
The small cap market, as defined by the Russell 2000 Index, fell -20.2% for the fourth quarter of 2018 and -11.0% for 
the full year.  The benchmark’s best performing sectors during the quarter were Utilities and Consumer Staples.  Both 
of these sectors are viewed as safe havens and benefitted as investors sought stability during the quarter’s dramatic 
decline.  At the other end of the spectrum, Energy was the worst performing sector in the benchmark.  Investors 
shunned risk assets and Energy equities underperformed as the price of oil declined nearly 40% during the quarter.   

The strategy returned -21.7% (-22.0% net) for the fourth quarter, which was an underperformance of -1.5% on a 
gross of fee basis relative to the Russell 2000 Index.  This brought our year to date return to -15.1% (-15.9% net), 
which was an underperformance of -4.1%. From a sector perspective, Financials and Consumer Discretionary were 
areas of weakness, while Health Care was a relative bright spot for the strategy.  

Stock selection within Financials was the main driver of our relative underperformance.  The strategy had an 
overweight position in regional banks relative to the benchmark due to our belief that a rising rate environment 
would allow for net interest margin expansion.  Unfortunately, economic weakness in other parts of the world saw 
yield seeking investors purchase the 10-year US Treasury, holding its yield in check while short rates continued to 
rise due to the Federal Reserve’s actions.  As a result, the yield curve flattened and put pressure on bank margins 
and investors abandoned the group.  

The portfolio’s Consumer Discretionary holdings also underperformed relative to the benchmark on an attribution 
basis.  In particular, the strategy’s stock selection within the Hotels Restaurants & Leisure industry was detrimental.  
The strategy held two regional gaming stocks which underperformed as weak Macau data led to gaming related 
stocks being indiscriminately sold.  
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• Small Capitalization stocks (as represented by the Russell 2000 Index) fell -20.2% during the quarter.

• The Glenmede Small Cap Equity strategy’s natural bias towards higher quality, more attractively valued, and  
 larger companies all proved to be headwinds for the quarter. 

• From a sector perspective, Financials and Consumer Discretionary were areas of weakness, while Health  
 Care was a relative bright spot for the strategy.  

HIGHLIGHTS



The views expressed represent the opinions of the portfolio managers as of December 31, 2018. There can be no assurance that the same factors would result 
in the same decisions being made in the future. In addition, the views are not intended as a recommendation of any security, sector or product. Past performance 
is not indicative of future performance. Returns reported represent past performance and are not indicative of future results. Actual performance may be lower or 
higher than the performance set forth above. For institutional adviser use only, not intended to be shared with retail clients.

SMALL CAP EQUITY COMMENTARY: Q4  |  GLENMEDE INVESTMENT MANAGEMENT

The portfolio’s Health Care sector holdings were a bright spot, outperforming  on an attribution basis for the quarter.  
Strong stock selection across industry groups was the driving factor for performance within the sector.

Entering 2019, we believe that U.S. economic growth is likely to moderate but avoid contraction as corporate earnings 
prove resilient and the labor market remains robust.  Risk factors to this view could include extended trade wars, 
heightened geopolitical uncertainty, and a monetary policy mistake.  We believe the indiscriminate sell off to end 2018, 
and the resulting valuation multiple compression, has left the strategy with a compelling risk/reward profile.  

GLENMEDE’S SMALL CAP SECTOR POSITIONING
AS OF DECEMBER 31, 2018

We believe the U.S. economy likely to experience moderate growth
DRIVERS: Low unemployment and wage inflation
RISKS: Continued trade wars, geopolitical uncertainty and U.S. political environment
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The views expressed represent the opinions of the portfolio managers as of December 31, 2018. There can be no assurance that the same factors would result 
in the same decisions being made in the future. In addition, the views are not intended as a recommendation of any security, sector or product. Past performance 
is not indicative of future performance. Returns reported represent past performance and are not indicative of future results. Actual performance may be lower or 
higher than the performance set forth above. For institutional adviser use only, not intended to be shared with retail clients.

SMALL CAP EQUITY Composite Performance (%)

As of 12/31/2018 QTD YTD 1 YEAR 3 YEAR* 5 YEAR* 10 YEAR*

SINCE  
INCEPTION* 

(3/31/91)

Glenmede (Gross) -21.7 -15.1 -15.1 5.7 3.8 13.8 10.7

Glenmede (Net) -22.0 -15.9 -15.9 4.7 2.8 12.7 9.9

Russell 2000 Index -20.2 -11.0 -11.0 7.4 4.4 12.0 9.2

*Annualized 

Glenmede Investment Management, LP claims compliance with the Global Investment Performance Standards (GIPS®). 

Glenmede Investment Management, LP, a registered Investment Advisor, is an affiliate of the Glenmede Trust Company, NA (GTC). The “Firm” is defined as all 
investment advisory accounts managed by Glenmede Investment Management LP. Effective January 1, 2007, the Investment Product Management Group of 
GTC became Glenmede Investment Management, LP. All performance prior to January 1, 2007, shown here as the performance of GIM, was previously reported 
as the performance of the Investment Product Management Group of the Glenmede Trust Company.

Past performance is not indicative of future performance and may be lower or higher than the performance quoted. All of the composites’ valuations and 
returns are computed and stated in U.S. Dollars.  Additional information regarding the Company’s policies for valuing portfolios, calculating performance and 
preparing compliant presentations, is available upon request. A GIPS® compliant presentation, as well as a complete list of firm composites and performance, 
can be requested from Jeffrey Coron at 215.419.6627. Please see the GIPS® presentation for further explanation.

The Small Cap Equity Composite objective is to provide maximum long-term total return consistent with reasonable risk to principal, by investing primarily in 
common stocks with market capitalization at the time of purchase less than the maximum capitalization permitted for a stock in the Russell 2000 Index. The 
Russell 2000 Index is an unmanaged, market value weighted index, which measures performance of the 2,000 companies that are between the 1,000th and 
3,000th largest in the market.  One cannot invest directly in an index.


