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        LKCM SMID Cap Core Composite (gross) 13.2% 9.6% 14.7% 14.8% 6.1% 12.2% 10.3% 
LKCM SMID Cap Core Composite (net) 12.9% 9.0% 13.5% 13.6% 5.1% 11.1% 9.1% 
Russell 2500® Index 20.3% 22.7% 36.7% 18.4% 8.3% 12.2% 10.0% 

The Russell 2500® Index, an index composed of SMID cap, public companies, returned 20.2% during 2Q 2026.  Huge returns 
from a small subset of names skewed return distribution, as investors rushed back into risk assets. The top 10 contributing 
stocks, which consisted mostly of AI-related stocks, contributed nearly 30% of the index’s total return during 2Q 2026.  
Excluding these top 10 stocks, the index returns would have been roughly 14.3%. Further displaying the narrowness of the 
market returns, the Russell 2500 Semiconductor Subsector Index returned 114% during 2Q 2026. The Health Care sector was 
the second-best performing sector for the quarter, similarly, supported by strength in the Biotechnology subsector, which 
further exhibits this momentum in risk assets during the second quarter. 

The U.S. economy remains surprisingly resilient despite restrictive monetary policy, elevated geopolitical uncertainty, and 
inflation that continues to run above the Federal Reserve’s target. Real GDP grew at a 2.1% annualized rate in the first quarter, 
supported by healthy labor markets, strong corporate earnings, and one of the most powerful business investment cycles in 
decades. Unlike prior expansions driven by housing or consumer borrowing, current growth is increasingly fueled by capital 
spending on artificial intelligence, automation, manufacturing reshoring, and infrastructure. AI-related investment in 
equipment, software, and data centers is estimated to have contributed roughly three-quarters of first-quarter GDP growth, 
creating demand well beyond technology and into industrial, construction, power, and transportation sectors. While inflation 
pressures persist due to energy costs, tariffs, and infrastructure bottlenecks, these are primarily supply-driven constraints rather 
than evidence of excessive demand, making Federal Reserve less likely to tighten monetary policy. The near-term economic 
outlook remains constructive, although higher long-term interest rates and growing federal debt warrant monitoring.  

Financial markets continue to be supported by robust earnings expectations, with Russell 2500® Index profits projected to 
grow approximately 34% in 2026. However, outsized gains have remained principally concentrated in a small group of AI-
related companies, reflecting investor confidence that massive AI capital spending will translate into sustained cash flow and 
productivity gains. Unprofitable companies in the index outperformed profitable companies by 1200bps in the quarter, 
extending a run experienced over four of the past five quarters. The fundamental backdrop with accelerating earnings 
reinforced the increase in risk appetite. While AI is likely to transform the economy, the key investment question is whether 
today’s extraordinary earnings and capital investment represent the beginning of a durable secular growth cycle or cyclical 
peak in profitability. LKCM views the economic backdrop favorably but cautions that some equity valuations already discount 
a very optimistic future, making it essential for investors to distinguish between companies benefiting solely from a, 
potentially, temporary surge in AI spending and those capable of generating sustainable long-term returns. 

The LKCM SMID Cap Core composite returned 12.9% net of fees for the quarter-ended June 30, 2026, as compared to an 
increase of 20.2% for the Russell 2500® Index.  Our underweight positions in both Consumer Discretionary and Consumer 
Staples sectors provided the largest contributions to portfolio relative performance from sector weights. The two weakest 
contributions to relative performance resulted from our underweight in Technology and from Cash & Equivalents (cash drag). 
Overall, our sector exposures detracted from portfolio performance relative to the Russell 2500® Index during the quarter. 
Securities selection within the sectors contributed greatest in the Materials and Utilities sectors, while the weakest attributions 
from security selection for the quarter were in Information Technology and Industrials sectors. The Technology sector, which 
returned more than 66% for the index, represented most of the negative selection effect during the quarter. 

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. 

*   4/1/05 – 6/30/26 
** This presentation is supplemental to the attached GIPS Report.  Past performance is not indicative of future results. 
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BRIGHTSPRING HEALTH SERVICES 5.4 %

FTAI AVIATION LTD COM 3.9 %

TOWER SEMICONDUCTOR LTD 3.2 % Net

MATERION CORP 3.2 %   ALPHA -0.06%

FIRSTCASH INC 3.1 %   BETA 0.92

NATERA INC 3.1 %   R2
88%

MERCURY SYSTEMS INC 2.8 %

NCR ATLEOS CORP 2.6 %

SPX TECHNOLOGIES COM 2.6 %   UP CAPTURE 91%

TALEN ENERGY CO 2.5 %

32.4 %

*The largest ten holdings are at 06/30/26 and may not reflect current holdings.

