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        LKCM Small Cap Core Composite (gross) -1.7% -1.7% 21.5% 14.4% 5.9% 12.2% 11.2% 
LKCM Small Cap Core Composite (net) -2.0% -2.0% 20.3% 13.3% 4.9% 11.0% 10.1% 
Russell 2000® Index 0.9% 0.9% 25.7% 13.1% 3.8% 9.9% 9.0% 

The Russell 2000® Index, an index composed of small cap, public companies, returned 0.9% during 1Q 2026.  Value was the 
best performing cohort, as the Russell 2000 Value Index returned 5.0% while Russell 2000 Growth Index returned -2.8%. 
Russell 2000 Quality Price Index slightly outperformed the broad index. Energy provided outsized returns during the quarter, 
as the conflict in Iran raised geopolitical risk premiums and supply risks on global crude oil prices. The Materials sector was 
the second-best performing sector for the quarter, while Information Technology and Consumer Discretionary were the two 
worst performing sectors during the quarter. 

During the past quarter, economic conditions and markets reflected a clear shift in regime. Early in the quarter, easing yields 
and improving leading indicators (including PMIs and housing) supported risk appetite and a broadening rally, as investors 
leaned into the idea that growth would inflect for more rate sensitive constituents. Labor and consumer data generally held 
up, but the “last mile” on inflation stayed sticky enough to keep policy sensitivity elevated. That backdrop changed materially 
in March as geopolitical stress pushed energy prices higher, rekindled inflation concerns, and tightened financial conditions 
– leaving equities increasingly driven by oil, rates, and inflation concerns. Under the surface, market breadth deteriorated, 
dispersion widened, and credit conditions became a more visible constraint even when headline indices appeared resilient. 

Looking ahead to the rest of 2026, the outlook will likely hinge on whether inflation risks from energy recedes and allows 
rates to fall; the persistence of a commodity-driven inflation risk would keep policy expectations more restrictive. Our base 
case is a choppy but fundamentally constructive backdrop where growth inflects for small caps, earnings remain broadly 
resilient, and the market gradually re-anchors to fundamentals once oil volatility cools. In that scenario, returns should be 
more idiosyncratic – driven by cash flow durability, pricing power, and balance sheet quality. Elevated dispersion argues for 
selectivity rather than owning broad beta. The downside risk is an oil driven inflation impulse that keeps rates rising and 
financial conditions tightening enough to pressure multiples and capex. The upside case calls for disinflation, which reopens 
space for further monetary accommodation. The favorable backdrop would support more equity risk capital in long duration 
growth, rate sensitive subsectors, and small cap equity securities. Key swing factors include the path of oil and direction of 
real yields, determining whether leadership remains inflation/commodity sensitive versus rotating back toward growth as 
uncertainty clears.  

The LKCM Small Cap Core composite returned -2.0% net of fees for the quarter-ended March 31, 2026, as compared to an 
increase of 0.9% for the Russell 2000® Index.  Our overweight in Industrials and underweight in Health Care were the largest 
allocation contributions to portfolio relative performance. The two weakest contributions to relative performance from 
allocation resulted from a slight underweight in Energy and overweight in Consumer Discretionary. Overall, our sector 
exposures contributed to portfolio performance relative to the Russell 2000® Index during the quarter, largely driven by 
selection effect in Information Technology. Securities selection contributed to attribution with greatest security selection 
benefit from the Information Technology and Materials sectors, while the weakest attributions from security selection for the 
quarter were in the Health Care and Industrials sectors. 

Our investment strategy is to maximize our internal, research-intensive process and to identify competitively advantaged 
companies that generate strong financial returns with attractive reinvestment opportunities. We strive to purchase these stocks 
at attractive prices.  We believe these companies increase the value of their enterprise which will lead to long-term equity 
returns for our investors.  Our goal is to generate superior returns through market cycles relative to our benchmark by 
consistently executing our investment strategy and minimizing the risk (volatility) of the portfolio in pursuit of long-term, 
capital appreciation. 

*   10/1/94 –3/31/26 
** This presentation is supplemental to the attached GIPS Report.  Past performance is not indicative of future results. 
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LUMENTUM HOLDINGS 3.2 %

CIENA CORP 2.6 %

TOWER SEMICONDUCTOR LTD 2.6 % Net

PLANET LABS PBC 2.2 %   ALPHA 2.01%

ROGERS CORP 2.0 %   BETA 0.89

CECO ENVIRONMENTAL CORP 2.0 %   R2
89%

MATERION CORP 1.9 %

ARCHROCK INC 1.8 %  ---------------------------------------------------------------

ENSIGN GROUP INC 1.8 %   UP CAPTURE 96%

ITT CORPORATION 1.8 %

22.0 %
*The largest ten holdings are at 03/31/26 and may not reflect current holdings.

