
Market Review

As the third quarter progressed, economic reports increasingly reflected 
concerns about the state of the economy.  The typical summer news 
slowdown never materialized, replaced by concerns over inverted 
yield curves, risks related to a hard Brexit, continued trade discord, an 
impending stock collapse, et cetera.  This miasma fed upon itself and 
neglected some of our strongest economic attributes: continued strong 
consumer fundamentals, negligible inflation, and a Federal Reserve intent 
on cutting rates.   

Economic risks were laid bare by the precipitous drop in interest rates: the 
yield on the U.S Treasury 10-year note fell to 1.5%, causing the yield curve 
to invert, a situation whereby short-term rates yield more than long term 
rates.  Not every yield curve inversion leads to a recession, however.  This 
inversion was not accompanied or reinforced by a negative credit event.  
Low rates likely reflect many inputs including: the slowdowns in Europe 
and China, a lack of systemic inflation, and the expansion of negative 
yields outside the U.S.  A recession in the near term is unlikely.
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Performance Overview
The Congress Mid Cap Growth Portfolio (“the Portfolio”) returned 0.76% 
(gross of fees) during the 3rd Quarter, outperforming the the Russell Midcap 
Growth Index (“the Index”), which returned -0.67%. 

The Portfolio benefited from security selection in Information Technology, 
Health Care, and Communication Services.  In addition, overweight 
allocations relative to the Index in Industrials and Consumer Staples 
contributed to performance during the quarter.  

However, security selection in Materials and Industrials detracted from 
performance, as did an underweight allocation to Real Estate. 
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Mid Cap Growth (Gross) ■ 0.8 24.4 9.1 13.8 12.4 16.7 12.6

Mid Cap Growth (Net)     ■ 0.7 24.0 8.7 13.3 11.9 16.1 11.9

Russell Midcap Growth®  ■ -0.7 25.2 5.2 14.5 11.1 14.1 8.0

Average Annualized Performance % as of 9/30/2019  

Information is as of 9/30/2019. Sources: Congress Asset Management, Factset, Russell Investments, and Informa Investment Solutions. The information throughout this presentation is for illustrative purposes and is subject to change at any 
time. Holdings and sector weightings throughout this presentation are subject to change and should not be considered investment advice or a recommendation to buy or sell a particular security. Past performance does not guarantee future 
results. Gross performance shown does not reflect the deduction of investment management fees and certain transaction costs, which will reduce investment performance. This information is supplemental to the GIPS® presentation for the 
composite. Frank Russell Company (“Russell”) is the source and owner of the trademarks, service marks and copyrights related to the Russell Indexes. Neither Russell nor its licensors accept any liability for any errors or omissions in the Russell 
Indexes 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. 
1The information shown is for a representative account as of 9/30/2019.  Actual client account holdings and sector allocations may vary. 

Performance is preliminary and subject to change
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Overall Contributors

Top 5 Contributors

Stock Avg. Weight% Contribution%

Burlington Stores, Inc. 2.78 0.45

Cintas Corporation 3.23 0.39

Monolithic Power Systems, Inc. 2.83 0.38

Generac Holdings, Inc. 3.12 0.38

Lamb Weston Holdings, Inc. 2.16 0.30

Bottom 5 Contributors

Stock Avg. Weight% Detraction%

Mettler-Toledo International, Inc. 2.79 -0.52

Cooper Companies, Inc. 3.18 -0.40

Lennox International, Inc. 2.94 -0.35

SS&C Technologies Holdings, Inc. 2.59 -0.29

*PVH Corp. 0.64 -0.29

3Q 2019 Attribution Highlights
Overall Contributors Overall Detractors

• Security selection in Information Technology, Health Care & 
Communication Services

• Overweight allocations to Industrials & Consumer Staples

• Security selection in Materials & Industrials
• Underweight allocation to Real Estate 

Burlington Stores, Inc. (BURL) is a national off-price retailer of high-quality, 
branded merchandise at low prices.  Burlington’s second quarter results 
revealed better same store results relative to the prior two quarters with steady 
margin performance.  Management raised fiscal year guidance to reflect the 
improved operations.  BURL also ended the quarter with a much cleaner 
inventory position and spoke to a very modest impact on its business from 
tariffs.  

