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Performance Highlights 
The Neuberger Berman Large Cap Disciplined Growth strategy was up in the fourth quarter and outperformed its primary 
benchmark, the Russell 1000 Growth Index. 

Market Context 
As we look back on 2025 and ahead to 2026, markets once 
again sit near all-time highs, led by a small group of very large, 
very profitable companies tied to artificial intelligence (AI), cloud 
computing, and digital platforms.  The policy backdrop is more 
supportive than it has been in some time, with inflation largely 
moderating from its peaks and central banks moving from 
tightening to easing.  At the same time, valuations are somewhat 
elevated relative to history, the economy is working through a 
number of structural frictions, and the impact of AI and fiscal 
policy on the real world is still developing. 

Portfolio Review 
On a relative basis, the Portfolio performed best in Information 
Technology and lost ground in Industrials. On an individual stock 
basis, the best performers during the period were Alphabet, Eli 
Lilly and Advanced Micro Devices. The worst performers were 
Spotify, Microsoft and Meta Platforms. 

Alphabet outperformed as the market continued to reward its 
durable search and YouTube franchises, improving cloud 
profitability, and perceived leadership in AI, which together 
supported accelerating profit growth expectations. 

Eli Lilly outperformed on sustained enthusiasm for its obesity 
and diabetes portfolio, with continued demand strength and an 
expanding addressable market driving upward revisions to 
long‑term earnings expectations. 

Advanced Micro Devices outperformed as investors grew 
more confident in the company’s datacenter and AI accelerator 
roadmap, supporting the view that AMD can capture a growing 
share of high‑performance compute spending. 

Spotify underperformed as the shares consolidated after a 
strong year of appreciation amid ongoing debate about the 
durability of recent margin improvements and the pace of future 
profit growth. 

 

1 Represents all buys and sells for the quarter through December 31, 2025. 

Microsoft underperformed modestly after a period of strong 
gains as expectations for AI and cloud growth remained high, 
leading to some multiple compression despite still‑solid 
fundamentals. 

Meta Platforms underperformed as investors digested a period 
of significant share price appreciation and weighed higher 
spending on long‑term AI and metaverse initiatives against 
nearer‑term profitability. 

During the quarter, we purchased Broadcom, Carvana, Home 
Depot, Netflix and Snowflake, and we exited AON, Autodesk, 
ServiceNow and Zoetis.1 

BEST AND WORST PERFORMERS FOR THE QUARTER2 

Best Performers Worst Performers 

Alphabet Inc. Class A Spotify Technology SA 

Eli Lilly and Company Microsoft Corporation 

Advanced Micro Devices, Inc. Meta Platforms Inc Class A 

Apple Inc. Uber Technologies, Inc. 

Alphabet Inc. Class C Eaton Corp. Plc 
2 Reflects the best and worst performers for the quarter, in descending order based on 
individual security performance and portfolio weighting. Positions may include securities 
that are not held in the Portfolio as of 12/31/2025. Information is based upon a composite 
account and additional information regarding the performance contribution calculation 
methodology is available upon request. Specific securities identified and described do not 
represent all of the securities purchased, sold or recommended for advisory clients. It 
should not be assumed that any investments in securities identified and described were or 
will be profitable. 

Outlook 
Our stance remains constructive but measured: we believe there 
are real earnings and productivity drivers supporting today’s 
leaders and many other high-quality businesses, but the path 
from here is unlikely to be smooth and we see value in thinking 
clearly about both the bull and bear cases for 2026. 

It is tempting to lean on simple analogies, and the comparison 
many investors reach for is the late 1990s technology bubble.  
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There are surface similarities in the concentration of market 
leadership and enthusiasm around a transformative technology. 
Yet there are important differences that we think matter.  The 
companies driving index returns today are generally profitable, 
generate substantial free cash flow (although coming down on 
the AI buildout), and have strong balance sheets and entrenched 
competitive positions.  Their businesses benefit from scale, data 
advantages, distribution networks, and ecosystem effects that 
are durable in a way many dot-com-era business models never 
were.  That does not mean concentration is riskless or that 
valuations cannot overshoot; it does mean that the starting point 
for fundamentals is much stronger, which influences how we 
think about risk and position sizing. 

