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Mid-cap growth stocks posted a double-digit gain in the first half of 2019, outpacing their value counterparts and small-cap shares.
The Institutional Mid-Cap Equity Growth Fund underperformed its benchmark in the period but maintained its outstanding long-term
relative performance record against its peers.
Health care and information technology companies comprised many of the top contributors, while detractors hailed from a variety
of sectors.
We observe eerie similarities between today’s stock market and 1999’s runup to the height of the dot-com bubble. In response, we are
leaning against current sentiment in the mid-cap growth sector, which has turned into an increasingly aggressive and technology-laden
slice of the market.
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and prospectuses or shareholder reports.
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It’s fast—receive your statements and
confirmations faster than U.S. mail.
It’s convenient—access your important account
documents whenever you need them.
It’s secure—we protect your online accounts using
“True Identity” to confirm new accounts and make
verification faster and more secure.
It can save you money—where applicable,
T. Rowe Price passes on the cost savings to
fund holders.*

Log in to your account at troweprice.com for more information.
*Certain mutual fund accounts that are assessed an annual account service fee can also save money by switching to e-delivery.
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Management’s Discussion of Fund Performance

Fellow Shareholders
resilience, the Fed’s policy U-turn reinforced the unsettling
notion that the nominally independent central bank had
capitulated to market volatility or political pressure from
President Donald Trump to keep rates low.

Following a sharp sell-off in the final quarter of 2018, U.S.
stocks executed one of the market’s quickest rebounds in
recent memory and recorded their best first-half performance
since 1997. Driving the upswing was an unexpected policy
shift by the Federal Reserve: After raising interest rates four
times in 2018, the U.S. central bank began to backpedal in
December on its plans for future rate hikes as the global
growth outlook darkened and stock markets corrected.
Unsurprisingly, investors interpreted the Fed’s dovish turn as a
green light for speculation and responded by flocking to
high-sales growth companies without regard for profitability
or valuations. Your fund participated in the first half ’s
momentum-driven rally but lagged its benchmark as we stuck
with our fundamentals-based, valuation-sensitive approach
and steered clear of many of the market’s more
speculative names.

Though some economic indicators weakened in the spring,
other data showed that the U.S. economy remained on firm
footing. Inflation remained below the Fed’s 2% target and
wages picked up, albeit at a subdued pace. Hiring remained
robust, and the U.S. jobless rate hovered close to a 50-year low.
Regardless of what drove the Fed’s policy shift, investors
responded to the prospect of low rates by gravitating to
high-sales growth companies without regard for profitability
or valuations—continuing a trend of speculative behavior that
we have observed for the past several years.
Evidence of slowing global growth that emerged in late 2018
and the trade battle with China remained major sources of
investor anxiety. Expectations for a U.S.-China trade accord
rose as both countries appeared to inch closer to an agreement
throughout the spring, fueling the stock market’s first-quarter
gains. While negotiations unexpectedly broke down in May,
leading the U.S. and China to increase tariffs on each other’s
goods, stocks resumed their climb toward record levels in June
amid renewed hopes of a détente after President Trump
tweeted that he would meet with China’s president at the G-20
summit. Investor sentiment was further buoyed days later
when Fed Chair Jerome Powell said that “the case for
somewhat more accommodative policy has strengthened,”
cementing expectations for a rate cut in the near term.

PERFORMANCE COMPARISON
Six-Month Period Ended 6/30/19

Total Return

Institutional Mid-Cap Equity Growth Fund

25.41%

Russell Midcap Growth Index

26.08

Lipper Mid-Cap Growth Funds Index

26.37

The Institutional Mid-Cap Equity Growth Fund returned
25.41% in the six months ended June 30, 2019, versus 26.08%
for the Russell Midcap Growth Index. The fund underperformed the 26.37% return of its peer group, the Lipper
Mid-Cap Growth Funds Index. Over longer time periods, the
fund remained favorably ranked relative to its competitors and
maintained its status as the number one fund since its 1996
inception. (Based on cumulative total return, Lipper ranked
the Institutional Mid-Cap Equity Growth Fund 63 of 388, 121
of 359, 28 of 332, 3 of 252, and 1 of 47 funds in the mid-cap
growth funds category for the 1-, 3-, 5-, and 10-year and sinceinception periods ended June 30, 2019, respectively. Returns
for the Advisor, R, and I Class shares varied slightly, reflecting
their different fee structures. Past performance cannot
guarantee future results.)

