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“When faced with a difficult question, we often answer an easier one 

instead, usually without noticing the substitution.” 
 

– Daniel Kahneman 

 

Spyglass Net Performance (as of March 31, 2026) 
 First Quarter 

2026 
One 
Year 

Three   
Year  

Five 
Year 

Ten 
Year 

Since 
Inception 

Spyglass Growth Strategy (24.35%)   3.25% 18.19%   (1.88%) 11.85% 10.68% 
Bloomberg Midcap Growth Index   (3.02%) 14.10% 12.08%   5.64% 11.55% 11.28% 
Bloomberg 2500 Growth Index   (0.21%) 21.94% 12.27%   3.31% 10.87% 10.59% 
Bloomberg 500 Index   (4.67%) 17.84% 18.54% 11.71% 14.27% 14.38% 
Spyglass claims compliance with GIPS®. Three Year, Five Year, Ten Year, and Since Inception performance is annualized. 
Spyglass Growth Strategy’s inception date was October 1, 2015. Past performance does not guarantee future results. 
Performance of the Bloomberg Midcap Growth Index, the Bloomberg 2500 Growth Index, and the Bloomberg 500 Index are 
included for informational purposes only and include the reinvestment of dividends. Data source: Bloomberg. For additional 
information and disclosures on the Spyglass Growth Strategy and indices, please refer to the Disclosures at the end of the 
investor letter.  

 
The Spyglass Growth Strategy was down 24.35% for the first quarter of 2026. The Bloomberg 
Midcap Growth Index was down 3.02%, the Bloomberg 2500 Growth Index was down 0.21%, and 
the Bloomberg 500 Index was down 4.67% for the same period.  
 

Investment Environment 

 
The first quarter began with a broad selloff in software and among companies that the market 
perceived as potential AI losers, after Anthropic released new tools featuring AI agents designed 
to handle complex professional workflows across various industries. Investor fears stemmed from 
the potential cannibalization of software-as-a-service (SaaS) by AI-driven workflows, and pressure 
on SaaS pricing and margins. Then, on February 28, the United States and Israel attacked Iran 
following a breakdown in negotiations around Iran’s nuclear program. The attack and ensuing 
retaliation resulted in a regional war that effectively closed the Strait of Hormuz, causing a spike 
in global energy prices. At its March meeting, the Federal Reserve continued to hold interest rates 
steady, but again signaled it still expects to resume cutting rates at some point in the future 
despite macroeconomic uncertainty.  
 
During the quarter, small caps generally outperformed large caps, and growth generally 
underperformed value across large and small caps. Across sectors, Energy, Materials, and Utilities 
generally performed the best, while Financials, Consumer Discretionary, and Technology generally 
lagged.  
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Investment Insights 

 
Performance of the Spyglass Growth Strategy in the first quarter was challenging. We believe that 
the confluence of two factors, the AI disruption scare and the Iran War, drove investors away from 
growth stocks and into more defensive, less growth-oriented sectors. While we were 
disappointed with the price action of the stocks in our portfolio, we are pleased with the 
underlying fundamental performance of our portfolio companies, and we believe they are well 
positioned for the future. We have also used the past three months to intensify our research 
efforts, through meetings with company management teams, industry experts, and thought 
leaders to strengthen our company research and test the thesis on many of our names. Given the 
many differing narratives around the impact of AI on software in particular, we have attempted 
to capture our thoughts and analysis in the following special report.  
 

Software Stocks: The Biggest Market Expansion in a Generation 
The Case for Software in an Age of Artificial Intelligence | April 2026 

 
The impact of AI on Spyglass portfolio companies is something we have been thinking about, and 
asking ourselves hard questions about, for years. We have long expected the technology to 
dramatically reshape broad cross sections of the economy but, when you see a company like 
Anthropic go from a roughly $9 billion revenue run rate at the end of 2025 to over $30 billion 
today in roughly four months, you have to pause and double-check your assumptions. When we 
did, we concluded: this is the change we have been waiting for. This is not normal software 
growth, and that is exactly the point. It is not growth coming out of IT budgets; it is coming from 
a new pool of spend that software has never been able to touch: labor. 
 
Tobi Lütke, the founder and CEO of Shopify, captured the moment well on X: "I shipped more code 
in the last 3 weeks than the decade before. The top AI models / agentic systems right now are an 
entirely different thing to what people used until the beginning of December."  We believe the 
current generation of Claude models, launched by Anthropic in late 2025, were a meaningful part 
of that inflection — crossing the threshold required for reliable, autonomous, multi-step agentic 
functioning in enterprise environments. Until recently, generative AI in the enterprise was largely 
relegated to the coding world. Security and compliance held broader deployment back, and 
copilot productivity gains were not enough to motivate the hard work of figuring out how to 
extend these systems into core business workflows. The step-function change in capability has 
changed that calculus entirely — the productivity opportunity is now too large to ignore, and 
enterprises are finally solving the compliance and security challenges that kept AI out of the 
workflows where many of our portfolio companies sit. 
 
