
1

 LOOMIS, SAYLES & COMPANY  |  MUTUAL FUND COMMENTARY

Small Cap Value Fund

MARCH 31, 2026

Market Conditions
•	 US equities returns were mixed to lower during the first quarter of 2026, with favorable 

economic data early in the quarter overshadowed by the onset of the Iran conflict in March. 
Market leadership continued to broaden – a trend initially observed in the second half of 
2025, and small cap stocks outperformed large caps and value stocks generally outpaced 
growth. In fact, in a notable reversal of the recent trend, small cap value stocks (Russell 
2000® Value Index) was the best performing equity category for the quarter while large cap 
growth (Russell 1000® Growth Index) was the weakest.  

•	 Sector leadership within the small cap segment (Russell 2000® Index) revealed significant 
returns in the energy sector – no surprise given the spike in commodity prices coinciding 
with the commencement of hostilities in the Middle East. Outright declines were seen 
in information technology, consumer discretionary and health care sectors as interest 
rates moved higher and concerns developed around the impact of the war on consumer 
confidence and discretionary spending budgets.

•	 Markets broadened in the sense that small caps generally outperformed large caps, but 
within the Russell 2000 Value Index performance was quite narrow with energy, with only 
an 8% weight in the benchmark returned 43% during the quarter, accounting for over 
half of the index return. Within the index, energy, information technology, and consumer 
staples were the only sectors to outperform the index and combined, account for less than 
20% of the index weight. Narrow index performance, the dominance of energy stocks, and 
a mixed trend between higher quality and low-quality stocks in the quarter proved to be a 
challenge for portfolio performance. 

Portfolio Review
•	 The fund underperformed its benchmark, the Russell 2000 Value Index, due to lagging 

security selection which detracted from relative performance while sector allocation was 
slightly additive to relative performance.

Performance data shown represents past performance and is no guarantee of future results. 
Investment return and value will vary and you may have a gain or loss when shares are sold. Current 
performance may be lower or higher than quoted. For most recent month-end performance, visit 
www.loomissayles.com. 
Additional share classes may be available for eligible investors. Performance will vary based on the share class. Performance 
for periods less than one year is cumulative, not annualized. Returns reflect changes in share price and reinvestment of 
dividends and capital gains, if any. You may not invest directly in an index.
Gross expense ratio 0.96% (Class I). Net expense ratio 0.90%. As of the most recent prospectus, the investment advisor 
has contractually agreed to waive fees and/or reimburse expenses once the expense cap of the fund has been exceeded. 
This arrangement is set to expire on 1/31/2027. When an expense cap has not been exceeded, the fund may have similar 
expense ratios. 
The Class I inception date is 5/13/1991. Class I shares are only available to certain institutional investors only; minimum 
initial investment of $100,000.

CUMULATIVE TOTAL RETURN ANNUALIZED TOTAL RETURN

3 MONTH YTD 1 YEAR 3 YEAR 5 YEAR 10 YEAR

FUND 3.44 3.44 16.36 11.87 7.09 9.05
BENCHMARK 4.96 4.96 28.09 13.80 5.79 9.61

Class I Performance as of March 31, 2026 (%)

Fund Facts
OBJECTIVE

Seeks to produce long-term capital 
growth

Share class I

Inception 5/13/1991

Ticker LSSCX

CUSIP 543495816

Benchmark Russell 2000® 
Value Index

Russell 2000® Value Index 
measures the performance of the 
small cap value segment of the US 
equity universe. It includes those 
Russell 2000® companies with lower 
price-to-book ratios and lower 
forecasted growth values. The Russell 
2000® Value Index is constructed 
to provide a comprehensive and 
unbiased barometer for the small cap 
value segment.
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Contributors
•	 Fund relative performance was aided by higher exposure to the information technology 

sector and underweights to underperforming index sectors such as financials, real estate, 
and health care. While overall stock selection metrics lagged the index, the fund had 
positive relative returns in the materials and industrials sectors which aided overall relative 
performance. Among individual stocks TTM Technologies, Inc., Powel Industries, Inc. and 
Kodiak Gas Services, Inc. provided the most significant positive contributions to relative 
performance during the quarter.