GROWTH VS. VALUE
Periods Ended
6/30/19

6
Months

12
Months

3
Years

5
Years

Russell Midcap
Growth Index

26.08%

13.94%

58.06%

69.30%

Russell Midcap
Value Index

18.02

29.32

38.42

3.68

Cumulative returns.

The risk-oblivious atmosphere on Wall Street was reflected in
the striking outperformance of mid-cap growth stocks in the
first half of the year. Year-to-date, growth stocks outpaced their
value counterparts, extending a multiyear trend. Within the
growth stock universe, mid-cap stocks had a particularly
strong run, outpacing their small- and large-cap peers.

MARKET ENVIRONMENT
The U.S. central bank’s pivot toward looser monetary policy
and hopes for a trade deal with China provided powerful tailwinds for the U.S. stock market, allaying two sources of worry
that derailed financial markets in late 2018. After projecting
more interest rate hikes in 2019 as recently as December, the
Fed signaled after its January policy meeting that it had shifted
to a prolonged rate pause and then indicated in March that it
would not likely raise rates this year—sending stocks sharply
higher after each pronouncement. Given the U.S. economy’s

The consistent outperformance of mid-cap growth stocks
reflects the technology-heavy composition of the sector,
including several so-called unicorn startups valued at over
$1 billion. The addition of these newly minted, highflying
companies—many of which have yet to turn a profit—has
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trends, including growing demand for recyclable cans over less
sustainable options; higher-margin specialty cans; and new
beverage categories, such as wine and coffee, that are now sold
in cans.

turned our benchmark into an aggressive, technology-oriented
index over a relatively brief period: Information technology
accounted for nearly 33% of the Russell Midcap Growth Index
at the end of June, more than the next two largest sectors
combined and up from roughly 18% three years ago.

SECTOR DIVERSIFICATION
Percent of Net Assets
12/31/18
6/30/19

PORTFOLIO REVIEW
Unlike many growth investors who have gravitated to the
fastest-growing companies, we remained cautious and
continued to pare our positions in highflying stocks as we
found their valuations increasingly difficult to justify based on
their fundamentals. Our hesitation at fully embracing the
market exuberance weighed on the fund’s relative performance
as a result. Nevertheless, we believe that caution is warranted
as signs of market excess have grown more pronounced this
year, reinforcing our view that current conditions could lead to
increasingly severe consequences the longer they persist.
Nearly all your fund’s top contributors in the first half of 2019
were companies we have owned for many years, reflecting our
long-term investment philosophy. Many were health care
holdings. Teleflex, a medical technology company we have
owned since 2013, was a top contributor as it continued to
deliver solid organic growth and reaps the benefits of a
yearslong transition from a diversified industrial company to
one focused solely on medical devices. Bruker, a holding since
2010, boosted returns after the scientific instrument maker
reported strong earnings and raised its full-year forecast in
May. We have long posited that Bruker—originally a familyrun business that until recently wasn’t overly focused on
improving profits—was underearning its long-term potential,
and we are pleased that management’s efforts to increase
profitability and cash flow in recent years are finally bearing
fruit. Other large contributors included contact lens maker
Cooper Companies (held since 2011), whose shares rose
following a string of solid earnings reports, and contract drug
manufacturer Catalent (held since its initial public offering
(IPO) in 2014). (Please refer to the fund’s portfolio of investments for a complete list of our holdings and the amount each
represents in the portfolio.)

Information Technology

22.1%

20.6%

Health Care

16.4

19.4

Industrials and Business Services

20.5

19.0

Consumer Discretionary

14.8

14.6

Financials

8.9

8.1

Materials

6.2

6.6

Energy

2.1

3.1

Consumer Staples

3.1

2.6

Utilities

1.2

1.9

Communication Services

2.0

1.5

Real Estate

0.5

0.3

Other and Reserves

2.2

2.3

100.0%

100.0%

Total

Historical weightings reflect current industry/sector classifications.

Our top detractors spanned a variety of sectors. Amneal
Pharmaceuticals was the fund’s biggest detractor as the
generic drugmaker’s shares fell sharply reflecting heightened
competition and significantly diminished prospects. In the
consumer staples sector, our holdings in supermarket chains
Sprouts Farmers Market and Kroger detracted from returns
as each grappled with an increasingly competitive food retail
environment, weakening consumer sentiment, and in Sprouts’
case, a high level of management turnover. J.B. Hunt
Transport Services weighed on performance as the trucking
and logistics company experienced lower volumes in its
intermodal business. We believe J.B. Hunt is a superior
operator in a tough and cyclical business and exemplifies the
type of steady-growth, reasonably valued industrial company
we have long favored in your fund. We took advantage of its
share price weakness to add to our holding.

