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Seeks Growth & Capital Preservation (Performance (%) as of 6-30-2026)

The performance data quoted represents past performance and does not guarantee future results. Current performance may be lower or higher. Periods over one-year are 
annualized. Performance figures are presented gross and net of fees and have been calculated after the deduction of all transaction costs and commissions, and include the 
reinvestment of all income. Please reference the GIPS Report which accompanies this commentary. 

The commentary is not intended as a guarantee of profitable outcomes. Any forward-looking statements are based on certain expectations and assumptions that are 
susceptible to changes in circumstances. Opinions and views expressed constitute the judgment of Polen Capital as of the date herein, may involve a number of assumptions 
and estimates which are not guaranteed, and are subject to change. Contribution to relative return is a measure of a securities contribution to the relative return of a 
portfolio versus its benchmark index. The calculation can be approximated by the below formula, taking into account purchases and sales of the security over the 
measurement period. Please note this calculation does not take into account transactional costs and dividends of the benchmark, as it does for the portfolio. Contribution to 
relative return of Stock A = (Stock A portfolio weight (%) - Stock A benchmark weight (%)) x (Stock A return (%) – Aggregate benchmark return (%)). 

All company-specific information has been sourced from company financials as of the relevant period discussed. 
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Polen Global Growth (Gross) 8.57 -8.26 -7.86 4.92 0.62 10.83 10.13 

Polen Global Growth (Net) 8.44 -8.57 -8.64 3.86 -0.45 9.81 9.12 

MSCI ACWI 14.93 11.25 23.67 19.68 10.98 12.78 10.91 
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• The second quarter of 2026 was another strong one for global 
equities with the MSCI ACWI (the "Index") advancing 14.9%, 
marking its best quarter since the initial stages of the COVID 
recovery in 2Q 2020. In our view, the rally remained narrowly 
concentrated in a specific set of perceived AI infrastructure 
beneficiaries.

• Semiconductors, and memory-related businesses in particular, 
delivered exceptional returns as many investors focused on supply 
bottlenecks, accelerating demand for compute, and the capital 
intensity required to support generative and agentic AI.

• The Polen Global Growth Composite Portfolio (the “Portfolio”) 
generated positive absolute returns but lagged the Index, as our 
Portfolio did not own enough of what the market most 
aggressively rewarded and owned too much of what the market 
continued to ignore or penalize, including Software, Healthcare, 
and Financials businesses.

• The largest relative contributors to the Portfolio’s performance 
included Tokyo Electron, TSMC, and ASML, while the largest 
relative detractors were Zoetis, Micron Technology (not held), and 
Tencent Holdings.

• Market structure remains an increasingly important part of the 
story, as price momentum, thematic flows, passive index 
concentration, and short-term trading appear to be reinforcing 
one another, causing favored businesses to rise sharply while 
companies without obvious momentum or thematic support can 
remain in the penalty box for longer than fundamentals might 
suggest.

• The net goal of our activity this quarter was to redeploy capital 
away from businesses where we feel growth has either slowed or 
become more uncertain, and into advantaged companies where we 
see stronger current momentum, attractive long-term growth 
prospects, and more visible demand tailwinds.

• We remain confident in the long-term earnings power of the 
Portfolio but recognize that confidence alone is not a portfolio 
management strategy. The market has changed, the Index has 
changed, and the cost of being overly patient has risen, so we are 
adapting while preserving the core of who we are: fundamental 
investors seeking to own competitively advantaged businesses 
capable of compounding earnings over time.
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Commentary

The second quarter of 2026 was another strong one for global 
equities with the MSCI ACWI (the "Index") advancing 14.9%, 
marking its best quarter since the initial stages of the COVID 
recovery in 2Q 2020. The Polen Global Growth Composite Portfolio 
(the “Portfolio”) also generated positive absolute returns, rising 
8.4% (net of fees), despite lagging the Index. 

In our view, the dominant feature of the quarter was not simply 
that growth stocks rallied, but that the rally remains narrow, 
momentum-driven1 and concentrated in a specific set of perceived 
AI infrastructure beneficiaries. Semiconductors, and memory-
related businesses in particular, delivered exceptional returns as 
many investors focused on supply bottlenecks, accelerating 
demand for compute, and the capital intensity required to support 
generative and agentic AI. At the same time, many Software, 
Financials, and Healthcare companies—areas where the Portfolio 
has historically found numerous high-quality, recurring-revenue 
businesses—continued to lag. In short, we believe the market 
rewarded immediacy: near-term revenue acceleration, visible 
bottlenecks, and direct exposure to AI infrastructure spending 
while showing far less patience for companies whose long-term 
advantages may remain intact, but where current business 
momentum is less obvious.