•	 TTM Technologies is the largest US-based supplier of printed circuit boards, which are 
critical components for electronics and communications infrastructure. The company has 
executed a multi-year strategy focused on factory consolidation to improve revenue quality 
and expand operating margins. These initiatives gained momentum during 2025 and 
accelerated in the first quarter of 2026, supported by growth in Artificial Intelligence servers 
and aerospace demand. The fund continued its position given strong revenue visibility in 
defense markets and additional margin improvement opportunities, although the position 
size was reduced based on market capitalization and valuation.

•	 Powell Industries manufactures electrical distribution and control equipment serving 
energy, industrial, and infrastructure end markets. While energy and petrochemicals 
have historically driven demand, growth from utilities and data centers has accelerated 
meaningfully. This incremental demand has boosted revenue and earnings growth, with 
an expanding pipeline of new opportunities and backlog into the future. Powell reported 
strong calendar fourth quarter 2025 earnings during the period, and the expansion into 
data centers and utilities has driven the valuation of the stock higher. Following significant 
share price appreciation, the position was reduced while maintaining exposure to long-term 
power infrastructure demand.

•	 Kodiak Gas Services provides high-horsepower compression equipment and infrastructure 
solutions to upstream and midstream energy operators used to support the extraction and 
movement of oil and gas minerals. Energy stocks were the top performing sector of the 
market during the first quarter, but a few company-specific factors helped to drive the 
stock price during the period. The company reported strong quarterly results with margin 
expansion and free cash flow exceeding market expectations. Second, Kodiak’s former 
private equity owners sold the last of their shares during the quarter, removing what has 
been a modest overhang on the stock since its IPO in 2023. Over this time, Kodiak has 
repurchased stock at prices that now appear quite attractive, all while generating enough 
cash flow to simultaneously delever the balance sheet. In addition, the acquisition of 
Distributed Power Solutions expands power generation capabilities and diversifies end-
market exposure. The combination of these factors provided a significant lift to the share 
price.

Detractors
•	 An underweight to the energy sector, which delivered +40% return within the index, was 

a meaningful detractor to relative performance, while an overweight position to industrials 
had a smaller, but negative effect on returns. Challenging stock selection in the information 
technology and health care detracted the most from relative return. Stock selection was also 
weak in the financials and real estate sectors. From an individual stock perspective Herc 
Holdings, Inc., BILL Holdings, Inc. and Colliers International Group, Inc. detracted the 
most from performance.  

•	 Herc Holdings is a leading North American equipment rental provider serving industrial 
and construction end markets. Shares were pressured by macroeconomic uncertainty 
and slower-than-expected integration progress following the H&E Equipment Services 
acquisition. While notable synergies from the deal appear largely on track with more 
opportunity ahead, the integration so far has presented some new challenges, on top of 
incremental demand weakness in certain local market rental activity. Our confidence in the 
underlying value of the business remains unchanged, although the recent trend of negative 
earnings estimate revision has dissuaded us from adding to the position despite the recent 
stock price weakness.

•	 BILL Holdings provides cloud-based software that enables electronic B2B (business to 

Top Ten Equity  
Holdings (%)

MOOG Inc. 2.1

Bel Fuse Inc. 1.9

TTM Technologies, Inc. 1.9

Popular, Inc. 1.8

Kodiak Gas Services, Inc. 1.8

Ameris Bancorp 1.6

Viper Energy, Inc. 1.6

Array Digital Infrastructure, 
Inc. 1.6

Garrett Motion Inc. 1.5

TD SYNNEX Corporation 1.5

Total 17.2
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business) payments and automates accounts payable and receivable workflows. Shares 
underperformed as investors reassessed software valuations and the potential impact of 
artificial intelligence on the sector. The company benefits from a regulatory framework 
supporting payments and retains long-term growth and margin expansion opportunities. 
The position is maintained as the Fund’s sole software holding as we believe that payments 
provide a “regulatory moat” and believe the founder CEO has the right experience to 
navigate technology transitions. 

