
INSIGHT  |  COMMENTARY 

 

880 Carillon Parkway   |   St. Petersburg, FL 33716   |   800.421.4184   |   carillontower.com/our-funds/fund-strategies

Carillon Fund Distributors, Inc., Member FINRA

Not FDIC Insured May Lose Value No Bank Guarantee

Market Overview
In the first quarter of 2023, small-cap stocks generally performed well with mixed results from the style indexes. The 
Russell 2000® Growth Index (up 6.07%) posted solid gains, bucking the trend of underperforming the Russell 2000® 
Value Index (down 0.67%) for the better part of the last two years. The top-performing sector within the Russell 2000 
Growth Index was information technology (up 13.99%), narrowly outpacing consumer discretionary (up 13.18%) and 
communication services (13.14%). Consumer staples (up 8.72%) and industrials (up 7.68%) also helped contribute 
some meaningful gains. In contrast, energy (down 7.31%) detracted from performance, with healthcare (down 0.04%) 
underperforming to a lesser extent. Also lagging were real estate (up 0.76%) and financials (up 1.14%) lagged.
.

Lattice Semiconductor provides programmable chips. Investors have appreciated the company’s robust growth 
combined with increasing margins and cash flow. Furthermore, the product launch for the next-generation chip went well 
and we believe sets the company up for continued healthy growth this year and beyond.

Silicon Laboratories provides silicon, software, and solutions used in a variety of technologies. Shares responded 
positively to a solid earnings report in which management discussed improving order patterns that suggest the inventory 
correction is over and points to an improving growth profile in the first half of the year.

Wingstop is a franchisor and restaurant operator that specializes in cooked-to order chicken wings in a fast-casual 
setting. The stock performed well, driven by continued quarterly results in excess of Wall Street expectations. Wingstop 
continues to benefit from its new chicken sandwich, a new relationship with a leading food delivery service, and chicken 
wing input costs that are moderating.

Qualtrics provides experience management software that enables its customers to use consumer and employee 
feedback to drive customer satisfaction, higher revenues, and improve user companies’ products and reputations. The 
company agreed to be acquired by a private equity firm for a significant premium, sending the stock higher.

Investment Team*
Eric Mintz, CFA
Managing Director and
Portfolio Manager

Chris Sassouni, D.M.D.
Portfolio Manager

David Cavanaugh
Portfolio Manager

* Portfolio Manager Bert Boksen,
CFA, retired from the investment
team as of March 1, 2023

Characteristics 

Total Net Assets  
(millions): $683.17

Number of holdings: 84

Top 10 Holdings
Viper Energy

Silicon Laboratories

Lattice Semiconductor

Ritchie Bros. Auctioneers

Quaker Chemical

PJT Partners

Summit Materials

Celsius

Kinsale Capital Group

Landstar System
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Portfolio Review

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

Lattice Semiconductor 2.41 0.94

Silicon Laboratories 2.91 0.75

Wingstop 2.16 0.66

Qualtrics 0.86 0.57

Xponential Fitness 1.36 0.40

Worst Securities

Halozyme Therapeutics 1.79 -0.83

Chegg 0.78 -0.44

Viper Energy 3.83 -0.41

Liberty Energy 1.65 -0.36

Universal Electronics 0.61 -0.34

As of March 31, 2023. 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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Xponential Fitness, a global franchisor of 
boutique fitness brands, performed well, driven 
by strong quarterly results coupled with upbeat 
guidance for the coming year. Xponential Fitness 
continues to grow new boutique fitness units 
while driving up the use of its existing units.

Halozyme Therapeutics is a biopharmaceutical 
technology platform company. The Centers for 
Medicare & Medicaid Services recently provided 
additional guidance on the Inflation Reduction 
Act that could hurt sales of Darzalex Faspro, 
the company’s main product. According to 
the published guidance, price negotiations for 
Darzalex will occur much earlier than originally 
expected, posing a risk to the durability of the 
company’s largest royalty stream. 

Chegg operates a direct-to-student learning 
platform. The stock came under pressure during 
the quarter as its guidance for the coming year 
was disappointing. In addition, the emergence of 
a high-profile artificial intelligence chatbot as a 
potential long-term competitive threat weighed 
on the stock.

Viper Energy owns and acquires mineral and 
royalty interests in oil and natural gas properties 
primarily in the Permian Basin of western Texas 
and southeastern New Mexico. The stock 
underperformed as it largely tracked the broader 
downward move in crude oil and natural gas 
commodity prices. The Fund’s longer-term 
core investment thesis for Viper remains intact 
because its position allows the company to 
benefit from any potential upward move in crude 
oil prices while simultaneously avoiding the 
accelerating service costs being experienced 
by traditional exploration and production 
companies.