LESS RISK

RETURN

INDUSTRIALS 21.5% 0.0 18.7% 0.8

HEALTH CARE 15.9% -3.8 17.5% -0.8

FINANCIALS 15.2% -0.5 17.2% -0.1

INFORMATION TECHNOLOGY 14.6% 2.8 14.4% -0.7

CONSUMER DISCRETIONARY 9.2% -0.7 8.8% -0.4
RETURN

ENERGY 5.5% 1.4 5.7% 1.8

REAL ESTATE 1.9% -0.4 5.5% 0.0

MATERIALS 4.0% 0.3 4.7% 0.3

UTILITIES 0.0% 0.0 3.0% 0.1

COMMUNICATION SERVICES 2.7% -0.6 2.6% 0.0

CONSUMER STAPLES 5.5% -0.4 1.8% 0.0

CASH & EQUIVALENTS 4.0% 0.0 0.0% 0.0

TOTAL PORTFOLIO 100.0% -1.7% 100.0% 0.9%
TR = Total Return                          SD = Standard Deviation

TEN LARGEST HOLDINGS 03/31/26*

88%

LKCM SMALL CAP CORE COMPOSITE
March 31, 2026

(Benchmark - Russell 2000)

3.03%

MORE RISK

ATTRIBUTION (1Q 2026)

Avg.
Benchmark

Weight

Avg.
Portfolio
Weight

Portfolio
Contribution

(Since Inception)

Provide superior performance with lower volatility relative to our benchmark with a focus on 
achieving long-term capital appreciation through long-term investment in competitively-
advantaged small-cap companies.

PORTFOLIO RESULTS

*Turnover rate is based on a representative portfoio for a rolling one year period ending 
03/31/26

  DOWN CAPTURE

PORTFOLIO CHARACTERISTICS

Source: LSEG Data and Analytics.  Performance results calculated byRefinitiv may differ significantly from those 
calculated by LKCM due to differences in methodology for transaction pricing and accounting for capital 
transactions.

  Sources:  LKCM Small Cap Core Composite, Zephyr Informa Financial Intelligence, and LSEG Data and Analytics.

  This presentation is supplemental to the attached GIPS Report.  Past performance is not indicative of future results.  

MORE

               
LESS 

Benchmark
Contribution

  *Total Net Return Since Inception (10/01/94 to 03/31/26) Annualized
**Standard deviation and performance characteristics reporting period (10/01/94 to 03/31/26)

RETURN ON  EQUITY (Median)                                                         13.9%

LONG TERM DEBT TO TOTAL CAPITAL                                      30%

P/E FWD 4 Quarters (ex Neg-earnings)                                                18x

--------------------------------------------------------------------------------------------

WTD AVG. MARKET CAPITALIZATION                          $5,167 Million

TOTAL SMALL-CAP EQUITY COMPOSITE ASSETS     $   371 Million

#HOLDINGS                                                                                            77

PORTFOLIO TURNOVER*                                                                35%

ACTIVE SHARE 94%
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STANDARD DEVIATION

LKCM SMALL CAP CORE COMPOSITE

10.10% TR Net*
19.70% SD Net**

LKCM Small Cap

8.96% TR*
20.81% SD**

Russell 2000

mailto:mking@lkcm.com


3/31/26

�LKCM Small Cap Core Composite  Cumulative Returns Since Inception (10/1/94 – 3/31/26)

LKCM Small Cap Core Composite
Cumulative Returns Since Inception (10/1/94 – 3/31/26)

LKCM Small Cap Core Composite (gross)
LKCM Small Cap Core Composite (net)
Russell 2000 Index

The performance results should be reviewed along with the attached GIPS Report.
Past performance is not indicative of future results. Time periods over one year are annualized.