This specific dynamic was the primary driver of the Portfolio’s 
relative underperformance. Compared to the increasingly 
concentrated Index, our Portfolio didn’t own enough of what the 
market most aggressively rewarded (namely, memory and CPU-
related Semis businesses) and owned too much of what the 
market continued to ignore or penalize. Software businesses 
remained pressured by concerns that generative AI could disrupt 
existing business models, compress pricing power, or change the 
future value of traditional systems of record and workflow tools. 
Healthcare and Financials companies, meanwhile, generally lacked 
the narrative excitement and near-term acceleration that 
investors sought during the quarter. In many cases, we believe the 
market’s concerns are overstated and that the long-term 
competitive positions of our holdings remain strong. However, that 
distinction has not mattered much in the short term.

We feel the market structure itself has become an increasingly 
important part of the story, as price momentum, thematic flows, 
passive index concentration, and short-term trading appear to be 
reinforcing one another. To our eye, businesses associated with 
favored themes continue to attract capital because their stocks 
are going up, and their stocks continue to go up because capital 
keeps flowing into the theme. Conversely, companies without 
obvious thematic associations or the subject of negative 
narratives appear stuck in the penalty box for far longer than their 
underlying fundamentals might suggest. Temporary slowdowns 
seem to be priced as though they are permanent, while temporary 
bottlenecks in favored areas appear to be extrapolated as though 
they will persist indefinitely.

Portfolio Performance and Attribution

In Q2 2026, the Portfolio returned 8.4% (net of fees) compared to 
14.9% for the Index.  Top relative contributors to the Portfolio’s 
performance included Tokyo Electron, TSMC, and ASML. By 
contrast, the largest relative detractors in the quarter were 
Zoetis, Micron Technology (not held), and Tencent Holdings.

Tokyo Electron was the Portfolio’s top-performing holding during 
the quarter as investors rewarded companies directly enabling the 
AI infrastructure buildout. Tokyo Electron is a leading supplier of 
semiconductor manufacturing equipment, with leadership across 
deposition, etch, cleaning, and coating/developing systems that 
are essential to producing increasingly advanced semiconductor 
devices. The company continued to benefit from robust 
investment in leading-edge logic, high-bandwidth memory, 
advanced packaging, and other technologies supporting AI-related 
demand. We believe Tokyo Electron is well positioned to benefit 
from investment cycles across leading-edge semiconductor 
manufacturing given its technology leadership and broad 
customer relationships. 

Zoetis was the largest detractor during the quarter as the market 
continued to quickly penalize any disappointment in business 
momentum. The company remains the world’s leading animal 
health business, with the broadest portfolio, largest footprint, and 
a long history of bringing human health innovations into animal 
care. However, increased competition in companion animal 
dermatology has pressured growth, pricing power, and confidence 
in the company’s future margin structure. At the same time, 
Zoetis is facing cyclical pressure as pet owners appear to be 
delaying or trading down care. While the company has a healthy 
pipeline that should support stronger growth over time, the timing 
of that reacceleration remains uncertain. As a result, we sold our 
position during the quarter (highlighted on page 4).

 

1The momentum factor refers to the empirical tendency of financial assets that have performed well recently to continue performing well in the near term, 
and for underperforming assets to continue lagging. Rather than buying low and selling high, momentum investors buy high in the hope of selling even 
higher.
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Portfolio Activity

In Q2 2026, we initiated new positions in GE Aerospace, GE 
Vernova, Howmet Aerospace, Hermès International, Keyence, and 
Rheinmetall while selling our holdings in Boston Scientific, Siemens 
Healthineers, and Zoetis. During the period we also added to our 
positions in ASML and Idexx Labs and trimmed our positions in 
Starbucks, Oracle, Shopify, Aon and Broadcom. The net goal of 
this activity was to redeploy capital away from businesses where 
we feel growth has either slowed or may become more difficult to 
sustain in the near term, and into businesses where we see strong 
competitive advantages, attractive long-term growth prospects, 
and stronger current business momentum.