Cintas Corp (CTAS) engages in the provision of corporate identity uniforms 
through rental and sales programs.  Cintas reported two fiscal quarters during 
the calendar quarter, both of which demonstrated strong organic growth in 
all segments.  The company continues to experience margin expansion due to 
pricing power and leverage of the strong top line.  Upon reporting first quarter 
results, management raised guidance for the fiscal year.

Monolithic Power Systems (MPWR) is a semiconductor company that 
designs, develops, and markets high-performance power solutions.  The 
stock rebounded during the quarter as investors anticipate a bottom in the 
semiconductor industry business cycle.  MPWR also reported second quarter 
result which reflected continued outperformance versus the broader market 
and minimal margin degradation.  

Generac Holdings (GNRC) designs and manufactures a wide range of power 
generation equipment.  The company reported solid second quarter results 
with increased penetration of home standby generators.  The Commercial 
& Industrial segment was driven by demand for standby generators from 
telecommunications companies.  Management raised organic growth and 
margin guidance based on the strength seen in its end markets.   

Lamb Weston Holdings, Inc. (LW) is a leading global producer, distributor, and 
marketer of value-added frozen potato products, primarily french fries.  Lamb 
Weston reported fourth quarter results showing continued organic growth 
with both volume and pricing gains.  The company initiated fiscal year 2020 
guidance that was in-line with its long-term growth targets.  The stock had 
previously sold off on industry capacity and pricing concerns, and thus some of 
the stock’s movement this quarter was a recovery of prior declines.  

Mettler-Toledo International, Inc. (MTD) is a multinational manufacturer of 
scales and precision analytical instruments used in laboratory, life science, 
industrial, and food retailing applications. In a backdrop where the stock was 
trading at a 5-year high PE multiple in June, organic growth continued to slow 
and the full year outlook was lowered as industrial and food retail markets have 
not been immune to the geopolitical environment. 

Cooper Companies, Inc. (COO) is a global medical device company that 
operates through two business units, Cooper Vision and Cooper Surgical.  
Despite a strong second quarter and fiscal year outlook, the stock declined due 
to concerns around slowing European sales as customers reduced orders of 
contact lenses ahead of a potential Brexit event.  Also, a competitor launched 
an updated version of one of Cooper’s single day use contact lens products, 
prompting concerns about potential market share impact.  

Lennox International, Inc. (LII) engages in the design, manufacture, and 
marketing of products for heating, ventilation, air conditioning, and 
refrigeration.  Lennox reported a disappointing second quarter and lowered 
full year guidance for both revenue and EPS.  The company saw a slowdown 
in residential sales as it was impacted by significantly cooler temperatures in 
key regions of the U.S.  While the Commercial Heating and Cooling business 
remained strong in the second quarter, management expressed concern the 
strength will not continue due to macro headwinds.  

SS&C Technology Holdings, Inc. (SSNC) is a producer of sophisticated 
software products and software-enabled services that allow financial services 
providers to automate complex business processes and effectively manage 
their information processing requirements. The company has significantly 
levered the balance sheet, taking on $5.6B in debt in an effort to consolidate the 
market. This has led to decelerating organic growth, compressed margins, and 
a bleaker outlook for recovery. In addition, it has become more apparent that 
some recently acquired businesses are experiencing challenges integrating with 
SSNC’s core operations. 

PVH Corp. (PVH) engages in the design and marketing of apparel and 
accessories, primarily through the Tommy Hilfiger and Calvin Klein brands.  
The stock underperformed as the wholesale apparel industry broadly has 
struggled with slowing retail trends and the impact of tariffs.  Second quarter 
reported results were generally in line with expectations, but management 
lowered fiscal year guidance significantly citing weaker tourism and China 
trends, and tariff induced margin pressure.  