We have redoubled our efforts to communicate directly with the customers of our portfolio 
companies and what we hear is essentially universal: a strong desire to deploy AI through the 
platforms they already trust. That view is mirrored by our portfolio companies themselves, who 
are leveraging the increased capability at the frontier model providers to accelerate their own 
product roadmaps. The demand is there. The question is execution. And that brings us to the 
reason for this letter. 
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The sell-off in enterprise software year-to-date reflects a growing concern that artificial 
intelligence will render much of the category obsolete. We think this view warrants a more 
nuanced examination. The bear case treats enterprise software as a monolith, but we see a 
category with meaningfully different risk profiles depending on a company's competitive position. 
In our view, the case against obsolescence for the platforms that we own rests on several pillars: 
the reality that AI is redirecting labor budgets rather than eliminating software budgets; the 
critical distinction between replaceable point solutions and deeply embedded systems of record; 
and the fact that our portfolio companies are leveraging the frontier models to accelerate their 
own product innovation rather than being displaced by them. 
  
Where We Have Taken Exposure 
 
We have been intentional about where we take software exposure. Our holdings are 
concentrated in platforms where deep industry data and embedded business workflow logic 
position the software as the enabler of AI at the enterprise, not the victim of it. In our vertical 
software holdings — Procore in construction, Samsara in physical operations, nCino in banking, 
and Cadence in semiconductor design — the platforms have spent years encoding the regulatory 
complexity, operational nuance, and domain-specific workflows of their respective industries. We 
believe this accumulated context is what AI agents require to function and is extraordinarily 
difficult for a general-purpose AI lab to replicate. Where we have taken horizontal exposure, it 
has been deliberate: HubSpot, where the platform is so central to its customers' go-to-market 
operations that it represents a core, non-discretionary part of the IT budget, and our data 
infrastructure holdings, Snowflake and MongoDB, which occupy their own category as the 
foundational platforms on which enterprises are building their AI applications. 
 
On Seat-Based Pricing: The Transition Is Already Underway 
 
A specific piece of the bear case worth addressing directly is the concern that seat-based pricing 
models will collapse as agents substitute for human users. We share the directional view that 
pricing must evolve, but the transition is already in motion inside our portfolio. HubSpot has 
publicly moved away from a pure seat-based model toward a hybrid model that prices on 
outcomes and consumption, separating the cost of the platform from the cost of the value 
delivered and allowing agents and humans alike to drive revenue per customer. We see similar 
shifts underway at several other holdings, whether through usage-tier pricing in data 
infrastructure, outcome-linked modules in vertical software, or agent-specific SKUs layered on top 
of the existing platform. In other words, the companies most commonly cited as seat-based 
casualties are already re-pricing around the new workloads. If they were not taking these actions, 
we would not own them. We believe the service component of enterprise software — 
implementation, customer support, and iterative domain-specific improvement — creates 
durable switching costs that remain intact regardless of how the workforce evolves. The 
autonomous agents that AI spend is funding are themselves heavy consumers of the software 
already embedded in the enterprise. In our view, the software does not go away when the human 
does; the agent still needs it. 
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Our Discipline 
 
We are cognizant that obsolescence risk is depressing valuations across the category, and we take 
this concern seriously. With software multiples down roughly 40% year to date, it would be easy 
to argue that valuations are now low enough that even if our earnings and growth forecasts need 
to be lowered an investment could be warranted. We will not do that. Our approach is to remain 
rigorously focused on fundamentals. Spyglass maintains a hard line that our portfolio companies' 
key performance indicators (KPI’s), and our projections must track quarter after quarter. If we 
were to see a fundamental deterioration in those KPIs or find ourselves lowering estimates, we 
are committed to the intellectual honesty required to acknowledge that we were wrong and 
would sell. Lowering expectations definitionally coincides with lower confidence in the forward 
expectations. Since this drawdown began, this has not been the case, in fact, we have consistently 
maintained or raised our estimates across the portfolio. The most recent earnings season was 
unambiguously positive across the software companies we own, and our infrastructure names 
saw revenue acceleration throughout last year. 
 
A Labor Reallocation Story, not a Software Obsolescence Story 
 
Gartner's 2026 CIO and Technology Executive Survey, covering more than 2,500 technology 
executives representing about $13 trillion in enterprise revenue, indicates that IT spending across 
those organizations totals roughly $274 billion — about two percent of that revenue base.¹  Labor, 
by contrast, is the single largest expense line for most enterprises. Total US employee 
compensation, wages, salaries, and benefits, is $15.7 trillion. The entire US enterprise software 
market is roughly $416.5 billion. Labor is approximately 38 times the size of the software market 
today. And AI is a bridge between those two numbers.  
 

US Labor Compensation vs. US Enterprise Software Spend (log scale) 
 

 
Sources: US Bureau of Economic Analysis; Gartner Worldwide IT Spending Forecast, July 2025 (2024 
software figures) and February 2026 (2025 software figures). US enterprise software estimated at 
approximately one-third of worldwide software spend. 
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What we observe in our primary research is consistent with these macro figures: enterprises are 
not reducing their IT budgets. They are rethinking their labor budgets. The capital that had been 
allocated to headcount growth had increasingly being redirected toward AI-enabled productivity. 
We want to be precise here: we are not headcount doomers. What we observe is a reallocation 
— teams are being redirected toward higher-value work, and productivity gains are allowing 
organizations to increase output without proportional headcount growth, driving revenue and 
profitability gains. As a result, software customers should be able to do more, faster, and win 
more business. This is a productivity story, not an elimination story. But the direction of dollars — 
more software, less incremental labor spend — is clear. 
 