We initiated a new position in GE Aerospace, which we view as one 
of the highest-quality industrial businesses in the world. Following 
the separation of the former GE conglomerate, investors can now 
own a standalone company focused almost entirely on commercial 
aircraft engines and related services. GE commands a dominant 
position in commercial jet engines, supported by a large installed 
base that generates a highly recurring, high-margin aftermarket 
services business. We believe the demand environment has 
improved materially as airlines extend the lives of existing fleets 
amid ongoing aircraft shortages, while long-term growth in global 
air travel should continue to support demand for both new engines 
and aftermarket services. Combined with GE Aerospace's strong 
competitive position and increasing mix of services revenue, we 
believe the company is well positioned to deliver durable growth 
and expanding profitability over many years.

We initiated a new position in GE Vernova, one of the few global 
companies capable of supplying the power generation equipment 
needed to meet rising electricity demand. The demand 
environment for power infrastructure has changed materially in 
recent years, driven by data center growth, AI infrastructure, 
electrification, reshoring, and the need to modernize aging grid 
infrastructure. We think GE Vernova is one of only a handful of 
companies globally that can meet this moment, particularly in gas 
turbines and related power equipment. We believe the company 
has a long runway of demand, improving profitability as a 
standalone company (similar to GE Aerospace, was previously the 
power business with the broader GE conglomerate), and 
meaningful operating leverage as revenue growth accelerates. As 
with our aerospace investments, this is not simply a thematic 
trade for us. We view this as a competitively advantaged business 
operating in an industry where supply is currently constrained and 
demand visibility has improved materially.

We initiated a new position in Howmet Aerospace, a critical 
supplier of highly engineered components for commercial 
aerospace engines. Howmet occupies an advantaged position in 
parts of the engine supply chain where there are very few 
companies with the technical capabilities, scale, and customer 
approvals required to compete. In certain mission-critical engine 
components, Howmet is one of only a small number of scaled 
suppliers, and in some cases effectively serves as the key provider 
capable of meeting industry demand. Importantly, Howmet can 
potentially benefit from both new aircraft production and 
aftermarket demand. Whether Boeing and Airbus improve 
production rates or airlines continue extending the life of existing 
aircraft, we believe Howmet should benefit from the need for 
more engine components over time.

We initiated a new position in Hermès, one of the world's highest-
quality luxury goods companies. Hermès has spent decades 
cultivating an unmatched brand centered on craftsmanship, 
exclusivity, and timeless design. Unlike much of the broader luxury 
industry, the company intentionally constrains supply, creating 
enduring pricing power and exceptionally strong demand across 
economic cycles. We believe Hermès possesses one of the widest 
competitive moats in global consumer goods, supported by a loyal 
customer base, disciplined management, and consistent 
execution. While the shares rarely appear inexpensive, we believe 
the company's long runway for compounding revenue, earnings, 
and free cash flow justifies a premium valuation.

We initiated a new position in Japan-based Keyence, one of the 
world's highest-quality industrial automation businesses. Keyence 
is the global leader in industrial sensors and machine vision 
systems that enable manufacturers to automate critical 
processes such as measurement, inspection, identification, and 
quality control. Increasingly, its technologies are also being 
integrated into industrial robots, supporting applications ranging 
from robotic vision to automated picking and packing. While 
growth has moderated in recent years due primarily to weakness 
in the automotive industry, we believe several of Keyence's end 
markets, including semiconductors and machine tools, are 
beginning to recover. More importantly, we believe the long-term 
demand for industrial automation remains strong as 
manufacturers continue investing to improve productivity, 
precision, and labor efficiency. Combined with Keyence's 
exceptional profitability, technology leadership, and increasingly 
shareholder-friendly capital allocation, we believe the company is 
well positioned to compound earnings over many years.

