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The third quarter of 2020 was largely a continuation of the recovery trend which began in the second quarter.

The Russell 2000 Growth (R2G) index delivered a 7.16% return during the quarter, while Redwood’s Small

Cap Growth (SCG) strategy outperformed the benchmark by 114 basis points with an 8.30% net of fees total

return. Year to date, Redwood’s SCG strategy has increased 16.73% net of fees, whereas the R2G index

increased by 3.88%. We believe Redwood’s focus on high quality, rapidly growing companies that possess

proprietary and secular competitive advantages, combined with stock valuations that intrinsically provide for

price upside and downside protection, and which, importantly, the team has a strong positive differentiated

view, proved key components of steady portfolio outperformance during the turbulence of 2020.

Throughout July and August, markets rallied on positive COVID-19 vaccine sentiment, dramatic central bank

liquidity support, and surprisingly resilient economic indicators including employment and domestic PMIs. The

rally was also fueled by exceptional returns for consumer companies, discretionary or staple, and cyclical

industrial companies. During the first two months of the quarter both sectors advanced twice the R2G’s total

return of 9.5%. In September, by contrast, markets retrenched as concerns began to mount amid signs of a

second COVID-19 (C19) wave. Investors became incrementally more concerned about continued government

fiscal support, a potentially contested US presidential election, and commentary from US healthcare leadership

about the timing and likely efficacy of C19 vaccines. However, September healthcare returns within the R2G

were basically flat relative to the R2G’s decline of 2.14%, while many sectors underperformed more

dramatically, thus illustrating the significant impact that healthcare has on index returns.

The largest contributor to SCG’s 3Q outperformance was stock selection within the healthcare sector. Total

alpha from healthcare amounted to 311 basis points (bps), of which 95% was strong stock selection and came

despite sector exposure that was 130 bps less than the R2G’s weight. On an absolute basis, healthcare stocks

owned in the strategy advanced by 14% versus 4% for the average R2G healthcare stock. SCG remains

significantly underweight biotechnology due to quality issues and its speculative nature. However, several

biotech-related stocks were added during the quarter, but these were more pharmaceutical focused in nature

and either profitable or on the cusp of being so. Completing a strong 3Q, R2G consumer and industrial stocks

continued their strength and outperformed dramatically. Of note though, low quality factors did play a role with

less profitable and more down-trodden, value-centric, industrial companies doing well. Given that and not

surprisingly, the top detractor to performance in SCG during the 3Q was stock selection within the industrials

sector, but this was somewhat offset by an overweight stance relative to the R2G.

The path forward for equity markets appears balanced between supportive forces and sources of real

uncertainty. As economies and sectors re-emerge from C19 lockdowns at varied speeds, activity continues to

increase, and economic indicators remain resilient. Global governments and central banks have injected record

amounts of liquidity and stimulus into the global economy, thereby supporting consumer spending and

forestalling negative credit cycles. These actions combined with lower-for-longer rates have forced investors out

on the risk curve and supported equity prices. At the same time, C19 cases are rising again in much of the

world, as is uncertainty regarding potential fiscal support, and both are amid the backdrop of a possibly

contested US presidential election. Regardless of the macroeconomic and market environment, the team at

Redwood remains focused on investing in quality companies supported by strong secular and stock-specific

tailwinds, with an emphasis on identifying businesses that will emerge from the C19 crisis stronger and with an

improved competitive position.
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REDWOOD US SMALL CAP GROWTH

PERFORMANCE & THEMES AS OF 9/30/2020

PORTFOLIO THEMES:

➢ Not chasing cyclical stocks

➢ Technology that will be in demand resulting from remote-working

➢ Beneficiaries of evolving consumer behavior including e-commerce, 

health-consciousness, COVID-19-impacted

➢ Offsetting underweight to expensive/binary biotechnology industry 

with innovative medical device companies that are gaining share with 

attractive valuations 

Composite inception date: 7/1/2010; All data shown as of: 9/30/2020;  ^ denotes annualized performance. Past performance does not guarantee future results.  
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REDWOOD US SMALL CAP GROWTH

TOP FIVE PORTFOLIO ACTIVE WEIGHTS AS OF 9/30/2020

WORKIVA, INC. CLASS A (WK)
Workiva is a software-as-a-service (SaaS) software vendor offering solutions for last-mile reporting.

WK’s key initial market was assisting companies with financial reporting and the company has leveraged

its strengths in that area to expand into the adjacent markets of regulatory, risk, and management

reporting. The company recently underwent a transformational technology redesign, and this unlocked

their ability to broaden product depth and better align pricing models with customer demand. This

redesign has allowed WK to redeploy resulting savings into research and design, further enhancing

product features and lowering customer attrition dramatically. New management took over in 2018

with an enhanced focus on profitability and product quality. The company has been growing revenues in

the mid-teens and this should accelerate towards mid-20% over the next several years as the company

continues to gain traction with its evolving product offering. The stock trades at 5.5x EV/Sales, which is

well below the peer group of companies with 20%+ growth. Early Covid negative effects have

normalized and appear well managed.

