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PERFORMANCE (AS OF 12/31/2025)

4Q 2025 1 Year 3 Year 5 Year 10 Year Inception

Smid Cap Growth (Gross) -2.69% -9.23% 5.06% -3.24% 8.68% 9.63%

Smid Cap Growth (Net) -2.93% -10.13% 4.01% -4.20% 7.60% 8.65%

Russell 2500 Growth 0.33% 10.31% 14.32% 2.98% 10.55% 9.37%

Periods greater than one year are annualized. Inception Date: 12/31/2006. 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.                                                                                                                            

SMID CAP GROWTH
Commentary — December 31, 2025 

HIGHLIGHTS

• Russell 2500 Growth index cooled in the fourth quarter but delivered double digit returns for the third straight year

• The Riverbridge Smid Cap Growth strategy lagged meaningfully for the year; from April to October, small- and mid-cap stocks tied to AI, quantum 

computing, cryptocurrency, nuclear power, and biotech surged; the steady, internally financed earnings compounders with which we seek to populate the 

Riverbridge portfolios were left behind during the rally

• Looking ahead, we believe our portfolio has rarely been better positioned, in terms of both fundamental strength and relative valuation

Continued on next page…

MARKET COMMENTARY

Small and mid cap growth stocks came off the boil in the fourth quarter but still delivered a 

third consecutive year of double digit returns in 2025, thanks to a remarkable April to 

October rally.

Early in the year, the market grappled with macroeconomic and policy uncertainty. In 

January, Chinese start-up DeepSeek released a cost effective, open-source generative AI 

model that triggered a sharp sell-off in U.S. technology firms. Then in April, President 

Trump announced sweeping tariffs that sparked a further, widespread sell-off. By April 8, 

the Russell 2500 Growth index was down more than 20%.

When the Trump administration announced its 90-day tariff pause on April 9, however, the 

equity market was off to the races. Led by AI infrastructure players and a rally in 

speculative stocks, the Russell 2500 Growth climbed out of bear market territory and 

finished 2025 with a 10% return.

For the full year, Industrials and Health Care were the primary drivers of the index’s 

returns. The Industrials sector is home to many of the construction and equipment firms 

that are supporting the buildout of AI data centers, and those stocks were rewarded for 

their accelerating growth. In addition, the Aerospace & Defense industry delivered outsize 

performance amid elevated global tensions. Health Care returns were dominated by 

biotechnology and pharmaceutical firms, reflecting the speculative fervor of market 

participants after April’s lows.

PERFORMANCE COMMENTARY

Though relative performance stabilized late in the year, 2025 marked the most challenging 

period in decades for Riverbridge’s investment philosophy and portfolios. For the full year, 

our Smid Cap Growth strategy declined approximately 10% against the Russell 2500 

Growth index’s 10% advance. 

CONTRIBUTORS

Five Below, Inc.

Glaukos Corporation

Charles River Laboratories International, Inc.

Medpace Holdings, Inc.

Repligen Corporation

DETRACTORS

Grand Canyon Education, Inc. 

Paycom Software, Inc. 

CoStar Group, Inc. 

Tyler Technologies, Inc. 

AAON, Inc. 

FULL SALES 

BlackLine, Inc.

Kornit Digital Ltd.
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Performance Commentary continued…

The portfolio’s underperformance occurred entirely between April 

and October. At the market’s low on April 8, the Smid Cap Growth 

strategy was comfortably outperforming year-to-date. In the 

ensuing rally catalyzed by President Trump’s tariff pause 

announcement, however, our holdings were left behind as market 

participants bid up companies tied to artificial intelligence and 

other emerging technologies. Based on the decline in valuation of 

many of our portfolio companies, it also appears that some traders 

sold stocks that we hold to chase the rally.

As such, the majority of the performance headwinds for the 

portfolio were market driven. For nearly seven months, traders 

favored cyclical and speculative areas over the steady, consistent 

growth companies that tend to fit our investment philosophy. As 

always, we made a conscious effort to avoid chasing short-term 

trends or investing in companies without proven business models. 