We initiated a new position in Rheinmetall, Germany's largest 
defense contractor and one of the leading suppliers of military 
vehicles, weapons, and ammunition in Europe. We believe the 
demand environment for European defense has changed 
materially, driven by heightened geopolitical tensions, the ongoing 
conflict in Ukraine, and a growing commitment among NATO 
members to increase defense spending and strengthen domestic 
industrial capabilities. We think Rheinmetall is well positioned to 
benefit from this structural shift given its leading market 
positions, expanding manufacturing capacity, and rapidly growing 
order backlog. We believe the company's long runway for growth 
is supported not only by new defense procurement, but also by the 
need to replenish military inventories that have been depleted in 
recent years. As with several of our recent industrial investments, 
this is not simply a thematic trade. We view this as a competitively 
advantaged business operating in an industry where demand 
visibility has improved materially and industry capacity remains 
constrained.
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Portfolio Activity (continued)

On the other hand, we sold our position in Boston Scientific. We 
think Boston Scientific remains a high-quality medical technology 
company with attractive long-term growth opportunities and a 
strong history of innovation. However, following a period of strong 
performance, we believed the risk-reward had become less 
compelling relative to other opportunities in the portfolio. We 
redeployed the proceeds into businesses where we see stronger 
current business momentum and an even more attractive long-
term opportunity set.

We also moved on from our position in Siemens Healthineers. In 
our view, Siemens Healthineers is a high-quality healthcare 
franchise with leading positions across imaging, diagnostics, and 
advanced therapies. While we continue to admire the company's 
competitive advantages, we believe near-term growth may 
remain more modest than some of the opportunities we added 
during the quarter. We therefore chose to reallocate capital 
toward businesses where we see stronger business momentum 
and greater potential for long-term earnings growth.

Lastly, we eliminated our position in Zoetis. Zoetis remains the 
global leader in animal health and retains many of the 
characteristics we admire: strong brands, scale, recurring demand, 
and a long runway for innovation. However, the business has 
slowed due in part to competitive entry in dermatology, an 
important growth area for the company. We expect Zoetis to 
return to better growth over time, supported by a pipeline of new 
product launches, but we think that acceleration is unlikely to 
restore revenue growth to high-single-digit levels until late next 
year. We will continue to follow the company closely and would 
consider reinvesting if the acceleration becomes more visible. For 
now, we believe the capital is better deployed into businesses that 
we think have stronger current momentum.

Outlook

Warren Buffett has described the stock market as “a church with 
a casino attached”, and that much of the time, there are more 
people in the church than in the casino. Today, however, it feels like 
the casino is unusually crowded, and the lights are flashing 
brightly while sirens are especially loud. That is not a complaint so 
much as an observation. As fundamental investors, we do not get 
to choose the market environment. We do, however, need to 
recognize it clearly and allocate capital accordingly.

We feel that recognition is particularly important given the 
changing composition of the Index. Semiconductor-related 
businesses have become an increasingly important component of 
the MSCI ACWI and one of the largest determinants of relative 
performance for growth managers benchmarked to the Index. We 
believe this matters, as the Index is no longer simply a broad 
representation of global large-cap equities. Increasingly, it reflects 
the market's conviction that the AI infrastructure buildout will 
remain the defining source of growth and value creation.

Importantly, we do not dismiss that view. We think the demand for 
AI infrastructure is real, the scale of hyperscaler capital spending 
is extraordinary, and certain bottlenecks across memory, compute, 
data centers, power, and semiconductor equipment may persist 
for some time. 

We own and continue to study businesses that we believe can benefit 
from these trends. But we seek for our hurdle to remain high. Some 
businesses benefiting today are structurally advantaged and may 
compound value for many years. Others may simply be experiencing 
powerful cyclical scarcity. Our job is to distinguish between the two. 
We want to participate where industry structure, competitive 
advantage, and long-term demand support durable earnings growth, 
and aim to avoid businesses whose current strength could ultimately 
prove to be a highly levered expression of a temporary bottleneck.

At the same time, we are becoming more aware of opportunity cost. 
Historically, our research process allowed us to be patient with high-
quality businesses experiencing temporary weakness, provided our 
long-term thesis remained intact. That patience has often served 
clients well. In the current market, however, businesses without near-
term momentum can remain stuck for longer, and the cost of waiting 
has increased. As a result, we are working to be more nimble. This does 
not mean abandoning our philosophy or turning the Portfolio into the 
Index. It means we aim to apply the same fundamental research 
discipline with a sharper focus on business momentum, timing, and the 
availability of better opportunities. We are finding some of those 
opportunities in obvious places, such as portions of the AI 
infrastructure supply chain, but we are also finding them in less 
obvious places, including commercial aerospace and power 
infrastructure, where concentrated industry structures, long-duration 
backlogs, and supply-demand imbalances may support strong growth 
for many years. These are not thematic trades for us. They are 
examples of businesses where the world has changed, the economics 
have improved, and our research suggests the growth runway may be 
both visible and durable.

