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Why Invest in Mid-Cap Equities Now?

Amid the historic rise in U.S. equity markets from the 
COVID-19-driven lows in March 2020, most of the 
narrative has focused on the outperformance of mega-
cap technology and small caps. However, one asset class 
has received little attention throughout the rebound: mid 
caps. 

Although mid caps tend to be under-owned and absent 
from market dialogue, most of us are generally familiar 
with some of their key advantages: strong earnings 
growth potential, stable balance sheets, high-quality 
management, and potential inefficiencies as they are 
underrepresented in portfolios and sometimes not 
regarded as a discrete asset class. Perhaps most 
importantly, mid caps offer competitive risk-adjusted 
returns relative to small, SMID, and large capitalizations, 
even after the big runs that both mega-cap technology 
and small-cap companies have experienced over the past 
year.

While the advantages of mid caps are fairly compelling, 
one must still consider the current environment and ask 
why it makes sense to invest in this asset class now? After 
all, mid caps already have rebounded strongly, surging 
112.7% from the market low on March 23, 2020, through 
Sept. 30, 2021. History shows strong, durable mid-cap 
performance, particularly following  periods of sharp market 
volatility like the “corona crash,” the Global Financial Crisis 
(GFC), or the bursting of the tech bubble. In fact, mid caps 
have historically performed best in modest-GDP growth 
environments,  like we saw after these market events — 
and what we are likely to witness as the current economy 
recovers. The key is that this performance is not transitory, 
but can last longer term.

History shows strong, durable 
mid-cap performance, particularly 
following periods of sharp market 
volatility like the “corona crash,” the 
Global Financial Crisis, or the 
bursting of the tech bubble.

Perhaps most importantly, mid 
caps offer competitive risk-adjusted 
returns relative to small, SMID, and 
large capitalizations.

Mid caps have provided 
stronger risk-adjusted returns than 
the other capitalization ranges
Russell index performance and standard deviation 
(1/1/1979 – 9/30/2021)

Annualized 
Return

Standard 
Deviation Sharpe Ratio

Russell Midcap 13.43% 16.80% 0.54

Russell Top 200 11.97% 14.96% 0.50

Russell 2000 11.71% 19.62% 0.37

Russell 2500 12.91% 18.27% 0.46

Source: Bloomberg, as of 9/30/2021

Source: Russell, as of 9/30/2021
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3m, 6m, 12m periods calculated post market lows of 10/9/02, 3/9/09, 3/23/20.

Source: Bloomberg, as of 9/30/2021

Additionally, as geopolitical concerns increase and global 
growth concerns linger, companies with more leverage 
to the U.S. economy could provide additional safety. 
Mid-cap equities are actually very similar to small-cap 
companies with respect to U.S. revenue exposure – 
the Russell Midcap® Index derives 70.3% of revenues 
domestically and the Russell 2000® derives 78.2%, 
while the Russell 1000® gets only 61.5% from the U.S.  
This domestic focus mattered in 2019 when mid caps 
outperformed large caps for the first three quarters as 
trade tensions intensified.

While mid caps might stay under the radar in typical 
market dialogue, this asset class boasts the best risk-
adjusted returns, has performed the best in modest 
growth GDP environments, can benefit from a larger U.S. 
focus, and remains underinvested. These characteristics 
all provide tailwinds for mid caps going forward.
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Mid caps are resilient
in recovery environments
Performance of mid caps over time
periods following market crashes
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Contact us to learn more about our active mid-cap solutions.
Call 1.800.521.1195 or visit carillontower.com

About Carillon Tower Advisers
Carillon Tower Advisers is a global asset management company that combines the exceptional insight and agility of individual 
investment teams with the strength and stability of a full-service firm. Together with our partner affiliates – ClariVest Asset 
Management, Cougar Global Investments, Eagle Asset Management, Reams Asset Management (a division of Scout Investments) 
and Scout Investments – we offer a range of investment strategies and asset classes, each with a focus on risk-adjusted returns 
and alpha generation. Carillon Tower believes providing a lineup of institutional-class portfolio managers, spanning a wide range 
of disciplines and investing vehicles, is the best way to help investors seek their long-term financial goals.

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.
Mid-cap and small-cap stocks may temporarily fall out of favor or perform poorly relative to other types of investments. While stocks of mid-cap companies may be slightly less volatile than those of 
small-cap companies, they still involve substantial risk.
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.
Real Estate Investment Trusts (REITS) may be affected by economic conditions including credit risk, interest rate risk and other factors that affect property values, rents or occupancies of real estate.
Foreign investments present additional risks due to currency fluctuations, economic and political factors, government regulations, differences in accounting standards and other factors. Investments in 
emerging markets involve even greater risks. Groups of stocks, such as value and growth, go in and out of favor, which may cause certain portfolios to underperform other equity portfolios.

DEFINITIONS
Risk is measured by standard deviation. Standard deviation measures the risk or volatility of an investment’s return over a particular time period; the greater the number, the greater the risk.
Sharpe ratio: a measure that indicates the average return minus the risk-free return divided by the standard deviation of return on an investment.

DISCLOSURES
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.
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 Adviser’s prior written consent, be copied, photocopied or duplicated in any form, by any means.
The views and opinions expressed are not necessarily those of any broker/dealer or any affiliates. Nothing discussed or suggested should be construed as permission to supersede or circumvent any 
broker/dealer policies, procedures, rules, and guidelines.
Investors cannot invest directly in an index and unmanaged index returns do not reflect any fees, expenses or sales charges.
The S&P 500 Index measures change in stock market conditions based on the average performance of 500 widely held common stocks. It is a market-weighted index calculated on a total return basis 
with dividend reinvested. The S&P 500 represents approximately 75% of the investable U.S. equity market. 
The Russell 2500® Index measures the performance of the smallest 2,500 companies covered in the Russell 3000® index, which represents approximately 19 percent of the total market capitalization 
of the Russell 3000® Index.
The Russell 2000® Index measures the performance of the 2,000 smallest companies in the Russell 3000® Index, which represents approximately 8 percent of the total market capitalization of the 
Russell 3000® Index.
The Russell Midcap® Index measures the performance of the mid-cap segment of the U.S. equity universe. The Russell Midcap is a subset of the Russell 1000® Index. It includes approximately 800 of 
the smallest securities based on a combination of their market cap and current index membership. The Russell Midcap represents approximately 31% of the total market capitalization of the Russell 
1000 companies.
The Russell 1000® Index measures the performance of the 1,000 largest companies in the Russell 3000® Index, which represents approximately 92 percent of the total market capitalization of the 
Russell 3000® Index.
The Russell Top 200® Index measures the performance of the 200® largest companies in the Russell 3000® Index, which represents approximately 63% of the total market capitalization of the Russell 
3000® Index.
The inception date of the Russell 3000® Index is January 1, 1984. The inception date of the Russell 3000E® Index is June 1, 2005. All performance presented prior to the index inception date is back-tested 
performance. Back-tested performance is not actual performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was officially 
launched. However, back-tested data may reflect the application of the index methodology with the benefit of hindsight, and the historic calculations of an index may change from month to month based 
on revisions to the underlying economic data used in the calculation of the index. To learn more, visit www.ftserussell.com or email info@ftserussell.com.
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.
©2021 Morningstar, Inc. All Rights Reserved. Certain information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not 
warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information.