Our focus remains on businesses that are fundamentally robust 

and profitable, with management teams actively positioning for 

sustainable growth, expanding customer relationships, and 

emerging opportunities. Those qualities may have been of little 

interest to market participants in 2025, but we believe they are 

imperative in the long run.

At the sector level, the strategy’s relative performance challenges 

were concentrated in the Information Technology and Industrials 

sectors.

In Information Technology, our overweight to software and 

services companies was the primary headwind. The Software and 

IT Services industries are battling negative sentiment as some 

investors are concerned that enterprise software and consultants 

will be less relevant as AI proliferates; valuations have declined 

across the space. We believe this concern is misplaced. In fact, if 

previous technological cycles are any indication, strategically 

positioned software and service providers will be leaders in 

harnessing new capabilities to improve efficiency and productivity 

both within their own operations and on behalf of their customers. 

We are confident that the portfolio contains many such companies 

with strong competitive moats, deeply embedded customer 

relationships, and recognized domain expertise that has earned 

them the right to participate in this next wave of innovation. 

Holdings such as Tyler Technologies (TYL), Workiva, (WK), and 

GoDaddy (GDDY) exceeded sales and profitability estimates 

throughout 2025 but all saw their stocks decline meaningfully.

In In Industrials, Riverbridge tends to invest in companies that 

deliver a substantial portion of their customer value proposition 

through services. With cyclicals outperforming on the year, such 

companies were largely ignored. Instead, the best performing 

Industrials stocks in the Russell 2500 Growth were almost all 

participating to some degree in AI data center construction, an 

area where we continue to be judicious in our exposure. Though 

we understand why many short-term investors are focused on this 

pocket of demand, when AI Capex inevitably slows, many of the 

companies thriving today may find themselves in a precarious 

position. We continue to prioritize growth opportunities we believe 

will persist throughout a market cycle.

Beyond these broad dynamics, the Riverbridge investment team 

will be closely monitoring several holdings in 2026 to determine 

whether the growth deceleration that caused their 

underperformance in 2025 was temporary as we believe. In 

Information Technology, high end technology consultant Globant 

SA (GLOB) will need to continue to demonstrate that their 

customers are hiring them for AI implementations while also 

showing that they can win new business amid an uncertain 

macroeconomic environment. In Consumer Staples, fresh dog and 

cat food manufacturer Freshpet (FRPT), meanwhile, needs to find a 

way to re-accelerate revenue growth in a muted consumer 

environment. With that said, they continue to grow much faster 

than the overall pet food category, suggesting their competitive 

position is strong and their continued retail expansion is bearing 

fruit.

Finally, several companies rewarded our patience in 2025 with 

strong performance. In Consumer Discretionary, value retailer Five 

Below (FIVE) rose throughout the year, as the company’s focus on 

improving merchandise and the shopping experience paid 

dividends in the form of accelerating same-store sales. In Health 

Care, clinical research service provider Medpace (MEDP) reported 

multiple strong quarters during the year as bookings accelerated 

due to an improving biopharma funding environment. 

TRANSACTION COMMENTARY

The Riverbridge investment team purchased one new portfolio 

company in the fourth quarter. AAON, Inc. (AAON) is a leading 

designer and manufacturer of high performance, energy efficient 

HVAC systems. The company differentiates by offering tailored, 

high-efficiency products rather than standardized commodity 

equipment, which supports premium pricing, strong margins, and 

a loyal customer base across commercial, institutional, and 

industrial markets. Today, 80% of its business serves stable sectors 

like schools, hospitals, and offices, but AAON’s liquid cooling 

solutions are increasingly in demand in AI data centers and 

represent a potential growth accelerant and business diversifier in 

the coming years.

Continued on next page…
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Commentary continued…

We sold out of two positions. Direct-to-garment printer 

manufacturer Kornit (KRNT) was sold for fundamental reasons. 

The adoption of high-volume digital printing is taking longer than 

we anticipated while the core print-on-demand custom apparel 

market is maturing, which pushed out the timing of accelerating 

growth and reset valuation expectations. Blackline (BL) was sold as 

a source of funds – it is still held in our Small Cap Growth strategy.