Incremental Dollar Growth in Labor Compensation  
vs. Enterprise Software from 2024 to 2025 

 

 
Sources: US Bureau of Economic Analysis; Gartner Worldwide IT Spending Forecast, July 2025 (2024 
software figures) and February 2026 (2025 software figures). US enterprise software estimated at 
approximately one-third of worldwide software spend. 

 
If AI allows software to capture even 10% of US labor costs, that is a $1.5 trillion incremental 
opportunity, roughly four times the size of the current US enterprise software market. We believe 
this represents a TAM expansion for the software vendors positioned to capture it. As enterprises 
shift labor dollars toward AI spend, the addressable market for software that can orchestrate, 
contextualize, and govern AI activity grows meaningfully beyond the traditional IT budget 
envelope. 
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Systems of Record vs. Replaceable Point Solutions 
 
Within that expanding pie, not all software is created equal. The average organization now 
deploys over 100 distinct applications.²  When shadow IT is included, the total portfolio can 
exceed 340,³ and nearly half of all SaaS licenses go unused for ninety days or more.⁴  A significant 
portion of this sprawl consists of custom integrations, bridging tools, and narrow add-ons that 
stitch together workflows between core systems. This is precisely the point-solution layer most 
vulnerable to AI disruption. The frontier model providers are increasingly capable of supplying the 
connective tissue between systems that previously required bespoke software builds. We expect 
meaningful consolidation in this long tail of enterprise applications. 
 
The systems of record themselves — the platforms that house the permissioned data, encode the 
regulatory logic, and orchestrate the industry-specific workflows — occupy an entirely different 
competitive position. An agent operating in isolation is not useful. It requires the context, the 
permissions, and the domain logic that the system of record provides. When AI shows up, these 
platforms do not get displaced; they become the infrastructure the AI runs on. We could give 
many examples across our portfolio; two illustrate the dynamic particularly well. 
 
Example 1 — Foundational Data Infrastructure 
 
Snowflake is a platform that provides the data and context layer that allow enterprises to  build 
and operate their domain specific AI applications. Nine weeks after Snowflake launched Cortex 
Analyst — a tool the Company refers to internally as CoCo, its natural-language interface that 
allows anyone to query data through conversation rather than code — 50% of customers were 
already actively using it, with an 11% lift in overall platform usage. To put that in plain terms: 
questions that previously required a business user to engage an IT professional, who would build 
a data pipeline, who would then surface the answer, can now be asked and answered directly 
inside the platform. The result is more questions getting asked, faster decisions getting made, and 
better business outcomes. And critically, Snowflake is the platform customers trust to enforce 
governance, maintain security, and ensure the business is not acting on hallucinated results. The 
software is not displaced; it becomes indispensable. Snowflake is also the platform on which the 
AI bear case is actively being disproven — adoption of a native AI product is driving consumption 
of the underlying database, not substituting for it.  
 
Example 2 — Vertical Software with Deep Domain Expertise 
 
In construction, banking, physical operations, and semiconductor design, our holdings have spent 
years encoding the regulatory complexity and industry-specific workflows that AI agents require 
to function — context that is extraordinarily difficult for a general-purpose AI lab to replicate. 
Procore brought this to life on its most recent earnings call. Management described an AI agent 
that analyzed video footage from a jobsite walkthrough, identified an incorrectly coated structural 
column, retrieved the relevant drawings and project specifications, determined the required 
rework, automatically generated a work order, notified stakeholders, and triggered downstream 
workflows to halt further work and schedule remediation — all autonomously. 
 The securities identified in this section reflect positions held by the portfolio as of quarter end. This is provided for informational 

purposes. The inclusion of a security does not indicate that it was or will be profitable or suitable for a particular investor. Past 
performance is not indicative of future results. See Disclosures at the end of the presentation for additional information. 
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What makes this possible, and what no general-purpose AI model can replicate, is the depth of 
context that Procore holds. Construction is uniquely complex: plans change constantly as real-
world obstacles emerge on the jobsite, general contractors mix and match subcontractors across 
different parts of a project, and documentation standards vary wildly across the industry. By the 
time a project is complete, the actual built environment can look entirely different from the 
original design. The system of record that captures all of that — every revision, every stakeholder 
relationship, every decision made across nearly three million active users — is Procore. No agentic 
platform built on top of a general model can replicate that context. The value delivered to that 
customer dwarfed the cost of the software, which is precisely the dynamic that turns a labor dollar 
into a software dollar. 
 
Across both examples, the pattern is consistent. The model providers supply the intelligence, and 
our portfolio companies supply the context, the data, and the trust layer. The incumbents' 
advantages compound rather than erode and, in many cases, software is complementary to the 
frontier models rather than a zero-sum game. 
 