Liberty Energy provides hydraulic services and 
related technologies to onshore oil and natural 
gas exploration and production companies in 
North America. Investor have been concerned 
about the impact that recent softness in natural 
gas and crude oil prices would have on overall 
production activity in the United States. Onshore 
shale basins weighed on the company’s stock 
in the latter stages of the quarter. However, 
we believe the recent commitment by the 
Organization of the Petroleum Exporting 
Countries (OPEC) to reduce production to 
balance global supply and demand should result 
in healthy levels of North American shale activity 
and provide support to Liberty’s shares.

Universal Electronics designs and manufactures 
wireless universal control solutions for home 

entertainment and smart-home devices. The 
stock performed poorly, driven by weak quarterly 
results coupled with a disappointing forward 
outlook. The company’s guidance reflects a 
more difficult demand environment on top of 
continuing supply chain challenges. We sold the 
stock.

Outlook
Equity markets posted solid first-quarter returns, 
culminating a three-month period marked by 
notable bouts of volatility. The quarter began 
with a textbook “January effect” bounce as 
many oversold stocks recovered from severely 
depressed levels. By mid-February, however, 
equity markets retraced some of their early 
gains as stronger than expected economic data 
led investors to believe that the U.S. Federal 
Reserve (Fed) had more work to do to dampen 
inflationary forces. In March, a startling upheaval 
in the banking sector swung investor sentiment 
to the belief that the Fed’s fight against inflation 
may be closer to its end. In fact, the current 
fed futures curve indicates that investors now 
expect that the Fed will likely lower interest rates 
in the second half of the year. Importantly, most 
gauges of inflationary pressures suggest that 
Fed has made considerable progress, and we 
believe the downward trend should continue. 
Although rarely mentioned by Fed officials, the 
money supply has contracted sharply and will 
likely contribute to a further slowing in inflation. 
Historically, stocks have performed well when 
the Fed pivots from monetary tightening to 
easing. Although the outlook for earnings into 
a slowing economy and the lagged impact of 
tighter monetary policy remain key investor 
concerns, the surprising resilience of the labor 
market suggests that the widely anticipated 
slowdown in economic activity could be modest. 
Such an outcome would quell the bearish thesis 
that corporate earnings are set for a steep 
decline in the coming quarters. Although we 
believe the remainder of 2023 likely will see 
a continuation of the volatility that began the 
year, we expect that the market will continue 
its upward trend from the October lows that 
coincided with the peak in inflationary data.  

The outlook for the cyclical areas of the 
market appears balanced given reasonable 
valuations on normalized earnings in the face 
of a slowing economy. We believe that stock 
selection remains key within industrials as credit 
conditions have tightened in the aftermath of 
the fallout across the regional banking system, 
which accounts for a substantial percentage of 
commercial and industrial lending. Specifically, 
we favor stocks with low financial leverage that 

have exposure to less-cyclical end markets 
that should prove to be more resilient in a more 
challenging economic environment. 

The energy sector began the year on a weak 
note as crude and natural gas prices fell in 
response to the weakening demand outlook. 
We remain impressed with the disciplined 
approach to capital allocation across the sector 
and believe that any downturn will likely prove 
to be shallow and short-lived. Management 
teams remain focused on returning value to 
shareholders through buybacks and dividends. 
This framework has reduced the likelihood of a 
dramatic rise in supply that would prolong the 
current downturn. OPEC’s recent commitment 
to reducing supply in the current market should 
further help balance supply and demand. 
Additionally, we favor oil services stocks 
that trade at extremely depressed multiples 
despite the apparent need for increased service 
intensity per well as many exploration and 
production companies grapple with diminishing 
well productivity as they move to drilling less 
productive acreage.

The first quarter of 2023 continued the rotation 
that had begun in November of last year, which 
favored stocks that had underperformed through 
November of 2022. Those same stocks had 
several other characteristics – including being 
in the smallest quintile in market capitalization, 
being non-earners, having high levels of short 
interest, and being lower quality – that are not 
at all the things we traditionally seek. In addition 
to this headwind, healthcare overall did not 
perform well during the quarter relative to our 
respective benchmarks. Biotechnology was the 
largest laggard in the healthcare space, driven 
by several biotech companies reporting clinical 
results that did not meet expectations. For the 
time being, biotech is simply out of favor as 
the appetite to finance these companies has 
waned considerably in both private and public 
markets. Despite the underperformance, we 
continue to hold roughly a benchmark weighting 
with a strong belief that innovation in the 
sector will reward patient and skilled investors. 
In the non-biotech portions of healthcare, 
it has proven to be a real challenge to find 
stocks that are relatively free of regulatory or 
competitive issues. We have been fortunate 
to find a few solid performers, with certain 
companies providing patient solutions far 
exceeding company and investor expectations, 
helping to bolster performance. For the second 
quarter, we will look to see if sentiment toward 
biotech stocks and healthcare stocks in general 
improves so that we can take advantage of 
opportunities. 



