
Our outlook retains a cautious but still pro cyclical 
outlook, with our largest risk budget committed to 
industrials and related cyclicals that tend to benefit 
from ongoing aerospace, infrastructure, and reshoring 
capex, despite the recent portfolio drawdown. At 
the same time, the portfolio maintains sizeable but 
diversified exposure to technology, healthcare, and 
financials as we still expect innovation to be rewarded 
over a multi year horizon, while keeping modest 
allocations to utilities, REITS and cash as ballast against 
volatility rather than as a core defensive stance.

For the first quarter of 2026, industrials were the most 
meaningful positive sector, driven by cyclical exposure 
to aerospace, infrastructure, and specialized industrial 
services. Our utilities and a small basic materials sleeve 
added marginally to the portfolio. Real estate detracted 
slightly, while all other equity categories (technology, 
financials, healthcare, consumer cyclical, and “other 
equity”) generated what we believe will be temporary 
negative returns.
The sector allocation is the very definition of a quality 
biased, benchmark aware small cap strategy that 
deliberately overweights industrials and specialty 
cyclicals and underweights classic defensives like utilities 
and real estate, while still keeping broad exposure 
across technology, financials, healthcare, and consumer 
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cyclicals. Industrials are by far the largest sleeve and 
the main active risk budget, consistent with a view that 
specialized industrial, aerospace, and infrastructure 
names have the potential to offer persistent alpha 
through idiosyncratic earnings drivers rather than pure 
factor bets. Utilities, real estate, and basic materials 
positions are relatively small, serving more as diversifiers 
and yield or inflation hedges than as primary return 
engines. Technology, financial services, healthcare, 
and “other equity” are all meaningfully sized but are  
diversified rather than concentrated in any single 
industry vertical, suggesting an intent to capture 
small cap growth and innovation premia without 
overly relying on one sector. Overall, our strategy is to 
concentrate active risk where we we believe we have a 
fundamental edge (industrials and specialty cyclicals) 
while maintaining diversified, though at times volatile, 
exposure to innovation sectors that can drive long term 
excess returns for our clients.
We believe the portfolio is well positioned in certain 
businesses that in our view are positioned well in 
the current market environment. Going forward we 
continue to invest in companies with positive business 
momentum, high quality balance sheets, little-to-no 
debt, and attractive cash flow dynamics. We strongly 
believe that companies with these characteristics will 
outperform their peers over time.

For purposes of this commentary, “we” and “our” refer to Palisades Investment Partners 
and its sole member, Quinn Stills, subadviser to PIA’s Small Cap Core strategy.
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Pacific Income Advisers is an investment management firm registered with the U.S. Securities and Exchange Commission under the Investment Advisers Act of 1940. Registration does not imply a certain level of skill or training. 
PIA manages a variety of fixed income and equity assets for primarily United States clients. 

Investing involves risk of loss, including the loss of principal invested. A few of the main risks associated with Small Cap Equities are liquidity, capital financing, lack of operational history and lack of information about the 
company. For a full description of these and other risks facing the portfolio please review the Risk of Loss section in our ADV Client Brochure. Past performance is not an indicator of future results. 
1 For informational purposes only, the specific investments shown represent only the top contributors and detractors for the relevant performance time period.  The selection criteria used to determine the top contributors and 
detractors remains the same across performance measurement periods.

The Russell 2000 index measures the performance of the 2,000 smallest companies in the Russell 3000 index. The Frank Russell Company created the index in 1984, and it was one of the first broad benchmarks of the U.S. 
equity market. Indexes are unmanaged, do not incur management fees, costs, and expenses, and cannot be invested in directly.

This document does not constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or financial product. It is provided for information purposes only and on the understanding that the recipient 
has sufficient knowledge and experience to be able to understand and make their own evaluation of the proposals and services described herein, any risks associated therewith and any related legal, tax, accounting or other 
material considerations. To the extent that the reader has any questions regarding the applicability of any specific issue discussed above to their specific portfolio or situation, prospective investors are encouraged to contact 
PIA or consult with the professional advisor of their choosing.

Certain information contained herein constitutes “forward-looking statements,” which can be identified by the use of forward-looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” 
“intend,” “continue,” or “believe,” or the negatives thereof or other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events, results or actual performance may differ materially from 
those reflected or contemplated in such forward-looking statements. Nothing contained herein may be relied upon as a guarantee, promise, assurance or a representation as to the future.