Our Portfolio Companies are Builders, not Bystanders 
 
It is true that the cost to produce code has decreased significantly, lowering barriers to entry. But 
we believe our holdings have the balance sheets, cash flow generation, and installed customer 
bases to incorporate AI at pace, and they have responded with an acceleration in product 
innovation velocity that leverages this very dynamic. These companies are using the frontier 
models as inputs to create differentiated products on top of their proprietary data and domain 
expertise. 
 

• Cadence Design Systems, Inc.: Cadence's Cerebrus AI platform has been deployed across 
more than a thousand production chip designs, using reinforcement learning to automate 
semiconductor design flows that no general-purpose model could replicate. 

• HubSpot, Inc.: HubSpot, which has shipped over fifteen autonomous Breeze AI agents across 
marketing, sales, and service, is resolving over half of its own support tickets through AI and 
has re-priced its platform away from pure seat-based models toward consumption- and 
outcome-linked tiers. 

• MongoDB, Inc.: MongoDB acquired Voyage AI, whose embedding and retrieval models are 
recommended by Anthropic and used by leading AI developers, to integrate high-precision 
AI-powered search directly into its database platform — redefining the data layer for the AI 
era. 

• nCino, Inc.: nCino has expanded its Banking Advisor from two capabilities at launch to 
eighteen, with Wells Fargo appearing on stage at nSight 2025 (nCino’s user conference) to 
discuss their deployment; the platform is driving measurable results including a 74% 
reduction in commercial banking onboarding time and 62% faster loan decisions. 

• Procore Technologies, Inc.: Procore now has nearly 700 customers building thousands of 
custom AI agents directly within its platform through Agent Builder, including the one 
discussed above. 
 

The securities identified in this section reflect positions held by the portfolio as of quarter end. This is provided for informational 
purposes. The inclusion of a security does not indicate that it was or will be profitable or suitable for a particular investor. Past 
performance is not indicative of future results. See Disclosures at the end of the presentation for additional information. 
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• Samsara Inc.: Samsara has introduced Samsara Intelligence and Samsara Coach, applying AI 
to over 20 trillion operational data points from its IoT network to deliver automated safety 
coaching, predictive maintenance, and real-time operational intelligence at the edge. 

• Snowflake Inc.: Snowflake launched Cortex Code, an AI coding agent that operates within 
the enterprise's governed data environment, and announced a $200 million partnership 
with OpenAI to make frontier models natively available within its Cortex AI suite — on top 
of the Cortex Analyst adoption curve described above. 

 
In Summary 
 
The market is pricing enterprise software as though AI is a singular headwind. We think that is the 
wrong framework. We believe the overall spend environment is shifting toward software, not 
away from it, as labor budgets are reallocated toward AI-enabled productivity and the platforms 
that govern it. Within that expanding addressable market, deeply embedded systems of record 
are structurally advantaged over the long tail of point solutions that face genuine consolidation 
risk. Our portfolio companies are not standing still; they are building rapidly on top of the frontier 
models, re-pricing around the new workloads, and using proprietary data and workflow logic to 
create products the AI labs cannot replicate independently. The labor market is approximately 38 
times the size of the US enterprise software market. The opportunity for the right software 
companies is to begin the process of closing that gap. History suggests that when you identify a 
genuine TAM expansion of this magnitude, multiples tend to go up, not down. We believe the 
fundamentals support that thesis, and we believe the current valuations do not yet reflect it. 
 
Sources & Notes 
 
¹ Gartner, 2026 CIO and Technology Executive Survey (2,500+ CIOs and technology executives representing $13 
trillion in enterprise revenue and $274 billion in IT spending across 79 countries). 
 

² Okta, 2025 Businesses at Work Report. Based on anonymized data across thousands of Okta Integration Network 
customers. 
 

³ Productiv, State of SaaS Report, 2024. Gartner estimates 30–40% of IT spending in large organizations constitutes 
shadow IT. 
 

⁴ Productiv / BetterCloud, 2025–2026 SaaS industry data; corroborated by Zylo 2026 SaaS Management Index. 
 

Chart data — US Total Employee Compensation: US Bureau of Economic Analysis. Worldwide Software Spending is 
drawn from two Gartner publications: (a) Gartner, "Worldwide IT Spending Forecast," July 2025 — source for the 
2024 worldwide software figure of $1,114.6B; and (b) Gartner, "Worldwide IT Spending Forecast," February 2026 — 
source for the 2025 worldwide software figure of $1,249.5B. US enterprise software spend is estimated as 
approximately one-third (33.3%) of worldwide software spend, the commonly cited approximation of the US share 
of global IT spend.  
 

Other Notes — Anthropic revenue run-rate figures ($9B at year-end 2025, $30B current) are publicly cited but 
unaudited. The Lütke quote is reproduced from his public X post. Procore and Snowflake examples are drawn from 
the companies' most recent earnings calls and investor communications. 
 
 

 
 
 The securities identified in this section reflect positions held by the portfolio as of quarter end. This is provided for informational 

purposes. The inclusion of a security does not indicate that it was or will be profitable or suitable for a particular investor. Past 
performance is not indicative of future results. See Disclosures at the end of the presentation for additional information. 
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Portfolio Holdings 
 

 
Buckets and Phases are internally developed Spyglass research tools and are subject to change. Buckets denote company revenue 
growth (Bucket 1 = 10-15%, Bucket 2 = 15-25%, Bucket 3 = 25% or greater). Phases generally denote a stock price’s discount to 
present value as calculated by Spyglass (Phase 3 = 0-15%, Phase 2 = 15-30%, Phase 1 = 30-50% or greater). The securities listed 
above represent all of the securities currently held in the Spyglass Growth Strategy as of March 31, 2026. No assumptions should 
be made that any investment shown was or will be profitable. See Disclosures at the end of the presentation for additional 
information. 