The information technology sector also added value, aided by
our position in Keysight Technologies, a leading electronic
test and measurement equipment manufacturer. Since splitting
from Agilent Technologies in 2014, Keysight has stepped up
its investment in research and development to capitalize on the
shift to 5G networks and other industry growth drivers, a
strategy that has paid off well. Worldpay was also a strong
contributor after Fidelity National Information Services agreed
to buy the payment processing company at a sizable premium.
We reduced our positions in Worldpay and Keysight after their
strong performances, but Keysight remains a core holding. In
other sectors, Ball was the top contributor as the aluminum
packaging products maker continued to benefit from several

INVESTMENT STRATEGY AND OUTLOOK
For the past several years, we have repeatedly stated our
concerns about the Fed’s role in driving stock prices to
unsustainable levels by keeping interest rates abnormally low.
The Fed’s four rate hikes in 2018 had offered hope that the
central bank was at last reverting to a normalized monetary
policy, which would help drain away the excess liquidity that
has inflated asset prices in recent years. The Fed’s dovish pivot
this year has prolonged the party on Wall Street and effectively
granted a reprieve to the many subpar companies that have
2
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grown dependent on nearly cost-free financing over the past
decade. Many fast-growing companies with flawed business
models or uncertain profit-making prospects have been
rewarded by investors, putting off the inevitable market
correction that we believe is long overdue.

Many companies in the current and pending IPO class are
unprofitable businesses that defy traditional valuation metrics.
As of mid-2019, valuations of the unicorn highfliers are very
high but are nowhere near the extremes of 1999. Among the
growing list of 2019 IPOs, some will ultimately become large
companies and others will disappear. But all seem very richly
valued here.

We are struck by how the Fed’s monetary promiscuity has
recently bled into the realm of fiscal policy in the form of
modern monetary theory (MMT). Once dismissed as a fringe
economic concept, MMT has recently gained traction among
academics and politicians who argue that deficits don’t matter
for countries that can borrow in their own currency, a key
MMT tenet. Though we and most other mainstream investors
view MMT as a fundamentally flawed construct, the prospect
of U.S. government deficits exceeding $1 trillion a year now
seems perfectly acceptable among politicians of both parties.
The Fed’s continued suppression of interest rates at a time of
economic strength and the specter of a return to trillion-dollar
deficits are troubling signs of how far monetary and fiscal
policy have drifted from established norms.

The combination of subdued global growth, a submissive Fed,
and risk-oblivious investors means that the market’s current
exuberance may well continue in the near term. The Fed and
other global central banks are now assumed to have omnipotent powers, thanks to their role in driving asset prices higher
over the past decade. We are not sure what will change this
paradigm. However, we know from experience that the world
is cyclical and that bear markets and economic cycles have not
yet been eradicated.
Relative to the very aggressive mid-cap growth sector, we are
leaning against current sentiment and investing practice.
Time will tell whether our investing experience, which spans
38 years, is merely intellectual baggage or will end up
rewarding our shareholders with solid returns over the
long term.

The last 18 months have been very frustrating for us as
investors. Momentum, particularly price momentum, has been
the dominant factor driving stocks in some new economy
sectors such as software. In other words, stocks that go up
continue to go up, regardless of valuation.

Respectfully submitted,

Value investing is now considered obsolete by many, and
some disconsolate value investors have become closet growth
enthusiasts. Contrarians might suggest a regime change is near.

Brian W.H. Berghuis
President of the fund and chairman of its
Investment Advisory Committee

In many ways, 2019 feels like an echo of 1999, the crescendo
of the internet bubble exactly 20 years ago. While many of
today’s highflying stocks are more serious businesses compared
with their 1999 predecessors, their valuations have often
become detached from reality. Twenty years ago, many of the
disrupters crashed in the subsequent bear market. The
“pretenders” disappeared entirely. Though some of today’s
dominant companies such as Amazon, eBay, and Priceline.com
(renamed Booking Holdings) emerged from the ashes, it’s easy
to forget that many companies lost as much as 90% of their
value in the bust.