Information is as of 9/30/2019. 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. 1Actual 
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 Mid 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
Booz Allen Hamilton Holding Corp. (BAH) provides consulting and 
technology engineering solutions such as digital strategy, cyber risk 
consulting, analytics, and engineering to the defense, intelligence, civil, 
and commercial markets. Most of the company’s revenues come from 
the underpenetrated U.S. government segment, that has historically been 
slower to adopt new digital technologies. With a new federal budget 
nearly in place, the company should have solid visibility into government 
spending over the next several years and benefi t from continuing 
underlying trends in digital transformation. 

Teledyne Technologies, Inc. (TDY) provides electronic and communication 
products for wireless and satellite systems.  Teledyne is broadly diversifi ed, 
both in terms of end markets and geographies.  Teledyne’s strategy 
emphasizes growth in its core markets of instrumentation, digital imaging, 
aerospace and defense electronics, and engineered systems.  Th ese markets 
are characterized by high barriers to entry and include specialized products 
and services not likely to be commoditized.   

Diodes, Inc. (DIOD) is a leading global manufacturer and supplier of 
high-quality application-specifi c standard products (ASSPs) within the 
broader discrete, logic, analog, and mixed-signal semiconductor markets. 
Th e company has a very diverse set of end-market customers and is 
experiencing supportive industry dynamics that have boosted capacity 
utilization and stabilized pricing. In addition, unlike other semi-conductor 
companies, DIOD has not experienced inventory build-up – a result of its 
strong track record of content wins. 

Sun Communities, Inc. (SUI) is a real estate company engaged in the 
business of acquiring, operating, and developing manufactured housing 
and recreational vehicle communities.  Sun Communities’ strategy 
emphasizes intensive, hands-on property management by dedicated on-site 
district and community managers as well as on-site maintenance personnel 
and management support staff .  Sun also executes a strategy of single asset 
/ small property acquisitions.  Th e demand for aff ordable homes such as 
those off ered by Sun is being driven by a widening income gap and aging 
population.  Sun’s communities operate at a very high level of occupancy 
and implement 2-4% rent increases annually.  

Sold
Hyatt Hotels Corp. (H) is a global hospitality company with widely 
recognized, industry leading brands including Hyatt, Grand Hyatt, 
Hyatt Regency, Hyatt Place, and Exhale.  Hyatt has reported a series of 
disappointing quarterly results that have included slowing revenue per 
available room rates and lower group business trends in addition to 

weakness in its China market.  Company management lowered fi scal year 
EBITDA guidance by $25 million in their second quarter earnings report.  
Hyatt has also been slow to deliver on its asset recycling program and is 
experiencing diffi  culties launching its Miraval brand.   

Old Dominion Freight Line, Inc. (ODFL) is one of the largest less-than-
truckload motor carriers, providing regional and national freight services 
through a single integrated organization.  Industry conditions have been 
strong but are showing signs of peaking as management has spoken to a 
soft er demand environment and slower pricing gains.  As shipments per 
day and weight per shipment decline, there is increased risk of pricing 
pressure.     

PVH Corp (PVH) designs and markets apparel, accessories, handbags, 
footwear, and other related products.  PVH’s business has come under 
pressure as the domestic apparel wholesale segment is challenged by 
weaker sales and reduced traffi  c from department store customers.  PVH’s 
retail business has experienced negative comparable store sales, and 
deterioration in its China business forced the company to lower revenue 
guidance for its Calvin Klein brand.  PVH has begun to experience margin 
pressure from tariff -related cost increases, with the outlook for tariff  
increases looking more challenging in the future.    

Littelfuse, Inc. (LFUS) is a leading supplier of circuit protection products 
used in the electronics, automotive, and electrical industries. Over the 
last few quarters, outsized exposure to the automotive market, as well as 
weakness in other end markets such as industrial and consumer electronics 
has caused unusually high distributor inventory and subsequent slower 
organic growth. In addition, the more supportive pricing environment that 
LFUS has benefi ted from over the last 18 months is eroding due to these 
weaker end-markets. 