LESS RISK

RETURN

INDUSTRIALS 21.6% 3.95% 18.84% 4.39%

FINANCIALS 14.4% 0.98% 16.60% 2.86%

INFORMATION TECHNOLOGY 14.3% 3.77% 16.94% 7.79%

HEALTH CARE 12.2% 0.05% 16.73% 4.13%

CONSUMER DISCRETIONARY 9.5% 0.74% 7.98% 1.33%
RETURN

REAL ESTATE 1.3% -0.02% 5.22% 0.97%

MATERIALS 4.7% 1.87% 4.67% 0.15%

ENERGY 6.7% -0.16% 5.94% -0.65%

CONSUMER STAPLES 5.9% 1.08% 1.68% 0.18%

UTILITIES 0.0% 0.00% 2.82% 0.02%

COMMUNICATION SERVICES 2.5% 0.72% 2.57% 0.38%

CASH & EQUIVALENTS 6.9% 0.07% 0.00% 0.00%

TOTAL PORTFOLIO 100.0% 13.2% 100.0% 21.5%

TR = Total Return 

  Sources:  LKCM Smid Cap Equity Composite, Zephyr Informa Financial Intelligence and LSEG Data and Analytics.

SD = Standard Deviation

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

  *Total Net Return Since Inception (4/01/05 to 06/30/26) Annualized
**Standard deviation and performance characteristics reporting period (4/01/05 to 06/30/26)

MORE RISK

Portfolio
Contribution

Benchmark
ContributionMORE

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

               
LESS 

88%

94%  DOWN CAPTURE 0%

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

ATTRIBUTION (2Q 2026)

Avg.
Benchmark

Weight

Avg.
Portfolio
Weight

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 and mid-cap companies.

PORTFOLIO RESULTS

*Turnover rate is based on a representative portfoio for a rolling one year period 
ending 06/30/26

PORTFOLIO CHARACTERISTICS

0.92

TEN LARGEST HOLDINGS 06/30/2026

LKCM SMID CAP EQUITY COMPOSITE
JUNE 30, 2026

 (Benchmark - Russell 2500)

1.01%

(Since Inception)
RETURN ON  EQUITY (Median)                                                      14.9%

LONG TERM DEBT TO TOTAL CAPITAL                                   30%

P/E FWD 4 Quarters (ex Neg-earnings)                                             21 x

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

WTD AVG. MARKET CAPITALIZATION                    $12,534 Million

TOTAL SMID CAP EQUITY COMPOSITE ASSETS         $161 Million

#HOLDINGS                                                                                           56

PORTFOLIO TURNOVER*                                                                59%

ACTIVE SHARE                                                                                   96%
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STANDARD DEVIATION

LKCM SMID CAP EQUITY COMPOSITE

9.08% TR Net*
19.41% SD Net **

LKCM SMID CAP

10.04% TR*
19.78% SD**

Russell 2500



6/30/26

�LKCM SMID Cap Equity Composite Cumulative Returns Since Inception (4/1/05 – 6/30/26)

LKCM SMID Cap Equity Composite
Cumulative Returns Since Inception (4/1/05 – 6/30/26)

The performance results should be reviewed along with the attached Luther King Capital Management 
SMID Cap Equity Composite GIPS Report. Past performance is not indicative of  future results.

LKCM SMID Cap Equity Composite (gross)
LKCM SMID Cap Equity Composite (net)
Russell 2500 Index
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6/30/26

LKCM SMID CAP EQUITY COMPOSITE
GIPS REPORT AS OF JUNE 30, 2026

GIPS Report Page 2



6/30/26

LUTHER KING CAPITAL MANAGEMENT
SMID CAP EQUITY COMPOSITE

PERFORMANCE RESULTS*
APRIL 1, 2005 – JUNE 30, 2026



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


	ADP142F.tmp
	LUTHER KING CAPITAL MANAGEMENT
	LKCM SMID CAP CORE COMPOSITE
	Second Quarter, 2026 Update

	Performance **

	ADP6EA0.tmp
	LKCM SMID Cap Equity Composite�Cumulative Returns Since Inception (4/1/05 – 6/30/26)
	Slide Number 2
	Slide Number 3
	Slide Number 4