John F. Wakeman
Executive vice president of the fund
July 26, 2019

In 1999, investors bid up shares of fiber-based companies to
unsustainable levels; today, we see similar (if not as extreme)
behavior focused on cloud-based companies. There is a
growing acceptance of alternative valuation methodologies
such as price-to-sales, a construct borrowed from the venture
capital world. Since profitability is not part of this equation, it
is becoming increasingly ignored by many investors. Moreover,
what is considered a reasonable price-to-sales ratio has
significantly increased and is often based on projections far
into the future. Visionary, yes, but hazardous as many of the
assumptions are aggressive and depend on almost
perfect conditions.

The committee chairman has day-to-day responsibility for
managing the portfolio and works with committee members in
developing and executing the fund’s investment program.

The views expressed reflect the opinions of T. Rowe Price as of the
date of this report and are subject to change based on changes in
market, economic, or other conditions. These views are not
intended to be a forecast of future events and are no guarantee of
future results.
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RISKS OF STOCK INVESTING

TWENTY-FIVE LARGEST HOLDINGS

As with all stock and bond mutual funds, the fund’s share price
can fall because of weakness in the stock or bond markets,
a particular industry, or specific holdings. The financial
markets can decline for many reasons, including adverse
political or economic developments, changes in investor
psychology, or heavy institutional selling. The prospects for
an industry or company may deteriorate because of a variety
of factors, including disappointing earnings or changes in
the competitive environment. In addition, the investment
manager’s assessment of companies held in a fund may prove
incorrect, resulting in losses or poor performance, even in
rising markets. The stocks of mid-cap companies entail greater
risk and are usually more volatile than the shares of larger
companies. In addition, growth stocks can be volatile for
several reasons. Since they usually reinvest a high proportion
of earnings in their own businesses, they may lack the
dividends usually associated with value stocks that can cushion
their decline in a falling market. Also, since investors buy these
stocks because of their expected superior earnings growth,
earnings disappointments often result in sharp price declines.

Percent of
Net Assets
6/30/19
Teleflex

2.5%

Cooper Companies

2.3

Ball

2.0

Hologic

1.9

Harris

1.7

Textron

1.7

Agilent Technologies

1.6

Microchip Technology

1.6

IAC/InterActiveCorp

1.5

Keysight Technologies

1.5

Willis Towers Watson

1.5

Workday

1.4

Bruker

1.4

Roper Technologies

1.4

Norwegian Cruise Line Holdings

1.4

Catalent

1.3

Dollar General

1.3

Lipper indexes: Fund benchmarks that consist of a small
number of the largest mutual funds in a particular category as
defined by Lipper Inc.

IDEX

1.3

Sensata Technologies Holding

1.3

Concho Resources

1.3

Russell Midcap Growth Index: An unmanaged index that
measures the performance of those Russell Midcap companies
with higher price-to-book ratios and higher forecast
growth values.

TD Ameritrade Holding

1.3

MGM Resorts International

1.2

Verisk Analytics

1.1

FleetCor Technologies

1.1

Russell Midcap Value Index: An unmanaged index that
measures the performance of those Russell Midcap companies
with lower price-to-book ratios and lower forecast
growth values.

Fiserv

1.1

Total

37.7%

GLOSSARY

Note: The information shown does not reflect any exchange-traded
funds (ETFs), cash reserves, or collateral for securities lending that
may be held in the portfolio.

S&P 500 Index: An unmanaged index that tracks the stocks of
500 primarily large-cap U.S. companies.
Note: Russell Investment Group is the source and owner of
the trademarks, service marks, and copyrights related to the
Russell indexes. Russell® is a trademark of Russell
Investment Group.
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CONTRIBUTIONS TO THE CHANGE IN NET ASSET VALUE
Six Months Ended 6/30/19
BEST CONTRIBUTORS

WORST CONTRIBUTORS

Ball

40¢

Amneal Pharmaceuticals

-9¢

Worldpay

37

Alkermes

-8

Harris

34

Sprouts Farmers Market

-6

Bruker

34

Kroger

-5

Keysight Technologies

34

J.B. Hunt Transport Services

-4

Teleflex

34

Tapestry

-4

Catalent

33

Centennial Resource Development

-3

Cooper Companies

32

MEDNAX

-3

Gardner Denver Holdings

23

Michaels

-2

23

Concho Resources

Roper Technologies
Total

324¢

Total

-2
-46¢

12 Months Ended 6/30/19
BEST CONTRIBUTORS

WORST CONTRIBUTORS

Ball

63¢

Tapestry

-31¢

Cooper Companies

43

Textron

-25

Keysight Technologies

42

Alkermes

-21

Workday

40

Amneal Pharmaceuticals*

-18

Bruker

37

Concho Resources

-15

Worldpay

34

Visteon*

-11

Atlassian

34

CoreLogic

-11

Harris

32

Maxar Technologies**

-10

Teleflex

31

Centennial Resource Development

-10

Xilinx

30

Total

386¢

MEDNAX
Total

*Position added.
**Position eliminated.
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GROWTH OF $1 MILLION