 

Portfolio Updates 
 

Top Contributors  

Company Net Percent Impact 
AAON, Inc. 0.44% 
Ascendis Pharma A/S 0.30% 
APi Group Corporation 0.29% 
Exact Sciences Corporation 0.02% 
Samsara Inc. (0.02%) 
Top contributors during the quarter ended March 31, 2026.  
Past performance does not guarantee future results. 

 
AAON, Inc. (AAON), a commercial and industrial HVAC solutions provider, was a top contributor 
during the first quarter. AAON reported fourth-quarter results in early March, surpassing 
consensus expectations for revenue while falling short on earnings. Despite the earnings miss, 
investors seemed encouraged by the increasing datacenter order backlog, which increased by 
more than 140% year-over-year. We continue to be optimistic about demand for the Company’s 
products, and we will be carefully monitoring management’s ability to improve margins in 2026 
and beyond.  
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Ascendis Pharma A/S (ASND), a global pharmaceutical company, was a top contributor during 
the first quarter. Ascendis reported fourth-quarter results that were largely in line with investor 
expectations. Notably, the Company reported more than 5,300 unique US patient enrollments in 
YORVIPATH at year-end, and we continue to monitor the rate of adoption as a key part of our 
thesis. We also thought management delivered a strong presentation at the annual JPM 
Healthcare Conference in January, in which they raised forward revenue guidance significantly 
above consensus expectations.  
 
APi Group Corporation (APG), a provider of safety and specialty services, was a top contributor 
during the first quarter. The Company reported fourth-quarter results in late February, exceeding 
consensus expectations for both revenue and earnings, and featuring record fourth-quarter 
adjusted EBITDA and full-year adjusted free cash flow. We continue to maintain APi Group as a 
core position, and we believe its high-margin service business and robust cash flow generation 
will continue to drive fundamentals.  
 
Exact Sciences Corporation (EXAS), a global cancer diagnostics company, was a top contributor 
during the first quarter. In November 2025, Abbott Laboratories, a globally diversified 
pharmaceutical and healthcare company, announced a definitive agreement to acquire Exact 
Sciences for $105 per share. As we did not expect other bidders to emerge, we began winding 
down our position, which had become sizeable, and completed our exit in the first quarter.  
 
Samsara Inc. (IOT), a software provider for physical operations, was a top contributor during the 
first quarter. Samsara reported fourth-quarter results in early March, surpassing consensus 
estimates for both revenue and earnings. We continue to monitor the Company’s ability to 
increase product velocity, along with adoption rates of its emerging solutions, as key components 
of our thesis.  
 

Bottom Contributors  

Company Net Percent Impact 

MongoDB, Inc. (2.27%) 
Affirm Holdings, Inc. (2.15%) 
CoStar Group, Inc. (2.02%) 
HubSpot, Inc. (1.91%) 
Shift4 Payments, Inc. (1.70%) 
Bottom contributors during the quarter ended March 31, 2026.  
Past performance does not guarantee future results. 

 
MongoDB, Inc. (MDB), a database provider, was a bottom contributor during the first quarter. 
Despite reporting fourth-quarter results that surpassed consensus expectations for both revenue 
and earnings, MongoDB appears to have been caught in the broad and undiscriminating selloff 
across software names. After intensifying our research and meeting with the Company’s 
management team in the first quarter, we remain confident that MongoDB is ultimately likely to 
be perceived as an “AI winner”. We continue to vigilantly perform our due diligence on the name.  
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Affirm Holdings, Inc. (AFRM), a financial technology company, was a bottom contributor during 
the first quarter. Although the Company reported fourth-quarter results that exceeded consensus 
expectations, Affirm’s share price declined meaningfully during the quarter. We believe the 
negative sentiment stems primarily from macroeconomic uncertainty and fears around a 
weakening consumer. However, we believe these headwinds are temporary and maintain our 
conviction that Affirm has built a better mousetrap for delivering value to its customers. We 
believe Affirm’s focus on customer success, credit underwriting discipline, and ability to scale 
volume, will ultimately reward patient investors.  
 
CoStar Group, Inc. (CSGP), a provider of software solutions in the global real estate industry, was 
a bottom contributor during the first quarter. The Company reported fourth-quarter results that 
surpassed expectations for both revenue and earnings. This was the 59th consecutive quarter 
with double-digit revenue growth. We continue to be pleased with growth in net new bookings 
and subscribers for Homes.com which is a key component of our long-term model. While we felt 
the quarterly results were solid, we believe investors expected a more optimistic guide which 
ended up weighing on shares.  
 
