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MARKET COMMENTARY

Investor anxiety climbed steadily throughout the first quarter of 

2026. After a docile January, February was defined by the so-

called “SaaSpocalypse,” during which a series of model releases 

and product announcements from the major AI labs and other 

startups led to disruption fears and an indiscriminate sell-off 

across a broad swath of software and information services 

business models. Then on February 28, the US and Israel 

launched a surprise attack on Iran, sparking a war that has 

destabilized the region, disrupted key global shipping lanes, and 

stoked fears of supply shocks or an economic downturn.

In the end, the S&P 500 index declined more than 4%, though 

there were distinct pockets of strength and weakness.

The Energy sector surged nearly 40%, as oil prices spiked amid a 

shipping blockade in the Strait of Hormuz, through which 

approximately 20% of the world’s oil supply flows. The Consumer 

Staples sector also rose as investors sought refuge from potential 

economic headwinds. Finally, the Industrials sector rose slightly 

on continued strength in the Electrical Equipment and 

Construction & Engineering industries, both of which are 

expected beneficiaries of the announced increases in capital 

spending by AI hyperscalers.

The Financials, Information Technology, and Consumer 

Discretionary sectors were the worst performers in the S&P 500 

index, albeit for varying reasons. The Financials sector grappled 

with increased credit-quality concerns, particularly among 

private lenders, as well as uncertainty about the path of interest 

rates and economic growth; Information Technology 

underperformed primarily because of the software and IT 

services sell-off; and Consumer Discretionary was hit by growing 

concern about the health of the US consumer.

PERFORMANCE COMMENTARY

The Riverbridge Growth and Income portfolio outperformed the 

S&P 500 index in the first quarter. The strategy’s strength was 

concentrated in the Information Technology and Consumer 

Discretionary sectors, while our underweight to Energy and stock 

selection in Industrials detracted from relative performance.

In Information Technology, positive relative returns were driven 

by increases in all three of the portfolio’s semiconductor 

holdings. Analog semiconductor designer Analog Devices (ADI) 

reported strong results driven by a recovery in its end markets. 

In addition, the company’s expertise in optics and power 

management should provide a long, recurring opportunity as data 

centers come online. Tool manufacturer ASML Holding (ASML) 

and semiconductor fabricator Taiwan Semiconductor 

Manufacturing (TSMC) both reported robust results and outlooks 

and stand to continue benefiting from their customers’ rapid 

innovation.

The Consumer Discretionary sector also contributed to relative 

performance. Off-price retailer TJX Companies (TJX) continues to 

be a leader in a category that is gaining market share with 

consumers, while Starbucks (SBUX) reported continued progress 

on its turnaround efforts under CEO Brian Niccol.

HIGHLIGHTS

• Equity market declined in the first quarter on AI disruption concerns and war in Iran

• Strategy outperformed on relative strength in Information Technology and Consumer Discretionary, which overcame the portfolio’s lack of exposure 

to Energy

• As 2026 progresses, we expect the Riverbridge portfolio companies to demonstrate business durability, customer stickiness, and efficiency gains 

from integrating AI into their operations

Continued on next page…

PERFORMANCE (AS OF 03/31/2026)

1Q 2026 1 Year 3 Year 5 Year 10 Year Inception

Growth and Income (Gross) -2.27% 2.60% 10.03% 7.91% 11.77% 10.33%

Growth and Income (Net) -2.51% 1.58% 8.94% 6.84% 10.66% 9.28%

S&P 500® -4.33% 17.80% 18.32% 12.06% 14.16% 11.10%

Periods greater than one year are annualized. Inception Date: 12/31/2002. Net of fees returns are calculated net of a model management fee of 1%. Net of fee returns prior to January 1, 2014 
are calculated using actual fees and expenses. Please see disclosures section and the GIPS® composite report for further details.                                                                                                                            



Conversely, the largest single detractor from relative 

performance was the strategy’s lack of exposure to the surging 

Energy sector. Though many energy companies pay dividends, 

most of them lack the consistent unit growth and internal 

financing that we require from our portfolio holdings.

Stock selection in Industrials also detracted from relative 

performance. Many of our asset-light information and 

professional services holdings in the sector came under AI 

disruption scrutiny during the quarter. Companies such as 

Equifax (EFX), Verisk Analytics (VRSK) and Paychex (PAYX) 

declined double digits on AI fears despite healthy fundamental 

results. Despite headlines suggesting AI could commoditize 

entire industries, our ongoing research is revealing that AI is 

likely to enhance the value of established platforms through 

improving product capabilities, accelerating innovation cycles, 

and expanding total addressable markets. A key characteristic we 

seek across our portfolio companies is that they are deeply 

embedded in customer workflows and often mission critical. For 

such businesses, we expect AI to unlock profit-enhancing, moat-

expanding opportunities.