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 fl ow, and solid balance 
sheet metrics.  Th ere were four purchases and four sales in the Portfolio 
during the quarter, and they are refl ective of this philosophy.  Th ese 
combined transactions essentially increased the Portfolio’s Information 
Technology and Real Estate weightings, while reducing its Consumer 
Discretionary weighting.

Outlook

Th e U.S. remains an economic stalwart relative to much of the world.  

Information is as of 9/30/2019

3Q 2019  Transaction Summary

Sector Allocation Changes SoldPurchased

• Booz Allen Holding Corp. (BAH) - Information 
Technology

• Teledyne Technologies, Inc. (TDY) - Industrials

• Diodes, Inc. (DIOD) - Information Technology

• Sun Communities, Inc. (SUI) - Real Estate

• Hyatt Hotels, Inc. (H) - Consumer Discretionary

• Old Dominion Freight Line (ODFL) - 
Industrials

• PVH Corp. (PVH) - Consumer Discretionary

• Littelfuse, Inc. (LFUS) - Information Technology

• Increase in Information Technology 
and Real Estate

• Decrease in Consumer Discretionary



Separately Managed Accounts | Mid Cap Growth Portfolio 

Two Seaport Lane Boston MA02210 800.234.4516 www.congressasset.com | 4

Gross Domestic Product (GDP) remains in the 2-3% range while 
much of the developed world registers at 1% or less.  For the U.S., the 
difference maker is jobs.  We continue to generate 156,000 jobs per 
month on average, lower than last year but strong enough to maintain 
unemployment at 4%.  A recent Census Bureau report drives home 
the bonus effects of a decade of job growth.  The poverty rate fell again 
in 2018 and now stands at the lowest level since 2001.  Employment 
increased by 2.3 million last year with the biggest gains in minority 
female-led households.  Wages have picked up as well, putting more 
money in workers’ pockets. 

A rarely discussed risk to domestic growth is the tight labor market.  
Companies are finding it difficult to find qualified workers.  There are 
currently 1.2 million more job openings than unemployed.  The inability 
to hire qualified workers is itself a drag on growth.  

The housing market has largely treaded water over the last two years.  
However, mortgage rates have fallen along with interest rates, improving 
affordability.  August housing data rebounded with both housing starts 
and permits up, although far below peaks reached prior to the last 
recession.  Sales for new and existing homes have also rebounded.  A 
sustained uptick in housing would benefit a broad swath of the economy.

Consumer and employment strength have been vital to sustaining the 
expansion.  Corporate profits and capital expenditures have stagnated 
this year as most companies have little pricing power, yet are forced to 
pay more for wages and benefits.

Capital spending has also slowed.  Companies are steering through 
uncertainty, in large part because of the trade negotiations which are 
disrupting capital allocation decisions. The path forward for trade 
remains murky.   In advance of the initial tariff increases in 2018, 
businesses stocked extra inventory.  That pulled some investment and 
growth forward, leaving companies amply supplied with minimal 
investment appetite in 2019.  There are some indications that those 
accumulated inventories have been worked down and investment 
could increase as the 4th quarter progresses.  However, the longer tariff 
uncertainty persists, the more it will weigh on investment spending.  

Concerns relating to economic growth are understandable.  Our new 
and evolving trade policy is undoubtedly nationalistic.  This policy 
reverses decades of loosening trade restrictions and upends global trade 
agreements, not just U.S. related ones.  History suggests that targeted 
tariffs can lead to more restrictive measures that curtail growth and 
employment.  The current plan remains targeted at China as constructive 
progress has been made with Japan, Canada, and Mexico.

At the same time, political rhetoric emanating from Washington is 
acerbic.  Reasonable voices on both sides of the aisle are drowned out 
by extremes, resulting in animosity and limiting Congress’ effectiveness.  
Acrimony is unlikely to improve with an election less than 15 months 
away and a pending impeachment inquiry looming.       

The impeachment inquiry is a political exercise.  While the political 
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stakes are massive, the near-term economic effects are smaller.  There is 
always headline risk, but the stock market will predominately react to 
structural changes in the economic outlook.  It is more likely that the 
2020 election will be more impactful for the economy and markets than 
the impeachment process.  