HubSpot, Inc. (HUBS), a provider of front-office software to the small and medium sized business 
(SMB) market, was a bottom contributor during the first quarter. The Company reported fourth-
quarter results that exceeded consensus expectations for both revenue and earnings. However, 
HubSpot also appeared to have been caught in the broad and undiscriminating selloff across 
software names. We continue to believe that HubSpot will be a net beneficiary of AI by integrating 
tools like AI agents into its product suites, ultimately driving value to its customers.  
 
Shift4 Payments, Inc. (FOUR), a provider of payment processing solutions, was a bottom 
contributor during the first quarter. Shift4 reported fourth-quarter results that were largely in line 
with consensus estimates. However, forward profit guidance came in below expectations, which 
appeared to disappoint investors. We maintain our conviction in the long-term prospects of the 
Company, and we remain patient.  
 

Portfolio Changes 
 
In the first quarter, Spyglass added two new names to the portfolio: Roblox and Chime Financial. 
As a reminder, Spyglass typically keeps a fixed number of 25 companies in the portfolio; when a 
new portfolio holding is purchased, an existing holding must be sold. In this case, Spyglass sold 
Exact Sciences and Duolingo.  
 

New Positions  

Company Percent of Portfolio 

Roblox Corporation 3.09% 
Chime Financial, Inc. 1.70% 
New positions reflect position weights as of March 31, 2026. 
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Roblox Corporation (RBLX), an online game platform and game creation system, was a new 
position during the first quarter. Roblox enables users to create and participate in online games 
via persistent digital identities on its global platform. The platform combines creation tools, social 
media, cloud discovery, and a virtual economy – the platform is monetized via its own digital 
currency, “Robux”, and shares economics with creators.  
 
Roblox has 144 million average daily active users (DAUs) and 35 billion of hours engaged as of 
December 31, 2025. Despite what we view as powerful network effects and leading engagement 
per user vs. social media peers such as TikTok and Instagram, we believe Roblox remains under-
monetized relative to its scale. However, we see multi-year platform investments such as 
discovery algorithms and AI-driven personalization beginning to meaningfully accelerate Roblox’s 
platform flywheel. Over the next five years, we expect bookings growth to meet, or exceed, 20% 
annually while expanding margins, driven by multiple monetization levers including regional 
pricing, differential pricing, price optimization, and advertising.  
 
Since the stock peaked at around $140 in 2025, the share price has declined by more than 50%, 
driven by factors which we view as transitory. These include CFO commentary following third-
quarter results perceived by investors as guiding 2026 lower, but which we believe were 
misconstrued, a ban in Russia resulting in headline noise that we thought overstated the financial 
impact, and fears around age verification requirements that our early research suggests are 
negligible. Meanwhile, we believe business fundamentals are not only healthy, but primed for 
record growth. We view Roblox as a leading platform at the intersection of gaming, social media, 
and creator economy, and we are excited to own it in our portfolio at what we consider an 
attractive valuation.  
 
Chime Financial, Inc. (CHYM), a financial technology company, was a new position in the first 
quarter. Chime is a digital-only banking institution, commonly called a “neobank”, that charges 
zero fees – no overdraft fees, no monthly fees, and no minimum balances. Chime is able to avoid 
charging fees by monetizing interchange at a higher rate, whereas traditional banks typically rely 
on these fees to break even on customers with lower incomes and balances.  
 
We believe Chime is a leader among these neobanks, with a large and growing customer base 
among American adults that earn under $100,000 annually. Chime is currently the #1 destination 
for these consumers when switching relationships from traditional banks, and we believe 
customer growth will continue as younger demographics and increasing consumer preference for 
app-based financial services drive a secular shift away from traditional banking.  
 
Relative to traditional banks, we believe Chime holds a 3-5x cost advantage which, combined with 
a pro-consumer, no-fee business model, will allow it to win increasing market share while 
maintaining attractive unit economics. Since its IPO in June 2025, the share price has experienced 
volatility, which we primarily attribute to temporary macroeconomic headwinds. We see Chime 
as a structurally advantaged neobank platform with durable growth and expanding margins, and 
we are excited to own it in our portfolio at what we consider an attractive valuation.  
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Exited Positions  

Company Percent of Portfolio 

Exact Sciences Corporation (3.18%) 
Duolingo, Inc. (2.74%) 
Exited positions reflect position weights as of December 31, 2025. 

 
Exact Sciences Corporation (EXAS), a global cancer diagnostics company, was sold during the first 
quarter. Please refer to our commentary in the Top Contributors section of the letter.  
 
Duolingo, Inc. (DUOL), a provider of learning apps, was sold during the first quarter. The growth 
in daily active users, a core component of our thesis, has recently slowed relative to our internal 
KPIs. Although we still believe in the long-term potential of Duolingo, we determined that the 
cone of outcomes had widened materially, and we decided to exit our position in order to 
reallocate capital to other opportunities.  
 

Top Additions  

Company Percentage Points Added  
Credo Technology Group Holding Ltd +1.54% 
AppLovin Corporation +1.34% 
Samsara Inc. +1.21% 
Net additions during the quarter ended March 31, 2026. 

 
During the first quarter, the positions that received the most additional capital were Credo, 
AppLovin, and Samsara.  
 

Top Trims  

Company Percentage Points Sold 
APi Group Corporation -2.27% 

AAON, Inc. -1.62% 
Global-e Online Ltd. -1.20% 
Net trims during the quarter ended March 31, 2026. 