AI sits at the center of many of the conversations we are having 
with clients, and it is rightly one of the main pillars in any 2026 
outlook. On the one hand, demand related to AI has been 
exceptionally strong.  “AI native” startups and certain consumer 
platforms whose recommendation engines and user experiences 
are increasingly AI-driven have often been beating already 
ambitious plans and accelerating.  Some of the most prominent 
frontier model companies like Anthropic and OpenAI have seen 
their revenue expectations for 2025 and beyond revised sharply 
higher.  There is genuine product-market fit in areas like 
developer tools, search, media creation, and specialized 
applications in fields such as healthcare, and there is a growing 
ecosystem of companies providing the infrastructure and tools 
that make these applications possible. 

On the other hand, enterprise AI adoption has been slower and 
more complicated than many had hoped for a year or two ago.  
For large companies, security, regulatory, and compliance 
constraints are real; data is often messy and siloed; and 
integrating new tools into existing workflows requires change 
management that cannot be wished away.  There are still 
relatively few examples of fully scaled production deployments 
at large enterprises where the return on investment is both clear 
and material at the company level.  The idea that cheap coding 
and intuitive interfaces would rapidly enable a wave of bespoke 
AI applications that could disrupt much of traditional software is 
proving more delayed and uncertain than some of the early 
narratives suggested. 

This divergence between AI natives that are growing quickly and 
a broader enterprise landscape where ROI is harder to prove 
creates the foundation for both the optimistic and pessimistic 
scenarios as we look toward 2026.  In a more bullish path, AI-
related capital spending continues at a healthy pace, but with an 
increasing share directed toward proven use cases where 
productivity gains and revenue uplift are demonstrable.  More 
enterprises move beyond pilots into scaled deployments, and the 
earnings contribution from AI becomes visible across a wider 
range of sectors, not just in a handful of infrastructure and 
platform names.  In that world, earnings revisions for AI-exposed 
companies stay broadly positive, and valuation multiples that 

look demanding today are at least partly justified by real profit 
growth. 

In a more bearish path, early returns on AI projects disappoint as 
costs, complexity, and organizational friction prove higher than 
expected.  Enterprises slow or pause spending, more projects are 
relegated to “experiments” with unclear payback, and the most 
aggressive expectations around AI’s contribution to earnings are 
revised lower.  Investors begin to question not only the pace of 
adoption but also the premium valuations ascribed to AI 
beneficiaries.  At the same time, the market may be asked to 
absorb substantial equity supply from AI-related IPOs, direct 
listings, and secondary offerings, including well-known private 
companies that choose to capitalize on perceived enthusiasm.  If 
that supply arrives into a less ebullient backdrop, it could 
pressure valuations and challenge the market’s ability to sustain 
the current leadership structure. 

 We also believe that interest rates, fiscal policy, and the behavior 
of the bond market are another key axis along which 2026 can 
evolve in either direction.  Policy rates have moved off their 
peaks, and the consensus expects further easing.  In the bullish 
scenario, lower policy rates translate into meaningfully lower 
borrowing costs across the curve, including mortgage and 
corporate yields.  Financial conditions ease, credit becomes more 
available at reasonable terms, and both households and 
businesses feel the benefit.  Fiscal policy could add to this 
tailwind through measures that support disposable income for 
lower- and middle-income households, whether through 
targeted tax relief, improved refunds, or other credits.  The 
combination of easier money and modest fiscal support would 
reinforce the existing wealth effect from higher home values and 
equity markets, sustaining consumption even as the labor market 
cools from very strong levels. 

