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Market Overview
Major equity indexes closed the quarter higher despite a volatile February and March amid continued concern about rising short-
term interest rates. The U.S. Federal Reserve (Fed) delivered two more 25-basis point (bp) interest rate hikes, pushing the federal 
funds rate to 5% on the upper bound, and continued the $95 billion per month tapering of its balance sheet. Despite the monetary 
tightening, some investors continued to take solace that the rate hikes may end soon. Inflation reports remained important, and 
although progress is slow, inflation trended lower, which gave further comfort to bulls, along with generally steady economic data.  

The war in Ukraine continues as Russia called up military reserves even as western powers pour more resources into the fight. Oil 
prices continued to retreat as rising interest rates began to curtail growth in global fuel demand; the U.S. government signaled its 
lack of desire to refill the Strategic Petroleum Reserve; China signaled sub-5% gross domestic product (GDP) growth ahead even 
as it emerged from COVID lockdowns; and Russian oil production proved resilient despite sanctions. The European Central bank 
continued to raise interest rates as it fights inflation. Overall, markets began to anticipate a significant slowdown in monetary policy 
tightening.
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Characteristics

Total Net Assets  
(billions): $3.66

Number of holdings: 139

Top 10 Holdings
Quanta Services

CenterPoint Energy

WEC Energy Group

CBOE Global Markets

Teradata

STAG Industrial

Splunk

Agilent Technologies

Ulta Beauty

Edwards Lifesciences

Please consider the investment 
objectives, risks, charges, 
and expenses of any fund 
carefully before investing. Call 
800.421.4184 or your financial 
professional for a prospectus, 
which contains this and other 
important information about 
the funds. Read the prospectus 
carefully before you invest or 
send money.

Portfolio Review

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

Align Technology 1.09 0.47

Quanta Services 2.35 0.37

Teradata 1.76 0.28

Floor & Décor 0.58 0.22

Workday 1.00 0.21

Worst Securities

Ally Financial 0.36 -0.32
Ovintiv 1.00 -0.27
Chesapeake Energy 0.98 -0.25
SVB Financial Group 0.50 -0.23
Discover Financial Services 0.63 -0.21

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, Scout Investments, 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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Orthodontic treatment systems provider Align Technology topped the list of contributors for the quarter as its earnings easily beat 
pessimistic estimates, and it benefited from better sentiment about growth stocks as long-term interest rates rolled over.   

Shares of utility and energy construction contractor Quanta Services continued their steady climb on optimism about the electric 
utility capital spending needed to power the growth of electric vehicles and the transition to renewable power generation. 
Quanta’s earnings also exceeded estimates and the company reported strong bookings for the quarter. 

Enterprise data analytics company Teradata posted solid earnings that exceeded estimates and propelled the stock higher. 
Sentiment was further helped by strong cloud-based sales. Teradata is benefiting from a new product cycle with VantageCloud 
Lake, which we believe makes its offering more competitive as it enables flexibility of assigning workloads to different parts of the 
enterprise and the tackling of incremental new data workloads.  



Home decorating and remodeling retailer Floor & 
Décor Holdings performed well, posting earnings 
that exceeded estimates with double-digit 
percentage sales growth and better gross margins 
despite rising interest rates.  

Human resources and financial management 
cloud software company Workday reported 
earnings that solidly exceeded estimates, a 
double-digit percentage sales increase, and higher 
gross margins as it continues to dominate the 
enterprise cloud-based human resources 
software market and is increasingly competitive in 
financial management software.

Auto Finance and online banking company Ally 
Financial brought up the rear as it got caught up in 
the general selloff in banks triggered by the 
collapse of Silicon Valley Bank.  

Despite production cuts pledged by the 
Organization of Petroleum Exporting Countries 
(OPEC), energy exploration and production 
companies Ovintiv and Chesapeake Energy 
experienced the pressures to oil prices discussed 
previously. We had thought that China re-opening 
would help to stabilize oil prices, along with 
consistent OPEC production discipline, but this 
was not the case. Chesapeake in particular was 
harmed by falling U.S. natural gas prices as 
production stayed high in Louisiana, boosting 
supplies, and U.S. winter weather came in on the 
warm side, curtailing demand. We continue to be 
bearish on U.S. gas prices for now due to 
overproduction and lack of discipline by the 
industry.  

The Fund’s small position in technology banking 
giant SVB Financial Group was overwhelmed by 
poor performance caused by a bank deposit run at 
its Silicon Valley Bank. Despite strong capital 
levels according to banking rules and stress tests, 
Silicon Valley Bank had losses on held-to-maturity 
securities that were an earnings headwind as 
interest rates rose. Fear developed and spread 
among Silicon Valley depositors after the 
company attempted to raise capital to bolster 
liquidity, so the Federal Deposit Insurance Corp. 
seized the bank.    

Finally, Discover Financial Services, the credit card 
and online banking company, rounded out the 
bottom five contributors as it declined in 
sympathy with other banks. 

Outlook
Whether the final lows have been seen in this 
market is still an open question, but we believe 
that interest rate hikes have inflicted near-term 
damage to the economy, and the fallout should be 
evident in the wake of the collapse of bank stocks, 
most notably the failure of Silicon Valley Bank and 

Signature Bank. Following these failures, the 
Federal Reserve and the Federal Home Loan Bank 
System both flooded the banking system with 
loans to any bank that needed liquidity, seemingly 
implementing the historical 19th century 
“Bagehot’s Dictum” of central banks lending freely 
against good collateral to avert a crisis, but absent 
the “penalty rate” that the famous English 
journalist and businessman Walter Bagehot 
recommended. Given that the Fed seems less 
interested in hiking interest rates aggressively, and 
because of the large number of bears on the 
street, as evidenced by the American Association 
of Individual Investors Sentiment Survey’s bulls to 
bears ratio recently gyrating in a pessimistic range 
below 1.0%, we remain cautiously optimistic, while 
acknowledging that the Fed does have the power 
to cause recession.  Stocks should remain volatile 
as economic data unfolds. The Fund remains 
nearly fully invested, positioned with a low-beta 
portfolio.