EXPENSE RATIO

This table shows the value of a hypothetical $1 million investment
in the fund over the past 10 fiscal year periods or since inception
(for funds lacking 10-year records). The result is compared with
benchmarks, which include a broad-based market index and may
also include a peer group average or index. Market indexes do not
include expenses, which are deducted from fund returns as well as
mutual fund averages and indexes.

Institutional Mid-Cap Equity Growth Fund

0.61%

The expense ratio shown is as of the fund’s fiscal year ended 12/31/18.
This number may vary from the expense ratio shown elsewhere in this
report because it is based on a different time period and, if applicable,
includes acquired fund fees and expenses but does not include fee or
expense waivers.

FUND EXPENSE EXAMPLE

INSTITUTIONAL MID - CAP EQUIT Y GROWTH FUND

As a mutual fund shareholder, you may incur two types of costs:
(1) transaction costs, such as redemption fees or sales loads, and
(2) ongoing costs, including management fees, distribution and service
(12b-1) fees, and other fund expenses. The following example is intended
to help you understand your ongoing costs (in dollars) of investing in the
fund and to compare these costs with the ongoing costs of investing in
other mutual funds. The example is based on an investment of $1,000
invested at the beginning of the most recent six-month period and held
for the entire period.

$6,000,000
5,000,000
4,000,000
3,000,000

Actual Expenses
The first line of the following table (Actual) provides information about
actual account values and actual expenses. You may use the information
on this line, together with your account balance, to estimate the expenses
that you paid over the period. Simply divide your account value by $1,000
(for example, an $8,600 account value divided by $1,000 = 8.6), then
multiply the result by the number on the first line under the heading
“Expenses Paid During Period” to estimate the expenses you paid on
your account during this period.

2,000,000
1,000,000

6/09 6/10 6/11 6/12 6/13 6/14 6/15 6/16 6/17 6/18 6/19
As of 6/30/19
Institutional Mid-Cap Equity
Growth Fund

$5,095,276

Russell Midcap Growth Index

4,420,028

Lipper Mid-Cap Growth Funds Index

4,020,605

Hypothetical Example for Comparison Purposes
The information on the second line of the table (Hypothetical) is based on
hypothetical account values and expenses derived from the fund’s actual
expense ratio and an assumed 5% per year rate of return before
expenses (not the fund’s actual return). You may compare the ongoing
costs of investing in the fund with other funds by contrasting this 5%
hypothetical example and the 5% hypothetical examples that appear in
the shareholder reports of the other funds. The hypothetical account
values and expenses may not be used to estimate the actual ending
account balance or expenses you paid for the period.

AVERAGE ANNUAL COMPOUND TOTAL RETURN
Periods Ended 6/30/19
Institutional Mid-Cap Equity
Growth Fund

1 Year

5 Years

10 Years

16.66%

13.56%

17.68%

You should also be aware that the expenses shown in the table highlight
only your ongoing costs and do not reflect any transaction costs, such as
redemption fees or sales loads. Therefore, the second line of the table is
useful in comparing ongoing costs only and will not help you determine
the relative total costs of owning different funds. To the extent a fund
charges transaction costs, however, the total cost of owning that fund
is higher.

The fund’s performance information represents only past performance
and is not necessarily an indication of future results. Current performance
may be lower or higher than the performance data cited. Share price,
principal value, and return will vary, and you may have a gain or loss when
you sell your shares. For the most recent month-end performance, please
contact a T. Rowe Price representative at 1-800-638-8790.
This table shows how the fund would have performed each year if its
actual (or cumulative) returns for the periods shown had been earned
at a constant rate. Average annual total return figures include changes
in principal value, reinvested dividends, and capital gain distributions.
Returns do not reflect taxes that the shareholder may pay on distributions
or the redemption of shares. When assessing performance, investors
should consider both short- and long-term returns.
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INSTITUTIONAL MID - CAP EQUITY GROWTH FUND

Actual
Hypothetical
(assumes 5% return
before expenses)