The bear case is not that rates fail to come down at the front end 
but that the market remains concerned about longer-term fiscal 
sustainability and inflation, keeping term premiums and longer-
dated yields elevated.  In that world, the 10-year yield does not 
move nearly as much as the policy rate, mortgage rates stay high 
relative to the last cycle, and corporate borrowing costs remain 
a constraint on marginal investment.  At the same time, rising 
commodity prices and higher yields in other major markets can 
amplify those concerns.  Market signals like a stubbornly high 
long end of the curve and resilient commodity prices would 
suggest that cuts are doing less to stimulate the real economy 
than the headline numbers imply.  In this environment, the 
benefits of monetary easing are blunted, and the valuation 
headwind for longer-duration assets, including many growth 
equities, remains significant. 

The consumer and housing sit at the junction between macro 
policy and real-world behavior, and they will be critical to how 
2026 plays out.  A very large share of outstanding U.S. 
mortgages carries interest rates well below current levels, with 
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many homeowners locked into loans under 5%.  That has been 
a source of stability for household cash flows, but it has also 
created what amounts to a mobility tax.  Moving often means 
giving up a very attractive mortgage rate for a much less 
attractive one, so many households simply stay put.  At the same 
time, housing affordability for new buyers is near multi-decade 
lows, making it difficult for first-time buyers to enter the market 
or for families to upgrade.  This combination suppresses 
transaction volumes, constrains geographic mobility, and 
dampens the ancillary spending that tends to accompany 
housing turnover. 

Overlaying this is a bifurcated consumer.  Higher-income 
households and those who own homes have seen substantial 
gains in housing and financial wealth over the last several years.  
They have the balance sheet capacity to spend on travel, 
experiences, premium products, and services, and in many 
categories, they are doing so.  At the other end of the spectrum, 
lower-income households face persistent affordability pressures 
in housing, credit, and essentials, and are more sensitive to 
changes in employment conditions and policy support.  In the 
more favorable 2026 scenario, continued strength among 
higher-income consumers, a still-healthy labor market even if 
slightly weaker, and targeted fiscal measures can offset some of 
the drag from housing constraints and support overall demand.  
In a more challenging scenario, the strain on the lower end of 
the consumer base intensifies, housing remains stuck, and the 
breadth of demand narrows further even as headline 
unemployment remains relatively low. 

The equity market itself reflects these cross-currents.  A small 
group of mega-cap technology and communication services 
companies has driven a disproportionate share of index returns 
and has consistently beaten earnings expectations.  These “big 
ten” stocks have delivered positive revisions to current-year 
earnings, while the other hundreds of companies in the S&P 500 
Index  (the “Index’) have, in aggregate, seen little or no upward 
revision to near-term forecasts.  However, consensus forecasts 
currently expect an improved earnings performance in 2026 
beyond the current leaders.  If those forecasts prove accurate, 
there is scope for market leadership to broaden as more sectors 
participate in earnings growth.   That broadening would be an 
important support for the bullish case, as it would reduce the 
market’s dependence on a handful of giants and create more 
opportunities for stock pickers across the market cap spectrum.  
If, instead, those earnings expectations for the “other 490” do 
not materialize, or if equity supply from AI-related listings and 
secondaries weighs on multiples, the Index could remain narrow 
and vulnerable to disappointments in its biggest constituents. 

Against this backdrop, our approach remains consistent with the 
philosophy we have articulated in prior letters.  We focus on 
owning a concentrated portfolio of businesses that we believe 
have durable competitive advantages, attractive unit economics, 
strong balance sheets, and long runways for reinvestment.  We 

are comfortable with concentration where our conviction is high 
and the underlying earnings and cash flow support it, but we are 
disciplined about position sizing and willing to trim holdings into 
strength when valuations move ahead of our assessment of 
intrinsic value.  We prefer to deploy capital into companies that 
can benefit from AI and other structural drivers with clear paths 
to monetization, rather than those whose appeal rests primarily 
on aspirational narratives.  We also recognize that some of the 
best opportunities may emerge outside the current market 
leaders, particularly if 2026 does bring a broadening in earnings 
growth and investor attention. 