TRANSACTION COMMENTARY

The Riverbridge investment team purchased two new positions in 

the first quarter – Zoetis (ZTS) and Costco (COST). We did not 

fully exit any positions, but trimmed strong performers Walmart 

(WMT), Taiwan Semiconductor Manufacturing, ASML, and Analog 

Devices to fund the purchases.

Zoetis is the global leader in animal health products for both pets 

and livestock. Their capabilities are broad and global, with a 

focus on companion animals in the US and livestock globally. The 

company maintains a strong balance sheet and robust cash flow, 

supporting consistent dividend growth and share repurchases.

Costco is the leading warehouse club retailer with a loyal and 

growing membership base in the US and Internationally with a 

sustained ability to continue to add warehouses in new and 

existing markets.

OUTLOOK

As 2026 progresses, we expect the Riverbridge portfolio 

companies to demonstrate business durability, customer 

stickiness, and efficiency gains from integrating AI into their 

operations. In addition, many of our holdings will have the 

opportunity to accelerate sales by offering new AI products to 

their existing customers.

Concurrently, we believe the market will begin to turn its 

attention to the return on investment of AI. Ironically, the 

companies we believe are best positioned to use the 

infrastructure that has driven the equity markets the past three 

years are the ones that have been punished by investors for 

supposedly being at risk of displacement by AI. We expect 

earnings reports in the next few quarters to quell those fears, 

which could set the stage for a powerful rebound in many of our 

software and service-oriented portfolio companies.

Periods of uncertainty often create opportunities for long-term 

investors willing to maintain discipline and a focus on 

fundamentals. As valuations adjust and expectations reset, 

companies with durable competitive advantages, strong balance 

sheets, and consistent earnings growth potential are often 

positioned to benefit most.

Important Disclosure Information

Past performance is not indicative of future results. The mention of 

companies/stocks herein is for illustrative purposes only and should not be 

interpreted as investment advice or recommended securities. The securities 

identified do not represent all of the securities purchased, sold or recommended 

and the reader should not assume that any listed security was or will be profitable. 

There is no guarantee that the same or similar holdings will be purchased or held 

in accounts in the future. It should not be assumed that account holdings will 

correspond directly to any such comparative benchmark index. Comparative 

indices may be more or less volatile than Riverbridge portfolios. Due to various 

factors, including changing market conditions, the content may no longer be 

reflective of current opinions or positions. 

Different types of investments involve varying degrees of risk, and there can be no 

assurance that the future performance of any specific investment, investment 

strategy, or product (including the investments and/or investment strategies 

recommended or undertaken by Riverbridge) or any other discussion made 

reference to directly or indirectly in this commentary will be profitable, equal any 

corresponding indicated historical performance level(s), be suitable for your 

portfolio or individual situation, or prove successful. You should not assume that 

any discussion or information contained in this commentary serves as the receipt 

of, or as a substitute for, personalized investment advice from Riverbridge, nor 

should it be construed in any way as tax, accounting, legal or regulatory advice. 

Performance-related information provided in this document is presented as 

supplemental information to the GIPS Composite Report included herein. 

Riverbridge performance results reflect the reinvestment of dividends and other 

account earnings and are net of applicable account transaction charges. 

Performance results do not reflect the impact of taxes. Where presented, gross-of-

fee performance figures presented do not reflect the deduction of investment 

advisory fees. A client’s returns will be reduced by the advisory fee and other 

expenses incurred in the management of its account. For example, the deduction of 

a 1% advisory fee over a 10-year period would reduce a 10% gross return to an 

8.9% net return. For example, the deduction of a 1% advisory fee over a 10-year 

period would reduce a 10% gross return to an 8.9% net return. Composite net of 

fees returns are calculated by reducing the gross returns by the maximum 

management fee. This fee is applied monthly to the gross return at 1/12th the 

annual rate per month. Net of fee returns, including all Composite inception 

returns, prior to January 1, 2014 are calculated using actual fees and expenses. 

Actual Fees may vary depending on, among other things, the applicable fee 

schedule and portfolio size. A description of our services and fees is included in our 

Brochure, ADV Part 2, which is available upon request.

80 South Eighth Street, Suite 1500, Minneapolis, MN 55402  •  612-904-6200

www.riverbridge.com
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Firm Information: Riverbridge Partners, LLC is a Minnesota based investment advisor registered with the Securities and Exchange Commission under the Investment Advisors Act of 1940. The 
firm provides investment management services to institutional and individual investors. The company offers growth and income oriented investment services which it believes will provide high 
returns over the long term. The firm’s standard fee schedule is an annual 1%.