Beginning
Account
Value
1/1/19

Ending
Account
Value
6/30/19

Expenses
Paid During
Period*
1/1/19 to
6/30/19

$1,000.00

$1,254.10

$3.41

1,000.00

1,021.77

3.06

*Expenses are equal to the fund’s annualized expense ratio for the
6-month period (0.61%), multiplied by the average account value over
the period, multiplied by the number of days in the most recent fiscal
half year (181), and divided by the days in the year (365) to reflect the
half-year period.
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Unaudited

FINANCIAL HIGHLIGHTS

For a share outstanding throughout each period

6 Months
Ended
6/30/19

NET ASSET VALUE
Beginning of period

$

Investment activities
Net investment income(1) (2)
Net realized and unrealized
gain/loss
Total from investment activities
Distributions
Net investment income
Net realized gain
Total distributions

48.29

Year
Ended
12/31/18
$

54.48

12/31/17
$

45.94

12/31/16
$

43.40

12/31/15
$

43.11

12/31/14
$

40.67

0.09

0.14

0.06

0.07

0.04

12.18
12.27

(1.30)
(1.16)

11.91
11.97

2.95
3.02

2.93
2.97

5.53
5.53

(0.13)
(4.90)
(5.03)

(0.07)
(3.36)
(3.43)

(0.09)
(0.39)
(0.48)

–
(2.68)
(2.68)

–
(3.09)
(3.09)

–
–
–

–(3)

NET ASSET VALUE
End of period

$

60.56

$

48.29

$

54.48

$

45.94

$

43.40

$

43.11

Ratios/Supplemental Data
Total return(2) (4)

25.41%

Ratios to average net assets:(2)
Gross expenses before
waivers/payments by Price
Associates
Net expenses after
waivers/payments by Price
Associates
Net investment income
Portfolio turnover rate
Net assets, end of period (in
millions)

(1)
(2)
(3)
(4)

(5)

(2.23)%

26.02%

6.94%

6.94%

13.79%

0.61%(5)

0.61%

0.61%

0.61%

0.61%

0.61%

0.61%(5)
0.31%(5)

0.61%
0.24%

0.61%
0.11%

0.61%
0.15%

0.61%
0.08%

0.61%
0.00%

14.1%
$

7,971

35.9%
$

6,466

31.1%
$

6,667

35.9%
$

5,639

39.6%
$

5,123

Per share amounts calculated using average shares outstanding method.
See Note 5 for details of expense-related arrangements with Price Associates.
Amounts round to less than $0.01 per share.
Total return reflects the rate that an investor would have earned on an investment in the fund during each period,
assuming reinvestment of all distributions and payment of no redemption or account fees, if applicable. Total return is not
annualized for periods less than one year.
Annualized

The accompanying notes are an integral part of these financial statements.
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29.9%
$

5,465
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June 30, 2019 (Unaudited)

PORTFOLIO OF INVESTMENTS ‡

Shares

$ Value

(Cost and value in $000s)

Shares

$ Value

O'Reilly Automotive (1)

123,000

45,426

Tiffany

181,000

16,949

Ulta Beauty (1)

109,000

37,811

(Cost and value in $000s)

COMMON STOCKS 97.3%
Communication Services 1.5%
Interactive Media & Services 1.5%
IAC/InterActiveCorp (1)

221,562
562,000

Total Communication Services

122,252

Textiles, Apparel & Luxury Goods 1.5%

122,252

Levi Strauss, Class A (1)
Tapestry

Consumer Discretionary 14.5%

VF

Auto Components 1.2%
Aptiv

946,000

76,465

Visteon (1)

342,000

20,034

77,770

316,000

Total Consumer Discretionary

Food & Staples Retailing 1.5%

ServiceMaster Global Holdings

Casey's General Stores

1,156,489

50,684

Kroger

50,684

Sprouts Farmers Market (1)

Food Products 1.1%

464,000

72,379

978,000

21,233

1,461,000

27,598

Hotels, Restaurants & Leisure 6.1%

121,210

Aramark

660,770

23,827

Darden Restaurants

214,000

26,050

Dunkin' Brands Group

610,000

48,593

Hilton Worldwide Holdings

617,000

60,306

Marriott International, Class A

369,000

51,767

3,259,000

93,110

2,075,000

111,282

307,000

68,516

MGM Resorts International
Norwegian Cruise Line Holdings
(1)

Vail Resorts

27,602

Consumer Staples 2.6%

Diversified Consumer Services 0.6%
973,000

11,744

117,116

96,499

(1)

562,435
2,451,000

Conagra Brands
TreeHouse Foods (1)