At the same time, we are attentive to the macro asymmetries 
that could shape outcomes next year.  While our process is 
grounded in bottom‑up research, we do incorporate top‑down 
considerations where they materially alter the distribution of 
outcomes, such as the interaction between fiscal policy and the 
bond market, the constraints imposed by housing and 
affordability, and the potential for an AI capital cycle to 
overshoot.  In certain multi-asset contexts, that can include the 
use of hedges or exposures that may benefit from fiscal or 
inflation concerns.  In all cases, our objective is the same: to 
construct portfolios that can participate meaningfully if the more 
constructive aspects of the 2026 bull case develop, while 
remaining resilient if some of the more concerning elements of 
the bear case unfold. 

We do not pretend to know exactly how the next year will evolve. 
What we can do is be clear-eyed about the forces at work, 
disciplined in how we underwrite businesses, and opportunistic 
when volatility creates attractive entry points.  We expect more, 
not less, volatility around AI-related themes, around the 
interaction between rate cuts and the long end of the curve, and 
around the political and fiscal debates that will shape investor 
confidence.  Our intent is to use that volatility to upgrade the 
portfolio over time, adding to outstanding businesses when they 
become temporarily cheaper, and reducing or exiting positions 
where our thesis has weakened or been proven wrong. 
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This material is provided for informational purposes only. Nothing herein constitutes investment, legal, accounting or tax advice, or a recommendation to buy, sell or hold a security. 
Neuberger Berman is not providing this material in a fiduciary capacity and has a financial interest in the sale of its products and services.  No recommendation or advice is being given 
as to whether any investment or strategy is suitable for a particular investor. It should not be assumed that any investments in securities, companies, sectors or markets identified and 
described were or will be profitable. Third-party economic or market estimates discussed herein may or may not be realized and no representation is being given regarding such 
estimates. Information is obtained from sources deemed reliable, but there is no representation or warranty as to its accuracy, completeness or reliability. All information is current as of 
the date of this material and is subject to change without notice. Any views or opinions expressed may not reflect those of the firm as a whole. Certain products and services may not be 
available in all jurisdictions or to all client types. Indexes are unmanaged and are not available for direct investment. Investing entails risks, including possible loss of principal. Unless 
otherwise indicated, returns shown reflect reinvestment of dividends and distributions. Past performance is no guarantee of future results.  

The views expressed in this material are as of December 31, 2025, subject to change without notice, and do not constitute investment advice or recommendations by the portfolio 
management team or Neuberger Berman. The characteristics of the representative account are as of the periods shown and subject to change without notice.  Representative portfolio 
information (characteristics, holdings, weightings, etc.) is based upon the manager’s composite or a representative composite account. Representative accounts are selected based on 
such factors as size, length of time under management and amount of restrictions. Attribution is based upon equity only performance. Client accounts are individually managed and may 
vary significantly from composite performance and representative portfolio information.  

The information is provided for illustrative purposes only. Due to client-specific variations in third-party financial intermediary programs this should not be relied on as an indication of 
any client’s actual experience.  

This Portfolio is available only through a wrap fee or similar program sponsored by a third-party financial intermediary (“Financial Intermediary”) that has engaged Neuberger Berman 
Investment Advisers LLC (“NBIA”) to manage certain of the Financial Intermediary’s client accounts on a discretionary basis or to provide the Financial Intermediary with 
recommendations in the form of model portfolio NBIA does not have, nor expects to receive, information regarding a Financial Intermediary’s client(s) individual financial situation, 
investment needs or objectives. As such, these materials are intended to be used only by a financial adviser. These materials may, at a Financial Intermediary’s discretion, be used by a 
Financial Intermediary’s financial adviser for discussion purposes with a Financial Intermediary’s client. To the extent a Financial Intermediary chooses to disseminate this material to 
program participants, NBIA and its affiliates assume no responsibility for compliance with any laws and rules associated with such further dissemination. Any information about a 
Financial Intermediary’s product offerings, including the composition, categorization, eligibility, or availability of a portfolio is solely determined by a Financial Intermediary. Neither NBIA 
nor its employees provide investment, suitability, tax or legal advice to a Financial Intermediary’s clients. Receipt of this material by a Financial Intermediary’s client does not establish any 
relationship between such client and NBIA and its affiliates. 