Composite Characteristics: The Growth & Income Composite was created in January 2003 and its inception date was 12/31/2002. It is a diversified stock portfolio invested in higher yielding mid 
to large capitalization growth companies. A complete list and description of all firm composites, including broad and limited distribution pooled funds, is available upon request. The composite 

benchmark is the S&P 500® Index. The S&P 500® Index includes 500 industry leading companies measuring the performance of the large-cap U.S. equity universe. The benchmark returns are 
gross of all fees and taxes. The composite minimum value is $100,000.

Material risks of the strategy include stock market, business and economic development, liquidity, and foreign security risk.  Leverage, derivatives, short positions and illiquid investments are not 
used in the strategy. As with any investment, an investor may lose money, and the strategy can underperform its benchmark.  Investment in strategies is not insured by the FDIC or any other 
government agency.  

Calculation Methodology: Individual portfolios are revalued daily. Gross-of-fee returns are calculated net of transaction costs and gross of management fees. Effective January 1, 2025, net-of-
fee returns are changed retroactively to calculate by reducing the gross returns by the maximum fee of 1% charged to any account in the composite for the respective period. The 1% model fee is 

the highest tier of the current composite fee schedule. This fee is applied monthly to the gross return at 1/12th the annual rate, which is 0.0833% per month. Actual Fees may vary depending on, 
among other things, the applicable fee schedule and portfolio size. Investment management fees are described in Part 2 of Riverbridge’s form ADV. Prior to January 1, 2025, net-of-fee returns 
were calculated on the actual annual fee. Both gross-of-fee and net-of-fee returns are calculated gross of all withholding taxes on foreign dividends. Accruals are included in calculations. The 

dispersion measure is the equal-weighted standard deviation of accounts in the composite for the entire year. Dispersion and Ex-Post standard deviation is calculated using gross-of-fees returns. 
Policies for valuing investments, calculating performance, and preparing GIPS® Reports are available upon request.

Compliance Statement: Riverbridge claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS® 
standards. Riverbridge has been independently verified for the period 12/31/1989 – 12/31/2025. A firm that claims compliance with the GIPS® standards must establish policies and procedures 
for complying with all the applicable requirements of the GIPS® standards. Verification provides assurance on whether the firm’s policies and procedures related to composite and pooled fund 

maintenance, as well as the calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS® standards and have been implemented on a firm-wide 
basis. The Growth and Income Composite has had a performance examination for the periods 01/01/2003 – 12/31/2025. The verification and performance examination reports are available upon 
request.

Composite Benchmark: The benchmark returns are not covered by the report of the independent verifiers. Any indices and other financial benchmarks shown are provided for illustrative purposes 
only. Information about indices is provided to allow for comparison of the performance of the Adviser to that of certain well-known and widely recognized indices. There is no representation that 

such index is an appropriate benchmark for such comparison. You cannot invest directly in an index, which also does not take into account trading commissions and costs. The volatility of indices 
may be materially different from the performance of the Adviser. In addition, the Adviser's recommendations may differ significantly from the securities that comprise the indices.

Past performance does not guarantee future results. This performance report should not be construed as a recommendation to purchase or sell any particular securities held in composite 
accounts. Market conditions can vary widely over time and can result in a loss of portfolio value.

GIPS® is a registered trademark of CFA Institute.  CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein.  
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Ttl Firm 
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Advisory Only 
($Millions)

Ttl Firm Assets & 
Advisory Only 

($Millions)

2025 6.69 5.63 17.88 27 0.13 11.34 11.79 56.9 5,027.0 3,585.3 8,612.3

2024 12.17 11.05 25.02 23 0.10 15.84 17.15 53.0 6,877.6 4,387.5 11,265.1

2023 21.08 19.88 26.29 23 0.21 15.62 17.29 52.0 7,429.2 4,432.2 11,861.5

2022 -12.77 -13.64 -18.11 25 0.23 18.83 20.87 52.0 6,279.5 3,892.8 10,172.3

2021 21.09 19.88 28.71 23 0.41 15.45 17.17 56.0 9,408.0 6,149.6 15,557.6

2020 22.05 20.83 18.40 27 0.51 16.39 18.53 60.0 8,478.1 4,896.5 13,374.6

2019 25.24 23.99 31.49 30 0.37 10.69 11.93 56.8 5,378.3 2,633.2 8,011.5

2018 1.50 0.49 -4.38 28 0.35 10.08 10.80 40.2 4,737.1 1,842.0 6,579.1

2017 19.10 17.92 21.83 27 0.27 8.73 9.92 30.7 5,047.9 1,791.1 6,839.0

2016 16.93 15.77 11.96 32 0.22 9.63 10.59 46.4 4,686.7 1,546.6 6,233.3

GROWTH AND INCOME COMPOSITE
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