As the worst of the inflation pressures have 
started to subside and with interest rate 
expectations peaking, the technology sector saw 
strength in the first quarter. With a meaningful 
pullback in valuations and acquisition 
activity remaining healthy, some of the best-
positioned technology companies are seeing 
an improvement in investor sentiment despite 
volatile customer spending patterns, financial 
turmoil, and geopolitical risk. Technology 
companies have been focused in the near 
term on improving their profitability profiles 
by reducing the size of their workforces and 
reining in excess spending, which we believe 
should lead to operating margin expansion in the 
years ahead. Within technology, we continue to 
find attractive opportunities in durable, strong 
companies with healthy balance sheets that 
will benefit from secular themes such as cloud 
computing, artificial intelligence, mobility and 
telecommunications infrastructure, digital 
payments, the “Internet of Things,” smart 
homes, industrial automation, security software, 
e-gaming, and alternative energy.

The current outlook for the financials sector 
is mixed. While the Fed has continued to raise 
interest rates, we suspect we are nearing the end 
of this rate-hiking cycle and we have witnessed 
a pullback in longer-dated rates. We expect 
the recent wave of bank failures coupled with 
the rapid pace of rate hikes will result in slower 
economic growth. In this environment we see 
opportunities in boutique advisory firms poised 
to assist companies restructure their liabilities 
and grow through mergers and acquisitions. 
In addition, we remain constructive on certain 
financial firms that are gaining share. Lastly, 
we see opportunities in pawn lenders, which 
we expect to capitalize as consumers’ overall 
access to credit potentially becomes challenged

Inflation remains the No. 1 issue facing the 
consumer. While moderating a bit over the 
past few months, it remains a headwind to 
consumers’ buying power. Ongoing supply chain 
disruptions are beginning to show signs of finally 
improving. Against this backdrop, we continue 
to see two dynamics at play: Consumers are 
changing what they desire to purchase while at 
the same time looking for value in certain areas. 
Some of the areas we are currently excited 
about and see attractive opportunities in include 
companies selling fitness services as part of a 
longer-term health and wellness trend, as well 
as restaurants and specialty retailers offering 
discount value products.

Risk Considerations: Investments in small-
cap companies generally involve greater 
risks than investing in larger capitalization 
companies. Small-cap companies often have 
narrower commercial markets and more limited 
managerial and financial resources than larger, 
more established companies. As a result, their 
performance can be more volatile and they face 
greater risk of business failure, which could 
increase the volatility of a fund’s portfolio. 
Additionally, small-cap companies may have less 
market liquidity than larger 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.

Investing in mid-cap stocks may involve greater 
risks than investing in larger, more established 
companies. These companies often have narrow 
markets and more limited managerial and 
financial resources. 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.

Initial Public Offerings (“IPOs”) include the risk 
that the market value of IPOs will fluctuate 
considerably due to the absence of a prior market, 
among other factors.

Past performance is not indicative of future results and 
investing involves risk, including the risk of loss. All 
information as of March 31, 2023. 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 
Small 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.

Definitions

Growth investing is a stock-buying strategy that 
focuses on companies expected to grow at an above-
average rate compared to their industry or the market.

Value investing is an investment strategy that involves 
picking stocks that appear to be trading for less than 
their intrinsic or book value.

A consensus estimate is a forecast of a public com-
pany’s projected earnings, the results of a particular 
industry, sector, geography, asset class, or other 
category, or the expected findings of a macroeconomic 
report based on the combined estimates of analysts 
and other market observers that track the stock or data 
in question. 

The Organization of the Petroleum Exporting Countries, 
also known as OPEC, was founded in 1960 and is a 
permanent organization of 13 oil-exporting developing 
nations that coordinates the petroleum policies of its 
member countries, which are Iran, Iraq, Kuwait, Saudi 
Arabia, Venezuela, Libya, the United Arab Emirates, 
Algeria, Nigeria, Gabon, Angola, Equatorial Guinea, and 
Congo.

The January effect is the term for a perception that 
stoc prices tend to rise in the first month of the year 
following investors selling losing stocks in the previous 
December for tax-loss harvesting, then buying new 
positions in those stocks after the first of the year.