Since
YTD One Year Three Years Five Years Ten Years Inception

1/1/25- 4/1/25- 4/1/23- 4/1/21- 4/1/16- 10/1/94-
3/31/26 3/31/26 3/31/26 3/31/26 3/31/26 3/31/26

LKCM Small Cap Core
  Composite (gross) (1.72) 21.46% 14.39% 5.94% 12.15% 11.21%
LKCM Small Cap Core
  Composite (net) (1.96) 20.26% 13.26% 4.89% 11.04% 10.10%
Russell 2000 Index 0.89% 25.72% 13.05% 3.77% 9.88% 8.96%

TOTAL RETURN

ANNUALIZED



3/31/26



3/31/26

LKCM SMALL CAP CORE COMPOSITE
GIPS REPORT AS OF MARCH 31, 2026



3/31/26

LUTHER KING CAPITAL MANAGEMENT
SMALL CAP CORE COMPOSITE

PERFORMANCE RESULTS*
OCTOBER 1, 1994 – MARCH 31, 2026

Annualized Returns Ending 3/31/26
1 Year 21.46 % 20.26 % 22.45 % 21.23 % 25.72 %
2 Years 9.20 8.11 9.46 8.37 9.86
3 Years 14.39 13.26 15.08 13.94 13.05
4 Years 8.59 7.51 9.10 8.02 6.30
5 Years 5.94 4.89 6.29 5.24 3.77
6 Years 19.05 17.86 19.75 18.56 15.26
7 Years 11.40 10.29 11.95 10.84 8.60
8 Years 10.90 9.80 11.45 10.35 7.76
9 Years 11.26 10.15 11.79 10.68 8.20
10 Years 12.15 11.04 12.74 11.62 9.88
11 Years 9.69 8.60 10.21 9.11 7.93
12 Years 9.13 8.05 9.64 8.55 7.95
13 Years 10.16 9.06 10.69 9.59 9.17
14 Years 9.87 8.78 10.40 9.30 9.67
15 Years 9.62 8.53 10.13 9.03 8.98
16 Years 11.24 10.14 11.82 10.71 9.96
17 Years 13.65 12.52 14.34 13.21 12.53
18 Years 9.90 8.81 10.35 9.25 8.91
19 Years 8.70 7.61 9.08 7.99 7.63
20 Years 8.33 7.25 8.69 7.61 7.54
21 Years 9.52 8.43 9.93 8.84 8.35
22 Years 9.84 8.74 10.28 9.18 8.22
23 Years 11.33 10.22 11.89 10.78 10.19
24 Years 9.76 8.66 10.17 9.08 8.31
25 Years 10.25 9.15 10.75 9.65 8.54
26 Years 9.88 8.79 10.30 9.21 7.50
27 Years 10.50 9.40 11.07 9.97 8.48
28 Years 9.44 8.35 9.79 8.70 7.48
29 Years 10.33 9.23 10.75 9.65 8.52
30 Years 10.48 9.38 10.92 9.82 8.41
31 Years 11.14 10.03 11.70 10.59 9.02
31 1/2 Years 11.21 10.10 11.79 10.67 8.96

*The results shown above should be reviewed along with LKCM Small Cap Core Composite GIPS Report. If you have 
not received a copy of the GIPS Report, please contact Luther King Capital Management for a copy. Equity returns are 
supplemental information to this composite. In accordance with the SEC Marketing Rule that went into effect November 
4, 2022, net of fee are calculated by reducing the gross returns by the maximum fee charged to any account in the 
composite for the respective period. Past performance is not indicative of future results.



GLOSSARY OF TERMS

Alpha represents the excess return of the composite over the expected market return.

Beta measures the risk or volatility of the composite relative to the market as a whole.  

R   measures the correlation of composite returns to the benchmark.  

Up Capture measures the percentage of benchmark performance captured by the composite during up quarters.

Down Capture measures the percentage of benchmark performance captured by the composite during down quarters.

Growth investing is an investment style and investment strategy that is focused on the growth of an investor's capital. Those 
who follow the growth investing style - growth investors - typically invest in growth stocks or companies whose earnings are 
expected to grow at an above-average rate compared to its industry or the overall market. 

Value  investing is an investment strategy where stocks are selected that trade for less than their intrinsic values. Value 
investors actively seek stocks they believe the market has undervalued. Investors who use this strategy believe the market 
overreacts to good and bad news, resulting in stock price movements that do not correspond with a company's long-term 
fundamentals, giving an opportunity to profit when the price is deflated.

2


	1Q26 Small_Cap Commentary
	LUTHER KING CAPITAL MANAGEMENT
	LKCM SMALL CAP CORE COMPOSITE
	First Quarter, 2026 Update

	Performance **

	Small Cap 3-31-26_PP_slides.pdf
	LKCM Small Cap Core Composite� Cumulative Returns Since Inception (10/1/94 – 3/31/26)
	Slide Number 2
	Slide Number 3
	Slide Number 4

	2026_0331_Small-Cap Master Template Page 2 Net Only 
	Instructions
	master
	Eikon Characteristics input
	Eikon Sector Input
	Holdings Mkt Value
	Zephyr Input
	Zephyr Backup
	Old do not use
	Dec