As discussed previously, inflation and Fed actions 
took center stage this past quarter. We are 
encouraged that leading indicators of inflation 
have rolled over, and monthly inflation readings 
have showed some signs of deceleration. 
Longer-term, we believe burdensome debt levels, 
technological progress, and demographics should 
help return inflation and interest rates to more 
modest levels, although the new trend of 
“reshoring” manufacturing capacity from overseas 
locations back to the United States may keep 
inflation from falling back to the lows.  

The Fund’s portfolio is invested somewhat 
defensively with a significant overweight in 
consumer staples, barbelled with modest 
overweights in the more cyclical energy, 
technology, materials, and consumer discretionary 
sectors. We have sharply reduced exposure to the 
banking industry as we expect margins may come 
under pressure, and the industry may be hurt by 
developing weakness in commercial real estate, 
particularly among office buildings. The longer-
term picture remains bullish for oil as drilling 
activity is subdued in the United States and 
worldwide. We view the bear market in energy 
prices recently as a pause in a longer-term bull 
market that should eventually send oil prices 
much higher. The end of Strategic Petroleum 
Reserves oil sales by the U.S. government and a 
re-opening of China may be catalysts for the slide 
in oil prices to end if the Fed achieves a soft 
landing. We are currently overweight materials as 
we are interested in long-term prospects for 
agriculture, and resources demand may recover 
as China improves its growth rate. We balance the 
near-term concern with long-term optimism for a 
number of tech-enabled themes such as artificial 
intelligence, 5G communications, e-commerce, 
cloud software, digital transformation, and 

automotive electrification. At the company-
specific level, we see attractive risk-reward in a 
diverse set of companies across sectors, ranging 
from those in technology and communications 
services, insurance, pharmaceuticals and medical 
devices, conventional and “green” energy, 
consumer products, and utilities, among others.

Risk considerations: 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. 

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 funds 
to underperform other equity funds. 

The Fund may, at times, experience higher-than-
average portfolio turnover, which may generate 
significant taxable gains and increased trading 
expenses, which, in turn, may lower the Fund’s 
return.

Investments in the securities of other investment 
companies, including money market funds and 
exchange-traded funds (“ETFs”) (which may, in 
turn, invest in equities, bonds, and other financial 
vehicles), may involve duplication of advisory 
fees and certain other expenses.

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 Scout Investments is 
the sub-adviser to the Carillon Scout Mid Cap Fund. 

Scout Investments is a wholly owned subsidiary of 
Carillon Tower Advisers. Carillon Fund Distributors is a 
wholly owned subsidiary of Eagle Asset Management 
(a sub-adviser to certain of the Carillon Family of 
Funds) and Eagle Asset Management is a wholly 
owned subsidiary of Carillon Tower Advisers. All 
entities named are affiliates.

Definitions

Basis points (bps) are measurements used in 
discussions of interest rates and other percentages in 
finance. One basis point is equal to 1/100th of 1%, or 
0.01%. 

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. 

Held-to-maturity securities include bonds and forms of 
debt such as certificates of deposit that are purchased 
to be owned until maturity. Thus, they are not useful for 
investors who need cash in the short term.

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 Federal Home Loan Bank System was created 
by the Federal Home Loan Bank Act as a government 
sponsored enterprise to support mortgage lending 
and related community investment. It is composed of 
11 regional Federal Home Loan Banks, about 6,800 
member financial institutions, and the system’s fiscal 
agent, the Office of Finance. Each Federal Home Loan 
Bank is a separate, government-chartered, member-
owned corporation.

Bagehot’s Dictum holds that to avert panic, central 
banks should lend early and freely -- that is, without 
limit -- to solvent firms, against good collateral, at high 
rates. The dictum was set forth by English journalist 
and businessman Walter Bagehot in his 1873 book, 
“Lombard Street: A Description of the Money Market.”

The American Association of Individual Investors 
Sentiment Survey reflects answers offered each week 
by AAII members to the question: What direction do they 
feel the stock market will take in the next six months? 
Answers are sorted into bullish, neutral, and bearish 
categories.The survey’s ratio of bulls to bears is 
calculated by subtracting bullish responses from 
bearish responses.

Beta is a measure of the volatility or systemic risk of 
a security or portfolio compared with the market as a 
whole.

Defensive stocks provide consistent dividends and 
stable earnings regardless whether the overall stock 
market is rising or falling. Companies with shares 
considered to be defensive tend to have a constant 
demand for their products or services and thus their 
operations are more stable during different phases of 
the business cycle.

A barbell investment strategy entails investing in a mix 
of higher-risk and very low-risk assets while avoiding 
investments in the middle range of the risk-reward 
spectrum.

Cyclical stocks have prices influenced by 
macroeconomic changes in the economy and are 
known for following the economy as it cycles through 
expansion, peak, recession, and recovery.

Benchmark Index

The Russell Midcap® Index, the Fund’s benchmark, 
measures the performance of the mid-cap segment of 
the U.S. equity universe. The stocks are also members 
of the Russell 1000 Index. 

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 distribution 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 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.

©2023 Carillon Tower Advisers, Inc. All rights reserved.
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