Oversold is a term used to describe a security or group 
of securities believed to be trading at a level below its 
or their intrinsic or fair value.

Retracement is a technical term that describes a 
minor pullback or change in the direction of a stock, 
index, or other financial instrument. Retracements are 
considered to be temporary and do not signal a shift in 
the larger trend.

The fed fund futures curve depicts investor expecta-
tions at a given point in time for the direction of fed 
fund futures pricing for a specified period going 
forward.

Fed funds futures are financial futures contracts that 
are based on the federal funds rate. 

A futures contract is a legal agreement to buy or sell 
an asset at a predetermined price at a specified time 
in the future, which is known as the expiration date. 
Futures contracts are financial derivatives that allow 
investors to speculate on the direction of a particular 
asset and are often used to hedge the price movement 
of the underlying asset to help prevent losses from 
undesired price changes.

The federal funds rate, known as the fed funds rate, is 
the target interest rate set by the Federal Open Market 
Committee of the U.S. Federal Reserve. The target 
is the Fed’s suggested rate for commercial banks to 
borrow and lend their excess reserves to each other 
overnight.



The money supply is the total amount of cash and 
cash equivalents such as savings accounts circulat-
ing in the economy at a particular point in time. The 
U.S. Federal Reserve tracks the money supply from 
month to month and also influences the money supply 
through actins that increase or decrease the amount 
of cash in the economy.

Cyclical stocks have prices influenced by macro-
economic changes and are known for following the 
economy as it cycles through expansion, peak, reces-
sion, and recovery.

Normalized earnings are adjusted to remove the 
effects of seasonality, revenue, or expenses that are 
unusual or one-time influences. Normalized earnings 
help provide a better picture of a company’s true earn-
ings from its normal operations, absent the effects of 
non-recurring events, expenses or revenues that could 
affect a company’s earnings for a brief period of time.

A multiple, sometimes referred as the price multiple or 
earnings multiple, is a measure of a company’s value 
based on the ratio of its current share price to its 
earnings per share. This ratio is known as the price-to-
earnings ratio, or P/E.

Rotation describes the movement of investments in 
securities from one industry, sector, or asset class 
to another as market participants react to or try to 
anticipate the next stage of the economic cycle.

A quintile is a statistical value representing 20% of a 
given set of data. The first, or lowest, quintile repre-
sents the lowest fifth of the data (1% to 20%), and the 
highest quintile represents the top fifth (81% to 100%).

A company’s market capitalization reflects the total 
market value of its outstanding shares of stock.

Short interest is the number of shares that have 
been sold short and remain outstanding. Short is a 
term used to describe a strategy in which investors 
anticipate that prices of securities will fall in the short 
term, so, typically, they sell securities with plans to 
repurchase them later at a lower price. Short interest 
often is seen as an indicator of current market senti-
ment. Rising short interest signals that investors have 
become more bearish. Falling short interest signals 
that they have become more bullish.

Operating margin measures how much profit a 
company makes on a dollar of sales after paying for 
production costs such as wages and raw materials, 
but before paying interest or tax. It is calculated by di-
viding a company’s operating income by its net sales.

Secular stocks are characterized by having consistent 
earnings over the long term constant regardless of 
other trends in the market. Secular companies often 
have a primary business related to consumer staples 
most households consistently use whether the larger 
economy is good or bad.

Benchmark Index:

The Russell 2000® Growth Index, the Fund’s 
benchmark index, measures the performance of the 
small-cap growth segment of the U.S. equity universe. 
It includes those Russell 2000 companies with higher 
price-to-book ratios and higher forecasted growth 
values. 
The Russell 2000® Value Index measures the 
performance of the small-cap value segment of the 
U.S. equity universe. It includes those Russell 2000 
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.

London Stock Exchange Group plc and its group 
undertakings (collectively, the “LSE Group”). © LSE 
Group 2023. FTSE Russell is a trading name of certain 
of the LSE Group companies. Russell® is a trade mark 
of the relevant LSE Group companies and is used 
by any other LSE Group company under license. All 
rights in the FTSE Russell indexes or data vest in the 
relevant LSE Group company which owns the index or 
the data. Neither LSE Group nor its licensors accept 
any liability for any errors or omissions in the indexes 
or data and no party may rely on any indexes or data 
contained in this communication. No further distribu-
tion of data from the LSE Group is permitted without 
the relevant LSE Group company’s express written 
consent. The LSE Group does not promote, sponsor or 
endorse the content of this communication.

The views and opinions expressed are not necessarily 
those of the 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.
©2023 Carillon Tower Advisers, Inc. All rights reserved.
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