INOVALON HOLDINGS, INC. CLASS A(INOV)
Inovalon is a leading provider of cloud-based platforms empowering data-driven healthcare at a very

large scale. INOV brings to a national-scale capability to the marketplace in order to interconnect the

healthcare ecosystem, aggregate and analyze data in real time, and empower the application of resulting

insights to drive meaningful impact at the point of care. The company is a leading beneficiary of the

Covid-related learning curve requiring real-time data analysis that is available across the user spectrum,

from the care giver in the field, right up to a client company’s executive management. INOV's clients

include 24 of the top 25 U.S. health plans, 22 of the top 25 global pharma companies, 19 of the top 25

U.S. healthcare provider systems, and many of the leading pharmacy organizations, device

manufacturers, and other healthcare verticals. Revenues are growing at 3x multiple of GDP, with

significant operating leverage resulting in EPS growth of 20% per annum.

FTI CONSULTING, INC.
FTI Consulting is the largest US provider of corporate advisory services with expertise in financial,

legal, operational, political, and regulatory consulting. FCN has locations in 84 cities across 27 countries

and advises 96 of the world's top 100 law firms, 53 of the Fortune 100 and eight of the world's top 10

banking companies. Following a management shakeup in 2014, organic growth has accelerated from

2017 to current, with revenue now growing in the high single-digit range and improving profitability is

driving earnings to grow twice the rate of revenue. The company is benefitting from structural

corporate transitions created by the Covid crisis and is one of the best niche consulting firms positioned

to guide clients through and beyond the current turmoil. As a result, free cash flow is expanding in

excess of 70% annually and this will provide acquisition capital to further their market penetration via

mergers with less well capitalized competitors.

Redwood Investments, LLC – Please refer to the Disclosure Statements at the end of this presentation for additional information.
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REDWOOD US SMALL CAP GROWTH

TOP FIVE PORTFOLIO ACTIVE WEIGHTS AS OF 9/30/2020

MEDPACE HOLDINGS, INC.
Medpace is a leading provider of outsourced clinical development services to the biotechnology,

pharmaceutical and medical device industries. The services they provide cover the full drug/biotech

development from, clinical trial management, patient recruitment and retention, clinical monitoring,

regulatory attention, and post-approval data analysis. The primary driver of MEDP revenues are the

exploding global expenditures on drug development coupled importantly with the need for the drug

owner to achieve more productive execution and cost savings by outsourcing the clinical trial process.

MEDP focuses on small to mid-sized biotech companies and is a direct beneficiary of funding growth

concentrated there. COVID-19 has caused minor disruptions in what was a steady 4% growth in global

industry expenditures; this has appeared to stabilize though. Nonetheless, revenues are growing

organically in the mid-teens with earnings several percentage points greater.

EVERBRIDGE, INC. (EVBG)
Everbridge designs, develops, and manages software solutions for critical event management and

enterprise safety applications that automate and accelerate an organization’s operational response to

critical events. Its software-as-a-service (SaaS) platform enables customers to aggregate and assess threat

data, locate employees and key individuals at risk, coordinate responders able to assist, while automating

the execution of pre-defined actions and communications procedures. EVBG then tracks in real-time

the progress in executing response plans. Customers comprise the full spectrum of potential, from

worldwide governments and relief agencies, multinational corporations, law enforcement and the

military. Revenues are expanding over 30% annually due to their product uniqueness and increasing

awareness of the need for critical event management. While earnings are just flipping to positive, cash

flow has been so for several years and is expected to grow in excess of 50% into the near future.

Redwood Investments, LLC – Please refer to the Disclosure Statements at the end of this presentation for additional information.
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The data presented on this slide is based on a representative account. The characteristics, asset size, composition, and risk characteristics of the proposed account may differ from the composite depicted in the presentation. Therefore, it

cannot be assumed that another account would have the same performance or holdings even if following the same strategy. This representative account was chosen as it’s inception date coincides with the inception date of the strategy and

therefore in our view, it is the account within the strategy which most comprehensively reflects the portfolio management style of the strategy for the entire time period. Recommendations made in the last 12 months are available upon

request. Past performance does not guarantee future results. Please refer to the Disclosure Statements at the end of this presentation for additional information.