1,468,000

38,931

857,000

46,364
85,295

Total Consumer Staples

206,505

Energy 3.1%
Oil, Gas & Consumable Fuels 3.1%
Cabot Oil & Gas

1,467,000

Internet & Direct Marketing Retail 0.1%

Centennial Resource
Development, Class A (1)

1,029,444

7,814

Chewy, Class A (1)

9,423

Concho Resources

978,000

100,910

9,423

Continental Resources (1)

734,000

30,894

Pioneer Natural Resources

369,000

56,774

302

1,570

2,097

10,905

483,451
269,229

Multiline Retail 2.2%
Dollar General

782,000

Dollar Tree (1)

671,000

Venture Global LNG, Series B,
Acquisition Date: 3/8/18, Cost
$912 (1)(2)(3)

105,695
72,059

Venture Global LNG, Series C,
Acquisition Date: 10/16/17 3/8/18, Cost $7,718 (1)(2)(3)

177,754
Specialty Retail 2.8%
Burlington Stores (1)

487,000

82,863

CarMax (1)

370,000

32,127

Michaels (1)

734,000

6,386

Total Energy
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Shares

$ Value

(Cost and value in $000s)

Shares

$ Value
181,247

(Cost and value in $000s)

Financials 8.1%

Cooper

538,000

Banks 0.7%

Exact Sciences (1)

342,945

40,481

Hologic (1)

3,117,000

149,678

178,000

44,840

Fifth Third Bancorp

1,201,000

33,508

427,000

20,397

Webster Financial

ICU Medical (1)
IDEXX Laboratories (1)

53,905
Capital Markets 3.3%
Cboe Global Markets

92,000

25,330

Teleflex

600,000

198,690

West Pharmaceutical Services

373,000

46,681
722,750

625,000

64,769

1,716,000

43,363

Health Care Providers & Services 0.7%

MarketAxess Holdings

100,000

32,142

Acadia Healthcare (1)

TD Ameritrade Holding

2,014,000

100,539

457,699

20,052

KKR, Class A

Tradeweb Markets, Class A

MEDNAX (1)

12,413

Health Care Technology 0.1%

Consumer Finance 0.2%
1,651,000

40,612

492,000

53,025

260,865
SLM

1,162,000

Veeva Systems, Class A (1)

16,048

73,000

11,834
11,834

16,048

Life Sciences Tools & Services 4.3%

Insurance 3.9%

Agilent Technologies

1,711,000

Assurant

489,000

52,020

Avantor (1)

2,844,000

54,292

Axis Capital Holdings

493,000

29,407

Bruker

2,299,000

114,835

Fidelity National Financial

2,197,000

88,539

Progressive

306,000

24,459

Willis Towers Watson

609,000

116,648

PRA Health Sciences (1)

44,476
341,364

Pharmaceuticals 2.9%

311,073
Total Financials

448,575

127,761

641,891

Amneal Pharmaceuticals (1)

1,791,000

12,842

Catalent (1)

1,959,000

106,197

Health Care 19.4%

Elanco Animal Health (1)

1,948,000

65,842

Biotechnology 2.3%

Perrigo

1,041,000

49,573

Alkermes (1)

234,454

1,549,995

34,937

Alnylam Pharmaceuticals (1)

283,000

20,534

Total Health Care

Argenx, ADR (1)

124,000

17,556

Industrials & Business Services 19.0%

65,000

7,485

Incyte (1)

443,000

37,637

Sage Therapeutics (1)

122,000

22,337

68,000

10,332

484,000

33,498

Ascendis Pharma, ADR (1)

Sarepta Therapeutics (1)
Seattle Genetics (1)

Aerospace & Defense 4.3%
785,000

40,899

Harris

733,000

138,632

Textron

137,000

33,588

2,527,000

134,032
347,151

Health Care Equipment & Supplies 9.1%
577,000

BWX Technologies
L3 Technologies (1)

184,316
Alcon (1)

1,547,743

Airlines 0.8%

35,803

Alaska Air Group
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Shares

$ Value

Shares

(Cost and value in $000s)

United Airlines Holdings (1)

488,000

42,724

Information Technology 20.6%

66,435

Electronic Equipment, Instruments & Components 2.9%

Building Products 0.3%
Allegion

196,000

21,668
21,668

24,783

1,079

IAA (1)

337,775

13,099

KAR Auction Services

642,872

16,072

Waste Connections

463,000

44,254

Keysight Technologies (1)

1,344,000

120,705

578,000

24,270

Black Knight (1)
CoreLogic (1)

