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Small Cap Core Equity
Bottom-up fundamental approach focused on investing across the Growth/Value spectrum 

Strategy Overview

Firm AUM: $224.3

Strategy AUM: $3.1B

Inception Date: April 30, 1998

Number of Holdings: Typically 110-135

Benchmark: Russell 2000® Index

Available Vehicles:  Institutional Separate Account

 Collective Investment Trust

Past performance does not guarantee future results. Source: Jennison/Mellon Analytical Solutions. Inception of Small Cap Core Equity Composite: 4/30/98. Periods greater than 

one year are annualized. See disclosures for important information. 

Highlights

 We have a deep and experienced team dedicated to our small and 

midcap strategies, focused on understanding business models and 

investing in companies with long-term appreciation potential. We buy 

businesses rather than just stocks.

 We spend time evaluating the appropriate values for our investments 

even before we buy them. Our price targets allow us to maintain a 

disciplined approach to buying and selling stocks. 

 We explore investment opportunities outside conventional 

boundaries. We are willing and able to investigate controversial or 

complex stories which may be misunderstood and not followed by 

Wall Street.

 A research-intensive approach is used to build diversified portfolios 

with stocks in a variety of industries and sectors that have attractive 

valuations and should experience solid earnings growth on an 

intermediate term basis in our view. 

 The team focuses on business evaluation to identify companies with 

the majority of the following criteria. This list is fluid and focuses on 

what is most relevant to our current thinking. 

 Strong competitive positions

 Quality management teams

 Positive industry dynamics

 Balance sheet flexibility and strength

 Strong earnings growth prospects

Team Members

Portfolio Managers

Average Experience: 23 years

Jason M. Swiatek, CFA

Sheetal M. Prasad, CFA

Eric Sartorius, CFA

Dedicated Analysts: 7

Average Experience: 14 years

Performance 4Q20
Full Year

2020 3 Years 5 Years 10 Years
Since 

Inception

Small Cap Core Equity Composite (Gross) 32.2% 39.5% 16.3% 16.0% 13.7% 11.1%

Small Cap Core Equity Composite (Net) 32.0 38.7 15.6 15.3 13.0 10.4

Russell 2000® Index 31.4 20.0 10.2 13.2 11.2 7.8
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Sector Allocation

For ease of reference, certain similar GICS sectors have been grouped together. Source: Jennison/Melon Analytical Solutions. Cash excluded. See disclosures for important 

information. 

Source: Jennison. See disclosures for important information. 

Representative Portfolio
Russell 2000® Index

Past performance does not guarantee future results. Source: FactSet. The holdings identified do not represent all of the securities purchased, sold or recommended by Jennison during the 

time period shown. A complete list of holdings and how each contributed to the representatives portfolio’s return is available upon request. See disclosures for important information.

Source: Jennison/Melon Analytical Solutions. See disclosures for important information. 

Equity Characteristics
Representative 

Portfolio
Russell 2000®

Index

Earnings Per Share Growth 2020E 2% -3%

Earnings Per Share Growth 2021E 34% 20%

P/E 2020E 51x 129x

P/E 2021E 31x 34x

Weighted Avg. Market Cap $4.1 bil. $3.3 bil.

Median Market Cap $3.7 bil. $0.9 bil.

Dividend Yield 0.8% 1.2%

Number of Holdings 130 2,042

Largest Holdings

Saia 2.0

Bandwidth 1.7

Performance Food 1.6

WillScot Mobile Mini 1.6

Q2 1.6

Varonis Systems 1.5

Brunswick 1.5

Rexnord 1.4

NextEra Energy Partners 1.3

Pinnacle Financial Partners 1.3

15.5%

Largest Absolute

Impact (4Q)
Average 

Weight

Total 

Return

Contribution 

to Return

Average

Weight

Total 

Return

Contribution 

to Return

Top Five Bottom Five

Saia 2.1% 43% 0.95% Bandwidth 2.1% -12% -0.26%

Kontoor Brands 1.2 69 0.85 Vroom 0.6 -21 -0.22

Pinnacle Financial Partners 1.2 82 0.77 Tandem Diabetes Care 0.9 -16 -0.19

Darling Ingredients 1.3 60 0.74 Vital Farms 0.3 -38 -0.18

Cardlytics 0.9 102 0.73 Emergent BioSolutions 0.9 -13 -0.17
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Performance Review