REDWOOD US SMALL CAP GROWTH

PORTFOLIO POSITIONING AS OF 9/30/2020

TOP 10 PORTFOLIO WEIGHTS: Portfolio Weight Active Weight

Workiva, Inc. Class A 2.85% 2.64%

Deckers Outdoor Corporation 2.73% 2.11%

Inovalon Holdings, Inc. Class A 2.71% 2.51%

Medpace Holdings, Inc. 2.53% 2.22%

Helen of Troy Limited 2.49% 2.00%

Advanced Energy Industries, Inc. 2.38% 2.14%

LHC Group, Inc. 2.30% 1.65%

Texas Roadhouse, Inc. 2.27% 1.87%

FTI Consulting, Inc. 2.23% 2.23%

QTS Realty Trust, Inc. Class A 2.22% 1.85%

Total 24.69% 21.21%

SECTOR WEIGHTS: Portfolio Benchmark Active Weight

Communication Services 2.3% 2.3% 0.0%

Consumer Discretionary 12.5% 13.6% -1.1%

Consumer Staples 7.6% 3.2% 4.4%

Energy 0.0% 0.1% -0.1%

Financials 5.5% 4.2% 1.2%

Health Care 30.0% 34.5% -4.5%

Industrials 17.6% 13.9% 3.7%

Information Technology 20.4% 20.2% 0.3%

Materials 0.0% 2.6% -2.6%

Real Estate 2.2% 3.7% -1.5%

Utilities 0.0% 1.7% -1.7%
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cannot be assumed that another account would have the same performance or holdings even if following the same strategy. This representative account was chosen as it’s inception date coincides with the inception date of the strategy and

therefore in our view, it is the account within the strategy which most comprehensively reflects the portfolio management style of the strategy for the entire time period. Recommendations made in the last 12 months are available upon
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REDWOOD US SMALL CAP GROWTH

PORTFOLIO CHANGES, Q3 2020

Date Ticker Company Post Trade %

7/8/2020 FCN FTI Consulting, Inc. 1.00%

7/21/2020 RPD Rapid7 Inc. 1.25%

9/1/2020 PJT PJT Partners, Inc. Class A 1.25%

9/17/2020 ATSG Air Transport Services Group, Inc. 1.50%

9/17/2020 SYNA Synaptics Incorporated 1.75%

9/23/2020 SSD Simpson Manufacturing Co., Inc. 1.40%

Date Ticker Company Pre Trade %

7/8/2020 DLX Deluxe Corporation 0.92%

7/21/2020 HZNP Horizon Therapeutics Ltd., Co. 0.98%

9/23/2020 NVCR NovoCure Ltd. 1.00%
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REDWOOD US SMALL CAP GROWTH

CONTRIBUTION & ATTRIBUTION, Q3 2020

TOP 10 CONTRIBUTORS
Total 

Return

Lithia Motors, Inc. Class A 50.80%

Generac Holdings Inc. 58.82%

NovoCure Ltd. 74.77%

Freshpet Inc 33.45%

Inovalon Holdings, Inc. Class A 37.33%

Repligen Corporation 19.36%

LivePerson, Inc. 25.49%

Medpace Holdings, Inc. 20.14%

Floor & Decor Holdings, Inc. Class A 29.76%

Five9, Inc. 17.18%

Total

BOTTOM 10 CONTRIBUTORS
Total 

Return

eHealth, Inc. -30.20%

AeroVironment, Inc. -24.64%

GW Pharmaceuticals PLC ADR -20.67%

EverQuote, Inc. Class A -33.56%

Brady Corporation Class A -14.10%

FTI Consulting, Inc. -5.83%

Everbridge, Inc. -9.13%

Deluxe Corporation -16.40%

Cogent Communications Holdings Inc -21.56%

Exponent, Inc. -10.78%

Total

SECTOR ATTRIBUTION
Average 

Weight

Total 

Return

Selection 

Effect

Allocation 

Effect

Total 

Effect

Communication Services 1.97% -26.22% -0.54% 0.05% -0.49%

Consumer Discretionary 12.65% 17.32% 0.00% -0.06% -0.05%

Consumer Staples 6.08% 22.61% 0.76% 0.05% 0.82%

Energy 0.00% 0.00% 0.00% 0.02% 0.02%

Financials 6.15% -1.43% -0.49% -0.06% -0.56%

Health Care 31.74% 13.96% 2.89% 0.14% 3.02%

Industrials 15.77% 3.59% -1.78% 0.14% -1.63%

Information Technology 20.56% 3.38% 0.13% 0.05% 0.18%

Materials 0.00% 0.00% 0.00% 0.01% 0.01%

Real Estate 2.17% -0.94% -0.18% 0.02% -0.16%

Utilities 0.00% 0.00% 0.00% 0.23% 0.23%

Total 97.08% 0.78% 0.60% 1.38%

Average 

Weight

Relative 

Contribution

1.00% -0.52%

1.51% -0.45%

-0.22%

2.31% -0.19%

-0.18%

1.56% -0.29%

0.82% -0.28%

1.22% -0.25%

-0.17%

2.05% -0.16%

Average 

Weight

2.49%

1.71%

1.35%

0.47%

Relative 

Contribution

0.97%

0.97%

0.96%

0.80%

0.70%

2.22%

1.53%

20.93%

13.25% -2.71%

2.65%

2.38%

2.11%

1.92%

2.60%

1.49%

0.43%

0.42%

0.41%

0.40%

6.52%

0.10%

1.15%
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REDWOOD US SMALL CAP GROWTH