When the client account is held by the Custodian, foreign or otherwise, other than NBIA and/or its affiliates (“Neuberger Berman”), Neuberger Berman shall have no responsibility, 
liability, duty or obligation with respect to the selection of the Custodian, custody arrangements or the acts of the Custodian, information provided by the Custodian, omissions or other 
conduct of the Custodian, including investment by the Custodian of cash in the account, pricing, reporting functions, foreign exchange execution services, the security of data maintained 
by the custodian, whether electronically stored or otherwise, or the Custodian's failure to obtain and maintain adequate insurance for the account, including but not limited to that which 
is offered by the Securities Investor Protection Corporation or the Federal Deposit Insurance Corporation, nor for any fees, charges or expenses that may be owed to the Custodian.    

Specific securities identified and described do not represent all of the securities purchased, sold or recommended for advisory clients. It should not be assumed that any investments in 
securities, companies, sectors or markets identified and described were or will be profitable. 

The information in this material may contain projections, market outlooks or other forward-looking statements regarding future events, including economic, asset class and market 
outlooks or expectations, and is only current as of the date indicated. There is no assurance that such events, outlook and expectations will be achieved, and actual results may be 
significantly different than that shown here. Information is based on current views and market conditions, which will fluctuate and may be superseded by subsequent market events or 
for other reasons. 

Investing in the stocks of even the largest companies involves all the risks of stock market investing, including the risk that they may lose value due to overall market or economic 
conditions. Mid-capitalization stocks are more vulnerable to financial risks and other risks than larger stocks. They are generally less liquid than larger stocks, so their market prices tend 
to be more volatile. Investing in foreign securities involves greater risks than investing in securities of U.S. issuers, including currency fluctuations, interest rates and political conditions. 
Uncertainty in the markets and international events may cause markets to fluctuate dramatically.   

Russell 1000® Growth Index: Measures the performance of those Russell 1000® Index companies with higher price-to-book ratios and higher forecasted growth values. The index is 
market cap-weighted and includes only common stocks incorporated in the United States and its territories. 

Effective after the market close on March 21, 2025, FTSE Russell is implementing a capping methodology to all Russell U.S. Style Indices including this one.  Any individual company 
weights in the index greater than 22.5% will be capped, and the sum of all individual companies that have an index weight greater than 4.5% will be capped to a 45% aggregate 
weight in the index.  This will be applied quarterly going forward, but historical index returns will not be restated. 

Please note that indices do not take into account any fees and expenses of investing in the individual securities that they track, and that investors cannot invest directly in any index. Data 
about the performance of this index are prepared or obtained by Neuberger Berman (or its affiliates) and include reinvestment of all dividends and capital gain distribution. The portfolio 
may invest in many securities not included in the above described index.  

This material is general in nature and is not directed to any category of investors and should not be regarded as individualized, a recommendation, investment advice or a suggestion to 
engage in or refrain from any investment-related course of action. Investment decisions and evaluation of the appropriateness of this material should be made based on an investor's 
individual objectives and circumstances and in consultation with his or her advisors 

The information contained herein is confidential and should not be reproduced or redistributed in whole or in part without the written permission of Neuberger Berman, except as may be 
required by law or regulation.   

Neuberger Berman Investment Advisers LLC is a registered investment adviser and an affiliate of Neuberger Berman BD LLC, a registered broker-dealer and member FINRA/SIPC.  The 
“Neuberger Berman” name and logo are registered service marks of Neuberger Berman Group LLC.  

M-000922 © 2026 Neuberger Berman Group LLC. All rights reserved. 