Events in 2020’s final quarter capped off a remarkable year for markets. News in November of the successful clinical trials of two 

vaccines that use the body’s messenger RNA to inoculate against Covid-19, and their subsequent approval for use by the US Food and 

Drug Administration and other global health regulators, marked a watershed in the fight against the pandemic. The development

sparked a further, broader rally in equities, notably benefitting shares of companies most exposed to the negative economic effects of 

the virus. 

The economy continued to recover, but the pace of improvement in consumer spending, confidence, and employment moderated as 

extended negotiations over the size and scope of further fiscal stimulus remained unresolved. The Federal Reserve continued to signal 

sustained policy accommodation. However, investors pushed yields on longer-dated Treasury securities modestly higher, in anticipation 

of broader economic recovery ahead. Housing activity built on its gains, aided by low interest rates and demand for suburban 

accommodation in response to Covid-19.

The Russell 2000® Index (index) recorded its best quarter in its history, gaining 31.4% and outperforming mid- and large-caps by a 

significant amount. Value outperformed growth across capitalizations for the first time all year on a quarterly basis. In the index, 

energy, materials, information technology, and financials were the best performing sectors, all up 35% or better. 

The Small Cap Core Equity Composite (composite) outperformed the index in the fourth quarter (gross and net of fee) and generated 

significant outperformance for the full year. During the quarter in the representative portfolio, stock selection added value in aggregate, 

most notably in financials and information technology. Our best performing holdings were diversified across sectors.

Other than a 3% average cash position which weighed on relative performance, stock selection detracted the most in real estate, 

consumer discretionary and communication services. Key detractors were also found across sectors.

Key Contributors

 Saia is an American trucking company. The company reported solid third quarter results, with margins that exceeded expectations. It 

also experienced material volume acceleration in October, along with accelerating pricing trends. We like Saia’s solid pricing power 

and strong operating leverage. We view the company’s network expansion, both in the Northeast and the company’s legacy footprint, 

as a key driver of growth going forward.

 Kontoor Brands is a clothing company that spun off from the VF Corp. in May 2019, and markets denim clothing under the Lee, 

Wrangler and Rock & Republic brand names. The company reported robust third quarter results, that far exceeding expectations on 

earnings per share (led by a substantial gross margin beat). Management also reinstated both guidance (above expectations) and a

dividend (at a 5% yield), both of which drove the stock’s sharply higher. In our view, Kontoor Brands has a best-in-class wholesale 

distribution that is focused on segmentation, along with several company-specific drivers that should continue to benefit them going 

forward.  

 Pinnacle Financial Partners is a bank holding company. Pinnacle is a commercially-focused, well run bank located in attractive 

markets - Tennessee and the Carolinas - that are growing significantly faster than is the overall U.S. Pinnacle’s growth and strong 

market position has led to extremely strong returns, with a return on assets that are among the best in the group. Its shares rallied 

over the quarter, as the company reported core earnings of $1.41 per share, significantly higher than consensus at $1.10. 

Key Detractors 

 Bandwidth sells software application programming interfaces for voice and messaging, using their own IP voice network. The 

company reported solid third quarter results, partially driven by incremental political spending and COVID-19-related remote work 

volumes. Shares may have been weak due to integration risks with their recent acquisition and challenging comparisons after seeing 

a benefit in the early stages of Covid. We remain optimistic about Bandwidth’s ability to have durable growth with margin 

improvements going forward. 
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Key Detractors (continued)

 Vroom is a used car retailer and e-commerce company that enables consumers to buy, sell and finance cars online. Its shares 

declined, in our opinion due to poor communication toward consensus estimates. Furthermore, weaker results from its physical 

Texas dealer put some downward pressure on Vroom’s fourth quarter guidance versus expectations. In our view, Vroom’s industry

dynamics are extremely positive, as the pandemic has accelerated the acceptance of used auto economics (for both sellers and 

buyers), with inventory/capacity supply constraints the limiting factor in recent months. Since the company’s initial public offering, we 

believe we have higher visibility into its revenue growth and gross margin (gross profit/vehicle). 