COMPOSITE PERFORMANCE AND GIPS DISCLOSURES

Redwood Investments, LLC claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and

presented this report in compliance with the GIPS standards. Redwood Investments, LLC has been independently verified for the

periods 1 January 2005 through 31 December 2018. The verification report is available upon request. Verification assesses whether (1) the

firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the firm’s

policies and procedures are designed to calculate and present performance in compliance with the GIPS standards. Verification does not

ensure the accuracy of any specific composite presentation.

Notes:

1. Redwood Investments, LLC is an investment manager that invests in U.S. and International securities. Redwood Investments, LLC is defined as an

independent investment management firm that is not affiliated with any parent organization. Policies for valuing portfolios, calculating performance, and

preparing compliant presentations are available upon request.

2. Composites:

Redwood Small Cap Growth: The Small Cap Growth Composite includes all fee paying discretionary portfolios invested in small capitalization securities

primarily in the growth style. The strategy allows for equity exposure ranging between 90-100%. The account minimum for the composite is $150,000.

The benchmark for the Small Cap Growth Composite is the Russell 2000 Growth Index. The Russell 2000 ™ Growth Index measures the performance of

those Russell 2000 companies with higher price-to-book ratios and higher forecasted growth values. This Index has been selected for comparison purposes

only. Client account holdings may differ significantly from the securities in the indices and the volatility of the index may be materially different from

client account performance. You cannot invest directly in an index. The Small Cap Growth Composite was created on July 1, 2010.

3. Valuations are computed and performance is reported in U.S. dollars.

4. Gross-of-fees returns are presented before management and custodial fees but after all trading expenses. Composite and benchmark returns are presented net

of non-reclaimable withholding taxes. Net-of-fees returns are calculated by deducting actual management fees from the gross composite return. The standard

management fee schedule is as follows: 1.00% on the first $5 million, 0.85% on the next $5 million, and 0.75% on the remainder above $10 million. Fees

are negotiable.

5. A complete list of composite descriptions is available upon request.

6. Dispersion is measured by the equal-weighted standard deviation of annual gross returns of those portfolios that were included in the composite for the entire

year. For periods prior to January 1, 2018, dispersion presented is measured by the asset-weighted standard deviation of annual gross returns of those

portfolios that were included in the composite for the entire year.

7. The three-year annualized standard deviation measures the variability of the composite and the benchmark returns over the preceding 36-month period. The

standard deviation is not presented for periods marked “NA” because the composite does not have 36 monthly returns available.

Redwood Investments Small Cap Growth Composite

NA – Information is not statistically meaningful due to insignificant number of portfolios in the composite.  Standard deviation is not required for composites that 

contain 5 or fewer portfolios.

^ Period from July 1, 2010 to December 31, 2010

Year Gross of Fees Net of Fees

Russell 2000 

Growth

Number of 

Portfolios

Composite

Dispersion

Total Composite 

Assets (Thousands)

Total Firm 

Assets

(Thousands)

3 Year

Standard 

Deviation

Benchmark

3 Yr. Standard

Deviation

2019 17.70 17.14 28.48 44 0.47 $996,795 $1,982,217 16.57 16.37

2018 -11.45 -11.86 -9.31 30 1.60 $658,226 $1,802,650 16.39 16.46

2017 17.98 17.43 22.17 66 0.84 $543,507 $2,208,766 14.01 14.80

2016 10.68 10.13 11.32 33 1.60 $247,921 $1,254,124 15.12 16.91

2015 6.07 5.37 -1.38 16 0.49 $86,246 $1,022,490 13.90 15.16

2014 4.32 3.32 5.60 13 0.44 $9,619 $734,498 13.86 14.01

2013 58.31 56.89 43.30 12 2.14 $11,578 $769,126 19.36 17.52

2012 17.20 16.15 14.59 5 or fewer NA $2,056 $675,236 NA NA

2011 -9.56 -10.35 -2.91 5 or fewer NA $1,772 $674,952 NA NA

2010^ 39.70 39.42 33.14 5 or fewer NA $1,167 $558,742 NA NA