•	 Colliers International Group is a diversified real estate services firm.  From its core base 
of commercial real estate brokerage, the company has added additional business lines in 
real estate leasing, capital markets, outsourcing, and advisory services. More recently, the 
company has further diversified into real estate and infrastructure focused alternative 
investment management, as well as infrastructure and civil engineering consulting services. 
Despite the solid footing of all three business lines, a handful of factors weighed on the 
stock during the quarter. First, the company delivered a mixed earnings report in mid-
February, with an improvement observed in the more transactional real estate sales and 
leasing segment, offset by some macro-related weakness in the engineering and investment 
management business lines. Second, alternative investment management stocks were 
decidedly out of favor in the quarter, primarily due to concerns over private credit and 
software investments. Finally, a narrative has emerged that Artificial Intelligence will 
eventually disintermediate the real estate brokerage industry. We believe this concern is 
highly unlikely, given the proprietary expertise and industry knowledge Colliers provides 
to its customers, as well as the valued partnership in what are often highly complex 
transactions. The position was increased based on confidence in the durability of the 
business model and the long-term value of its diversified platform.

Outlook
•	 We remain committed to identifying inefficiencies in the small-cap market that result in 

stock prices and valuations that do not accurately reflect our assessment of the underlying 
value of corporate enterprises. This approach is applied consistently over time, regardless of 
the current market environment.

•	 While many forms of inefficiency may exist, we focus on companies that are misunderstood, 
underfollowed or in the midst of a “special situation” where we believe we can use our 
strengths in the form of our time horizon, resource deployment, or a willingness to solve 
complex situations. We require fundamentally sound business models, capable management 
teams, and financial stability. Key to our process is identifying distinct, company-specific 
catalysts on the horizon to sustain, enhance or highlight the fundamental outlook. 

•	 Our goal is to achieve an attractive total return for our investors, while managing to an 
appropriate level of risk over a market cycle. 

About Risk
Equity securities are volatile and can decline significantly in response to broad market and 
economic conditions. Smaller company investments can be more volatile than those of larger 
companies. Value investing carries the risk that a security can continue to be undervalued by 
the market for long periods of time. Foreign and emerging market securities may be subject 
to greater political, economic, environmental, credit, currency and information risks. Foreign 
securities may be subject to higher volatility than US securities due to varying degrees of 
regulation and limited liquidity. These risks are magnified in emerging markets.

Important Disclosure

Outlook as presented in this material reflects subjective judgments and assumptions of the portfolio 
team and does not necessarily reflect the views of Loomis, Sayles & Company, L.P. There is no 
assurance that developments will transpire as stated. Opinions expressed will evolve as future 
events unfold. These perspectives are as of the date indicated and may change based on market and 
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other conditions. Actual results may vary. Please refer to the Fund prospectus for a comprehensive 
discussion of risks.

The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities. The index 
includes 500 leading companies and covers approximately 80% of available market capitalization.

This marketing communication is provided for informational purposes only and should not be 
construed as investment advice. Investment decisions should consider the individual circumstances 
of the particular investor Investment recommendations may be inconsistent with these opinions. 
Information, including that obtained from outside sources, is believed to be correct, but we cannot 
guarantee its accuracy. This information is subject to change at any time without notice.

Holdings data is based on total gross assets before any fees are paid; any cash held is included. The 
portfolio is actively managed and holdings are subject to change. References to specific securities 
or industries should not be considered a recommendation. Holdings may combine more than one 
security from the same issuer and related depositary receipts. Portfolio weight calculations include 
accrued interest. For current holdings, please visit www.loomissayles.com.
Market conditions are extremely fluid and change frequently.

Diversification does not ensure a profit or guarantee against a loss.

Commodity, interest and derivative trading involves substantial risk of loss.

Any investment that has the possibility for profits also has the possibility of losses, including 
the loss of principal.

There is no guarantee that the investment objective will be realized or that the Fund will 
generate positive or excess return.

Past performance is no guarantee of future results.

Before investing, consider the fund’s investment objectives, risks, charges, and expenses. 
Please visit www.loomissayles.com or call 800-633-3330 for a prospectus and a summary 
prospectus, containing this and other information. Read it carefully.

Natixis Distribution, LLC (fund distributor, member FINRA|SIPC) and Loomis, Sayles & Company 
L.P. are affiliated.
LS Loomis | Sayles is a trademark of Loomis, Sayles & Company, L.P. registered in the US Patent 
and Trademark Office.
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