 Tandem Diabetes develops insulin infusion pumps for insulin-dependent diabetics. The company’s flagship product, t:slim X2, the 

slimmest and smallest pump on the market, has a touchscreen and intuitive interface, a rechargeable battery, and downloadable

software updates. The company’s third-quarter revenue and operating margin beat consensus estimates driven by strong sales in the 

US. Although the pandemic has created some uncertainty in international sales and the launch timeline for the t:sport pump (which is 

half the size of the t:slim X2 and controllable through a mobile app), we believe the company’s fundamentals remain strong.

Outlook 

The prospects for continued investor confidence and economic recovery in 2021 look promising. However, the pandemic continues to

pose significant headwinds, and the incoming Biden administration will face early challenges in dealing with record infection rates and 

executing an effective vaccine distribution and administration program.  

We expect that corporate profits in 2020 will end up being better than feared earlier in the year, when the ramifications of the

pandemic were first becoming evident. Earnings for the S&P 500 could recover significantly from 2020’s decline and could possibly 

eclipse the level achieved in 2019 if vaccines are distributed broadly and rapidly. A recovery in global GDP depends on the same

conditions.

Investors were rewarded for looking beyond the worst of last year’s uncertainties. The arrival of vaccines marked a major turning point 

that allowed hope for a resumption of travel, return to the office, and social activity at some point in 2021.

We continue to identify those companies that have strong fundamentals and might outgrow market averages. We believe this favors 

our disciplined and bottom-up investment approach that focuses on identifying these above average growers with reasonable 

valuations. During the quarter, we increased our allocation in financials and reduced communication services, real estate, and 

information technology. At the end of the year, our largest overweights relative to the index were in consumer staples and information 

technology. Our largest relative underweights were in consumer discretionary, health care, and real estate. 
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Disclosures

All data is as of December 31, 2020 unless otherwise noted. Due to rounding, individual values may not sum to total shown.   

All non-performance portfolio data provided is based on a representative Jennison Small Cap Core Equity portfolio. Unless otherwise indicated, the Jennison strategy 

characteristics relate to that of an investment composite or a representative account managed within a composite. It is intended to provide a general illustration of 

the investment strategy and considerations used by Jennison in managing that strategy during normal market conditions. Individual accounts may differ from the 

reference data shown due to varying account restrictions, fees and expenses, and since-inception periods, among others.

The Russell 2000® Index measures the performance of the small-cap segment of the U.S. equity universe. The Russell 2000® Growth Index measures the 

performance of those Russell 2000® companies with higher price-to-book ratios and higher forecasted growth values. The financial indices referenced herein are 

provided for informational purposes only; are unmanaged; include net reinvestment dividends; do not reflect fees or expenses; and are not available for direct 

investment. 

Certain third party information in this document has been obtained from sources that Jennison believes to be reliable as of the date presented; however, Jennison 

cannot guarantee the accuracy of such information, assure its completeness, or warrant such information will not be changed. Jennison has no obligation to update 

any or all such third party information. Any references to third party trademarks and data are proprietary and confidential and cannot be redistributed without 

Jennison’s prior consent.

Jennison uses the Global Industry Classification Standard (GICS®) for categorizing companies into sectors and industries. GICS® is used for all portfolio 

characteristics involving sector and industry data such as benchmark, active and relative weights and attribution. The Global Industry Classification Standard 

(GICS®) is the exclusive intellectual property of MSCI Inc. (MSCI) and Standard & Poor’s Financial Services, LLC (S&P). Neither MSCI, S&P, their affiliates, nor any of 

their third party providers (“GICS Parties”) makes any representations or warranties, express or implied, with respect to GICS or the results to be obtained by the use 

thereof, and expressly disclaim all warranties, including warranties of accuracy, completeness, merchantability and fitness for a particular purpose. The GICS 

Parties shall not have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of such 

damages.