 
During the first quarter, the positions that were most significantly trimmed were APi Group, 
AAON, and Global-e.  

 
Summary 

 
Spyglass was founded with an aspiration to thrive during periods of disruption. Our goal is 
straightforward – allocate capital to the companies that are led by incredible entrepreneurs that 
establish large and defensible moats in highly dynamic end markets that we expect will lead to 
above-average long-term returns. We believe that we are surrounded by opportunity, and as the 
dust settles, we are optimistic about the prospects for the Spyglass Growth Strategy.  
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Thank you for your confidence in Spyglass. We will continue to invest your money alongside ours, 
and we look forward to updating you on our progress next quarter. 
 
The Spyglass Team  
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# of 
Holdings 

Additional Portfolio Characteristics as of March 31, 2026 
 
 

 

Portfolio Sector Weights(1) 

 
 

Characteristics(2) 

Spyglass 

Capital
(3)

  

Bloomberg 
Midcap 
Growth 

Bloomberg 
2500 

Growth 
Bloomberg 

500 

 Weighted Avg Market Cap (Billions) 27.4 29.2 9.6 1,269.8 

 Median Market Cap (Billions) 16.1 13.5 1.8 43.4 

 Number of Holdings 25  563 1,740 505 

 Earnings Growth 2 Yr Est CAGR 42% 14% 14% 19% 
 

Portfolio Companies Grouped by Market Cap(3) 

  
 

The information presented is unaudited. For additional information and disclosures on the Spyglass Growth Strategy and indices, 
please refer to the disclosures at the end of the letter. 

(1) Portfolio sector weights are determined by Global Industry Classification Standard (GICS). Does not include cash.  
(2) The Bloomberg Midcap Growth Index, Bloomberg 2500 Growth Index, and Bloomberg 500 Index are included for informational 

purposes only. The Earnings Growth 2 Year Estimated CAGR is a Spyglass research estimate for the portfolio. Please refer to 
page 12 for additional disclosures on mathematical principles supporting research estimates. For indices (Bloomberg Midcap 
Growth, Bloomberg 2500 Growth, and Bloomberg 500) the Earnings Growth 2 Year Estimated CAGR is calculated using 
Bloomberg's "Pos Earn Before XO Items" (Mnemonic IN011) and "Pos Est Earnings FY3 Aggte" (Mnemonic IN100). Market Cap 
and number of holdings sourced from Bloomberg. 

(3) Holdings, Characteristics and Market Cap information are based on a Spyglass representative portfolio. From time to time the 
number of holdings may deviate from 25 portfolio holdings due to trading activity. 

3.09% Communication Services

Consumer Discretionary
11.01%

Financials
15.67%

Health Care 10.57%

Industrials 10.93%

Information 
Technology
44.49%

Real Estate 3.13%
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Disclosures 
 
This letter is provided for informational purposes only and may not be copied, forwarded or distributed without the express written 
consent of Spyglass Capital Management, LLC (“Spyglass” or the “Advisor”). The information contained herein reflects the opinions 
and projections of Spyglass as of the date of publication, which are subject to change without notice at any time subsequent to the 
date of issue. 

Spyglass is an investment adviser registered with the US Securities and Exchange Commission under the Investment Advisers Act of 
1940, as amended. Registration does not imply a certain level of skill or training. 

No Offer or Solicitation. The information herein is not an offer to sell or the solicitation of any offer to buy securities. The document 
provides general background information on Spyglass and the portfolios that it manages. Any offer will be made only through the 
prospectus and statement of additional information or investment management agreement (collectively “offering materials”) which 
generally is available only to institutional accredited investors. All the information provided herein is subject to and qualified in its 
entirety by reference to the terms and conditions described in the offering materials. You should also review Spyglass’s Form  ADV, 
which is available on request and located at https://adviserinfo.sec.gov/. Before investing, you should carefully and thoroughly review 
the offering materials with your financial, legal and tax advisors to determine whether an investment is suitable for you.  

Forward Looking Statements. This document contains forward-looking statements based on Spyglass’s expectations and projections 
about the methods and strategies by which it expects to invest. Those statements are sometimes indicated by words such as “expects,” 
“believes,” “will” and similar expressions. Such statements are not guarantees of future performance and are subject to certain risks, 
uncertainties and assumptions that are difficult to predict. Therefore, actual returns could differ materially and adversely from those 
expressed or implied in any forward-looking statements as a result of various factors.  

Certain information contained in these materials has been obtained from published and non-published sources prepared by third 
parties, which, in certain cases, have not been updated through the date hereof. While such information is believed to be reliable, 
Spyglass has not independently verified such information, nor does it assume any responsibility for the accuracy or completeness of 
such information. Except as otherwise indicated herein, the information, opinions and estimates provided in this presentation are 
based on matters and information as they exist as of the date these materials have been prepared and not as of any future date and 
will not be updated or otherwise revised to reflect information that is subsequently discovered or available, or for changes in 
circumstances occurring after the date hereof. Spyglass’s opinions and estimates constitute the manager’s judgment and should be 
regarded as indicative, preliminary and for illustrative purposes only. 