We remain confident in the long-term earnings power of the Portfolio, 
but confidence alone is not a portfolio management strategy. The 
market has changed, the Index has changed, and the cost of being 
overly patient has risen. We are adapting to that reality while 
preserving the core of who we are: fundamental investors seeking to 
own competitively advantaged businesses capable of compounding 
earnings over time. The church is still there, and we’re still attending 
mass—we’re simply now more aware of empty pews and crowding in 
the casino next door.

Thank you for your interest in Polen Capital and the Global Growth 
strategy. Please feel free to contact us with any questions or 
comments.

Sincerely,

Damon Ficklin and Steve Atkins, CFA

Experience in High-Quality Growth Investing

Damon Ficklin 
Head of Team, Portfolio Manager 
24 years of industry experience

Stephen Atkins, CFA 
Portfolio Manager & Analyst 
29 years of industry experience



Polen Global Growth  – 2Q 2026 
Portfolio Manager Commentary

5

Important Disclosures & Definitions

This commentary is very limited in scope and is not meant to provide 
comprehensive descriptions or discussions of the topics mentioned herein. 
Moreover, this commentary has been prepared without taking into account 
individual objectives, financial situations or needs. As such, this 
commentary is for informational discussion purposes only and is not to be 
relied on as legal, tax, business, investment, accounting or any other advice. 
Recipients of this commentary should seek their own independent financial 
advice. Investing involves inherent risks, and any particular investment is 
not suitable for all investors; there is always a risk of losing part or all of 
your invested capital.

No statement herein should be interpreted as an offer to sell or the 
solicitation of an offer to buy any security (including, but not limited to, any 
investment vehicle or separate account managed by Polen Capital). 
Recipients acknowledge and agree that the information contained in this 
commentary is not a recommendation to invest in any particular 
investment, and Polen Capital is not hereby undertaking to provide any 
investment advice to any person. This commentary is not intended for 
distribution to, or use by, any person or entity in any jurisdiction or country 
where such distribution or use would be contrary to local law or regulation. 

Unless otherwise stated in this commentary, the statements herein are 
made as of the date of this commentary and the delivery of this 
commentary at any time thereafter will not create any implication that the 
statements are made as of any subsequent date. Certain information 
contained herein is derived from third parties beyond Polen Capital's 
control or verification and involves significant elements of subjective 
judgment and analysis. While efforts have been made to ensure the quality 
and reliability of the information herein, there may be limitations, 
inaccuracies, or new developments that could impact the accuracy of such 
information. Therefore, this commentary is not guaranteed to be accurate 
or timely and does not claim to be complete. Polen Capital reserves the 
right to supplement or amend these slides at any time, but has no 
obligation to provide the  recipient with any supplemental, amended, 
replacement or additional information.

Any statements made by Polen Capital regarding future events or 
expectations are forward-looking statements and are based on current 
assumptions and expectations. Such statements involve inherent risks and 
uncertainties and are not a reliable indicator of future performance. Actual 
results may differ materially from those expressed or implied. 

The MSCI ACWI Index is a market capitalization weighted equity index that 
measures the performance of large and mid-cap segments across 
developed and emerging market countries. The index is maintained by 
Morgan Stanley Capital International. The performance of an index does 
not reflect any transaction costs, management fees, or taxes.

It is impossible to invest directly in an index. Past performance is not 
indicative of future results.
Source: All data is sourced from Bloomberg unless otherwise noted. All 
company-specific information has been sourced from company financials 
as of the relevant period discussed.

 

Definitions: 

Contribution to relative return: a measure of a security’s contribution to 
the relative return of a portfolio versus its benchmark index. The calculation 
can be approximated by the below formula, taking into account purchases 
and sales of the security over the measurement period. Please note this 
calculation does not take into account transactional costs and dividends of 
the benchmark, as it does for the portfolio. Contribution to relative return 
of Stock A = (Stock A portfolio weight (%) - Stock A benchmark weight 
(%)) x (Stock A return (%) – Aggregate benchmark return (%)). All 
company-specific information has been sourced from company financials 
as of the relevant period discussed.
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