There is no assurance that any securities discussed herein will remain in an account’s portfolio or that securities sold have not been repurchased. It should not be 

assumed that any of the securities transactions or holdings discussed were or will prove to be profitable. The securities discussed may represent only a small 

percentage of an account’s portfolio holdings. Please note that certain securities of foreign issuers may be held as ADRs. Additionally, different classes of securities 

from the same issuer may be combined for illustrative purposes.

Performance results fluctuate, and there can be no assurances that objectives will be achieved. Performance results are calculated in US dollars and reflect 

reinvestment of dividends and other earnings. Gross of fee performance is presented before custodial and Jennison’s actual advisory fees but after transaction 

costs. Net of fee performance is presented net of Jennison’s actual advisory fees and transaction costs. Returns are gross of reclaimable withholding taxes, if any, 

and net of non-reclaimable withholding taxes. Actual advisory fees charged and actual account minimum size may vary by account due to various conditions 

described in Jennison Associates LLC’s Form ADV.

Average Weight is the dollar value (price times the shares held) of the security or group, divided by the total dollar value of the entire portfolio displayed as a 

percentage. It is calculated as the simple arithmetic average of daily values. Total Return is the price change of a security or group including dividends accrued over 

the report period or the "in-portfolio return" which includes only the time period that each security was in the portfolio. Contribution to Return is the contribution of a 

security or group to the overall portfolio return. It is calculated as the security weight multiplied by the daily security return linked daily across the reporting period. 

Important Information

This material is only intended for investors which meet qualifications as institutional investors as defined in the applicable jurisdiction where this material is 

received. This material is not for use by retail investors and may not be reproduced or distributed without Jennison Associates LLC’s permission.

These materials are for informational or educational purposes only. The information is not intended as investment advice and is not a recommendation about 

managing or investing assets. Jennison makes no representations regarding the suitability of any securities, financial instruments or strategies described in these 

materials. In providing these materials, Jennison is not acting as your fiduciary. These materials do not purport to provide any legal, tax or accounting advice.  

Jennison Associates LLC (‘Jennison’) has not been licensed or registered to provide investment services in any jurisdiction outside the United States. The 

information contained in this document should not be construed as a solicitation or offering of investment services by Jennison or a solicitation to sell or a 

solicitation of an offer to buy any shares of any securities (nor shall any such securities be offered or sold to any person) in any jurisdiction where such solicitation 

or offering would be unlawful under the applicable laws of such jurisdiction. 

In the United Kingdom, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N 5HR. PGIM 

Limited is authorised and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number 193418). In the European Economic 

Area (“EEA”), information is issued by PGIM Netherlands B.V. with registered office: Gustav Mahlerlaan 1212, 1081 LA  Amsterdam, The Netherlands. PGIM 

Netherlands B.V. is, authorised by the Autoriteit Financiële Markten (“AFM”) in the Netherlands (Registration number 15003620) and operating on the basis of a 

European passport. In certain EEA countries, information is, where permitted, presented by PGIM Limited in reliance of provisions, exemptions or licenses available 

to PGIM Limited under temporary permission arrangements following the exit of the United Kingdom from the European Union. These materials are issued by PGIM 

Limited and/or PGIM Netherlands B.V. to persons who are professional clients as defined  under the rules of the FCA and/or to persons who are professional clients 

as defined in the relevant local implementation of Directive 2014/65/EU (MiFID II). Jennison Associates LLC, PGIM Limited & PGIM Netherlands B.V. are wholly 

owned subsidiaries of PGIM, Inc. the principal investment management business of Prudential Financial, Inc. ('PFI'). PFI of the United States is not affiliated in any 

manner with Prudential plc, incorporated in the United Kingdom  or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the United 

Kingdom. 

©2021 Prudential Financial, Inc. (‘PFI’). PGIM and the Rock symbol are service marks of PFI and its related entities, registered in many jurisdictions worldwide.


