sustainability 
initiatives that are an increasing focus of 
customers, employees, and investors. 

As of this writing, the global impact of COVID-19 
is surreal. Since epidemiologists began tracking 
this pandemic, 130 million confirmed cases of 
COVID-19 have been recorded. Fortunately, as 
a result of Operation Warp Speed, we now have 
three approved and effective vaccines here in 
the United States. 

We are now in a period of uncertainty in the 
life cycle of this pandemic. The country is 
reopening, but at an uneven rate based upon 
varying mandates among each state. We still do 
not know how many Americans were exposed 
to the virus but were asymptomatic. Add to that 
the number of Americans who are partially or 
fully vaccinated, and it is likely that perhaps as 
many as 50% of Americans have some level of 
immunity to SARS-CoV-2 at the moment. This at 
least gives us some hope that life in the U.S. can 
return to some level of normality at some point 
this year.

Against this backdrop, the U.S. healthcare 
industry is undergoing a transformation unlike 
any we have seen in the previous 50 years. 
This has been spurred, in part, by the need 
for the healthcare system to develop new and 
innovative ways to access patients during the 
pandemic. Despite this, the U.S. healthcare 
system unfortunately remains decades behind 
the majority of corporate America in regards 
to the adoption of technology. Interestingly 
enough, recently there has been a wave of 
technology-related companies pursuing 
opportunities in the healthcare industry, 
triggering what is being referred to as the Digital 
Healthcare Revolution. It is our belief that 
new business models will emerge from this, 
leading to much higher overall levels of patient 
satisfaction as well as a plethora of attractive 
investment opportunities. Other compelling 
areas to watch are in the fields of cell and gene 
therapy, which hold great promise as treatments 
(and in some cases, perhaps cures) for both 
hard-to-treat cancers and genetic or rare 
diseases. 

We are beginning to see the light at the end 
of the pandemic tunnel, and through it all 
we believe technology remains a top area of 
focus for both enterprises and consumers. 
Despite the economy reopening in the next 
few months, remote learning, hybrid work from 
home/office/anywhere, and the increased 
usage of internet services will be here to stay 
post-pandemic. Furthermore, the suppliers and 
enablers of these companies, such as optical 
and semiconductor component companies, are 
also benefitting from this increased demand. 
These structural changes are for the most part 
beneficial to technology related companies, and 
we are constantly on the lookout for investment 
opportunities that may arise. At the same time, 
we continue to look for opportunities in areas 
that will benefit as the world opens up, such as 
in social interaction, cross-border travel and 
hospitality industries. 

Despite the volatility, we continue to focus on 
high-quality companies with healthy balance 
sheets and 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-anywhere 
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 current outlook for the financials sector 
has noticeably improved over the course of the 
previous quarter. Interest rates have moved 
up off of their extreme lows, signaling an 
expectation of improving economic activity. At 
the moment, we see appealing opportunities 
in certain financial advisors who are gaining 
market share and will also benefit from a rising 
rate environment. As the economy continues to 
heal, we anticipate an acceleration in the pace 
of mergers and acquisitions (M&A). We feel as 
though this underlying environment will continue 
to benefit smaller advisory boutiques that are 
gaining share from the larger firms. In addition, 
we are pursuing unique opportunities in the 
insurance industry, specifically in the emerging 
Medicare Advantage market, where brokers are 
bringing unique product offerings directly to 
consumers. 

At the moment, we remain bullish on the 
consumer. Boosted by stimulus checks and 12+ 
months of reduced spending, the consumer is 
ready to venture out, travel and spend money. 
The positive vaccine rollout has us optimistic 
the economy should fully reopen by the summer. 

Already, many of the industries hardest hit by 
the pandemic, such as casinos and airlines, are 
reporting noticeable upticks in business, and 
that trend seems poised to further accelerate as 
the vaccines continue to work their way through 
the population. Many investors are forecasting 
a Roaring 20s-type recovery, and we tend to 
agree. At this point in time, we favor companies 
and industries that will materially benefit from 
the reopening environment, such as casinos. In 
addition, we remain leveraged to the expansion 
of at-home gaming and sports betting.

Risk Considerations: 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 March 31, 2021. 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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