Strategy holdings and sector allocations are subject to change at any time without notice. Portfolio sector weights are determined by 
Global Industry Classification Standard (GICS). A full list of Strategy holdings is available upon request. 

Positions reflected in this letter do not necessarily represent all the positions held, purchased, or sold, and in the aggregate, the 
information may represent a small percentage of activity. The information presented is intended to provide insight into noteworthy 
events, in the sole opinion of Spyglass, affecting the Strategy. The securities identified herein represent top/bottom performers and 
new/exited positions during the quarter. This is provided for informational purposes only and do not constitute investment advice or 
a recommendation to buy or sell any specific security. The inclusion of a security does not indicate that it was or will be profitable or 
suitable for a particular investor. Past performance is not indicative of future results. 

GIPS Compliance and Verification Status. Spyglass claims compliance with the Global Investment Performance Standards (GIPS®) and 
has been independently verified solely for the periods October 1, 2015 to December 31, 2025. A firm that claims compliance with the 
GIPS standards must establish policies and procedures for complying with all the applicable requirements of the GIPS standards. 
Verification provides assurance on whether the firm’s policies and procedures related to composite and pooled fund maintenance, as 
well as the calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS standards and 
have been implemented on a firm-wide basis. Verification does not provide assurance on the accuracy of any specific performance 
report. GIPS® is a registered trademark of CFA Institute. CFA Institute does not endorse or promote this organization, nor does it 
warrant the accuracy or quality of the content contained herein. Policies for valuing portfolios, calculating performance, GIPS Reports 
and a listing of composite descriptions are available upon request.  

Disclosures Regarding Performance Calculations. Return information is supplemental to the GIPS compliant presentation. Future 
investments will be made under different economic conditions and in different securities. Spyglass believes that the comparison of 
the Strategy’s performance to the Bloomberg Midcap Growth Index is currently the most appropriate benchmark. This may change 
over time. The Spyglass portfolios are more concentrated and are therefore not as diversified as the Bloomberg Midcap Growth Index. 
The Bloomberg Midcap Growth Index returns reflect the reinvestment of dividends and other earnings as does the Strategy. Due to 
the differences between the Strategy and the composition of the aforementioned market indices, the Bloomberg Midcap Growth 
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Index published returns are not directly comparable to the returns generated by the Strategy. Index performance does not reflect 
trading commissions and costs. Due to these differences, comparison to an index should not be relied upon as an accurate measure 
of comparison. It should not be assumed that recommendations in the future will be profitable or will equal the performance. The 
information contained in this report is for informational purposes only and should not be deemed investment advice. The performance 
data quoted represents past performance. Past performance does not guarantee future results. The investment return and principal 
value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their original cost, 
and current performance may be higher or lower than the performance quoted.  

Performance of the Bloomberg Midcap Growth Index and the Bloomberg 2500 Growth Index is included for informational purposes 
to show the general trend in the midcap equity market for the periods indicated and is not intended to imply that the portfol io is 
similar to the indices either in composition or element of risk. The volatility of indices may be materially different from the performance 
of the Strategy. The Bloomberg Midcap Growth Index and Bloomberg 2500 Growth Index are unmanaged stock market indices that 
measure the performance of their respective component companies. Investors cannot invest directly in an index. Index performance 
does not reflect trading commissions and costs. Due to these differences, comparison to an index should not be relied upon as an 
accurate measure of comparison. 

The Russell 2000 Index, Russell 2000 Growth Index, Russell 2500 Growth Index, Russell Midcap Growth Index, and Russell 1000 Growth 
Index are included for informational purposes only to show the general trend in the markets for the periods indicated and are not 
intended to imply that the portfolio was similar to the market indices either in composition or element of risk. There are significant 
differences between client accounts and the indices herein including, but not limited to, risk profile, liquidity, volatility, and asset 
composition. The S&P 500 Index is widely regarded as the best single gauge of large-cap US equities. The S&P 500 Index measures the 
performance of the large-cap segment of the market. Frequently considered to be a proxy of the US equity market, the S&P 500 Index 
is composed of 500 constituent companies. An investment cannot be made directly in an index. Due to these differences, comparison 
to an index should not be relied upon as an accurate measure of comparison.  

Mathematical Principles. Spyglass research models use hypothetical scenarios and forecasts which have inherent limitations, including 
but not limited to, their inability to reflect the impact of unknown economic and market factors. They rely on opinions, assumptions 
and mathematical models and are illustrative in nature, which can turn out to be incomplete or inaccurate. These opinions and 
assumptions are often based on past events and do not consider unforeseen events or developments. Should any opinions or 
assumptions prove to be inaccurate, the model’s results may vary significantly. 

Internal Classifications. Buckets and Phases classifications referenced herein are internally developed Spyglass research tools. Buckets 
are intended to denote company revenue growth (Bucket 1 = 10-15%, Bucket 2 = 15-25%, Bucket 3 = 25% or greater). Phases generally 
denote a stock price’s discount to present value as calculated by Spyglass (Phase 3 = 0-15%, Phase 2 = 15-30%, Phase 1 = 30-50% or 
greater). These classifications do not reflect third-party standards and may change without notice. 

 
 