OUTLOOK

From our perspective, the Riverbridge strategies and portfolio 

companies have rarely been better positioned, both in terms of 

fundamental strength and relative valuation. In the coming years 

and decades, visionary companies across every sector will harness 

new capabilities to improve efficiency and productivity both within 

their own operations and on behalf of their customers. We invest in 

businesses we believe can adapt and grow during major periods of 

innovation. In addition, many companies we hold in unloved areas, 

such as health care and productivity software, continue to deliver 

attractive growth and profitability, but are now trading at 

historically low valuations. We believe this creates ample 

opportunity for performance improvement. Finally, on several 

occasions in our history, periods of underperformance have been 

followed by strong and rapid rebounds. History may not repeat, but 

it often rhymes.

As we enter 2026, we do so with confidence that the principles that 

have guided Riverbridge since 1987 remain as relevant as ever. 

Markets will continue to change, but we believe enduring 

businesses will thrive through those changes.

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. Composite net of fees 
returns are calculated by reducing the gross returns by the maximum management 
fee of 1%. This fee is applied monthly to the gross return at 1/12th the annual rate, 
which is 0.0833% 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.
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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 SMID Cap Growth Composite was created in January 2007 and its inception date was 12/31/2006. It is a diversified growth stock portfolio invested in small to 
mid capitalization growth companies.  The general market capitalization guideline can be redefined due to market appreciation or depreciation. 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 Russell 2500 TM Growth Index. The Russell 2500TM Growth Index 
includes the segment of securities within the Russell 2500TM Index with higher price-to-book ratios and higher forecasted growth values. The Russell 2500TM Index is an unmanaged index 
measuring the performance of the small to mid-cap U.S. equity universe. Composite dispersion is not presented for years with 5 or fewer accounts. The benchmark returns are gross of all fees and 

taxes. The composite minimum value is $100,000. Prior to January 1, 2016, the composite minimum value was $50,000.

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. The composite may contain accounts with performance based fees.  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 – 12/31/2024. 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 SMID Cap Growth Composite has had a performance examination for the periods 01/01/2007 – 12/31/2024. 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.

The SMID Cap Growth Composite Assets for 2023 was originally presented as $1,092.3 million. The correct Composite Assets are $1,545.4 million, as shown in this revised GIPS Report.

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.  

Year  
Gross-of-Fee
 Return (%)

Net-of-Fee 
Return (%)

Russell 2500  
Growth Return 

(%)
Portfolios Dispersion (%)

Composite 3-Year
Ex-Post 
Std. Dev.

Russell 2500  
Growth 3-Year

Ex-Post Std. Dev.

Composite Assets 
($ Millions)

Ttl Firm Assets
($ Millions)

Advisory Only 
($Millions)

Ttl Firm Assets & 
Advisory Only 

($Millions)

2024 5.04 3.99 13.90 107 0.26 21.13 22.80 1,277.4 6,877.6 4,387.5 11,265.1

2023 21.61 20.40 18.93 114 0.78 20.43 20.95 1,545.4 7,429.2 4,432.2 11,861.5

2022 -31.56 -32.24 -26.21 115 0.48 23.15 25.18 1,101.4 6,279.5 3,892.8 10,172.3

2021 6.88 5.81 5.04 106 0.41 19.06 21.97 1,569.8 9,408.0 6,149.6 15,557.6

2020 47.90 46.43 40.47 83 0.83 20.53 23.93 1,459.6 8,478.1 4,896.5 13,374.6

2019 33.09 31.76 32.65 82 0.55 14.46 15.85 972.9 5,378.3 2,633.2 8,011.5

2018 0.44 -0.56 -7.47 82 0.48 14.65 15.33 996.2 4,737.1 1,842.0 6,579.1

2017 26.27 25.01 24.46 85 1.12 11.97 13.04 1,187.4 5,047.9 1,791.1 6,839.0

2016 8.58 7.50 9.73 86 0.49 13.45 14.67 942.6 4,686.7 1,546.6 6,233.3

2015 0.37 -0.62 -0.19 90 0.48 12.24 13.29 850.3 5,030.8 1,202.4 6,233.2

SMID CAP GROWTH COMPOSITE
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