The Federal Reserve expressed concern about the global slowdown and 
changes in trade policy, and it responded by twice lowering rates in the 
3rd quarter, by 50 basis point in the aggregate.  The actions are intended 
to encourage investment and help normalize the yield curve.  There is 
evidence that low rates are cultivating future investment as corporate 
bond issuance surged in September, supplying companies with funds 
for future investment and providing an income stream for yield starved 
investors. 

The U.S. economy remains stronger than commonly perceived.  The 
expansion is built on broad employment gains that have bolstered 
consumer confidence.  Wage growth is accelerating and improving 
spending capacity.  Consumers are willing to use that capacity on 
innovative products and services, many of which did not exist a decade 
ago.  Financial headlines touting economic slowdowns in Europe and 
China fall on deaf ears for the average consumer who is more concerned 
with job security and wage growth. 

Corporate spending is more challenged, but hardly contracting.  
Domestic corporations continue to innovate.  The low interest rate era 
has allowed banks to solidify their balance sheets and companies to 
secure attractive financing.  Perhaps to a greater extent than foreign 
corporations, domestic firms can withstand short term economic 
slowdowns without massive layoffs.     

Financial markets, particularly stocks and bonds, are susceptible to 
headline induced volatility spikes.  The fundamentals underlying the 
domestic economy, however, are solid and suggest the expansion should 
continue through the next year.  Stocks remain the preferred asset class as 
earnings growth is anticipated to improve as 2020 approaches. 
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Congress Asset Management Co. Mid Cap Growth Composite
1/1/2009 - 12/31/2018

2019_Q3_MCG_COMM_MSWM_01
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%
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Assets                       
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Total Firm Discre-
tionary Assets 
End of Period 
($ millions)

Total Firm                
Assets                       

End of Period #
($ millions)

2018 -3.5 -3.9 -4.8 12.2 12.8 506 0.45 850 7,102 10,234

2017 17.7 17.2 25.3 10.8 10.9 447 0.65 763 7,272 10,546

2016 13.9 13.3 7.3 12.0 12.2 105 0.54 431 5,693 8,139

2015 1.9 1.4 -0.2 11.4 11.3 50 0.42 221 5,941 7,094

2014 13.0 12.4 11.9 10.8 10.9 41 0.51 145 6,328 7,449

2013 37.9 37.3 35.7 13.2 14.6 35 0.38 84 6,489 7,467

2012 10.4 9.8 15.8 17.0 17.9 26 0.46 43 6,755 7,498

2011 12.7 12.1 -1.7 19.1 20.8 22 0.67 30 6,329 7,014

2010 40.2 39.4 26.4   15 0.65 20 6,416 6,678

2009 25.7 25.1 46.3   11 0.85 11 5,263 5,463

#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 – 12/31/18.  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 Mid Cap Growth Composite has been examined 
for the periods 10/1/99 – 12/31/18.  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 Mid Cap Growth Composite was created on October 1, 1999.  This inception date reflects the first full month in which 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 mid cap growth style for a minimum of one full month.  
The mid cap growth strategy invests in the equity of high quality companies with market capitalizations between $800 million and $15 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 $500 thousand (US dollars).  Prior to September 1, 2005 the composite 
did not include private client accounts or accounts with less than $1 million.  The primary composite benchmark is the Russell Midcap Growth Index.  The benchmark returns are not covered by the 
report of independent verifiers.  Closed account data is included in the composite as mandated by the standards in order to eliminate a survivorship bias.  The % of the composite represented by non-fee 
paying accounts at annual period end was 100% 1999-2001, 36% in 2002, 20% in 2003, 15% in 2004, 13% in 2005, 22% in 2006 and 18% in 2007.  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.  Prior to 2007 net of fees returns were calculated by reducing gross returns by the highest man-
agement fee in the Mid Cap Growth composite, which was 1.00%.  Effective January 1, 2007 net of fees returns are calculated using actual management fees.  The composite results portrayed reflect the re-
investment 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 for 2009 and 2010 as it is not required for periods prior to 2011.

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.