2,081,000

305,000

726,000

43,669

1,496,000

62,578

Fidelity National Information
Services

245,000

30,057

Fiserv (1)

973,000

88,699

101,969

FleetCor Technologies (1)

319,000

89,591

101,969

Gartner (1)

248,000

39,913

Global Payments

308,000

49,320

49,000

14,707

Total System Services

493,000

63,237

Worldpay, Class A (1)

610,000

74,755

Industrial Conglomerates 1.4%
Roper Technologies

7,053
80,948

IT Services 7.0%

Electrical Equipment 1.3%
(1)

147,000
2,436,000

232,976

74,504
Sensata Technologies Holding

Cognex
Corning
National Instruments

Commercial Services & Supplies 0.9%
frontdoor (1)

Shopify, Class A (1)

111,709
111,709

Machinery 5.1%
Colfax (1)

1,905,000

53,397

Fortive

1,057,000

86,166

Gardner Denver Holdings (1)

2,448,000

84,701

IDEX

608,000

104,661

Xylem

912,000

76,280

556,526
Semiconductors & Semiconductor Equipment 5.0%
Entegris

Professional Services 4.0%
CoStar Group (1)

124,000

68,703

Equifax

199,000

26,913

IHS Markit (1)

912,000

58,113

1,034,000

76,009

612,000

89,634

Verisk Analytics

Kansas City Southern

61,519

61,000

7,431

929,000

55,573

1,467,000

127,189

Skyworks Solutions

614,000

47,444

Xilinx

553,000

65,210

Atlassian, Class A (1)

462,000

60,448

Ceridian HCM Holding (1)

673,000

33,785

Crowdstrike Holdings, Class A

82,980

5,667

DocuSign (1)

795,000

39,520

Slack Technologies, Class A (1)

418,164

15,681

Splunk (1)

367,000

46,150

SS&C Technologies Holdings

551,000

31,743

2,301,000

50,070

(1)

68,950
Total Industrials & Business Services

80,537

Maxim Integrated Products

Software 5.7%

Road & Rail 0.9%
673,000

25,228

3,374,000

401,181

319,372
JB Hunt Transport Services

676,000

Marvell Technology Group
Microchip Technology

405,205

TransUnion

$ Value

(Cost and value in $000s)

Symantec

1,516,963
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Shares

$ Value

(Cost and value in $000s)

Tableau Software, Class A (1)

305,881

50,782

Workday, Class A (1)

560,000

115,125

20,183

1,792

Zoom Video Communications,
Class A (1)

Shares

$ Value

267,000

28,184

(Cost and value in $000s)

Gas Utilities 0.4%
Atmos Energy

28,184
Multi-Utilities 1.1%

450,763
Total Information Technology

Sempra Energy

1,641,446

611,000

83,976

Materials 6.6%
Total Utilities

Chemicals 2.0%
306,000

69,269

RPM International

1,040,000

63,555

Valvoline

1,415,000

27,635

Air Products & Chemicals

Consumer Discretionary 0.1%
Internet & Direct Marketing Retail 0.1%

42,340
42,340

Roofoods, Series F, Acquisition
Date: 9/12/17, Cost $9,756
Roofoods, Series G, Acquisition
Date: 5/16/19, Cost $328

(1)(2)(3)

Containers & Packaging 3.3%
Avery Dennison

428,000

49,511

Ball

2,262,000

158,317

Sealed Air

1,219,000

52,149

(1)(2)(3)

495,000

42,016

Kirkland Lake Gold

574,000

24,636

(1)(2)(3)

WeWork, Series D-2, Acquisition
Date: 12/9/14, Cost $3,431

529,428

(1)(2)(3)

Real Estate Management & Development 0.0%

45,981

Total Real Estate

2,483

14,162

206,064

11,128

Total Real Estate

25,290

Total Convertible Preferred Stocks
(Cost $17,882)

36,342

Money Market Funds 2.4%
T. Rowe Price Treasury Reserve
Fund, 2.44% (4)(5)

Electric Utilities 0.4%
467,925

262,263

SHORT-TERM INVESTMENTS 2.4%

2,483

Utilities 1.9%

Eversource Energy

328
11,052

WeWork, Series D-1, Acquisition
Date: 12/9/14, Cost $4,367

Real Estate 0.0%

(1)(2)(3)

784

Real Estate Management & Development 0.3%

66,652
Total Materials

10,724

Real Estate 0.3%

Metals & Mining 0.8%
Franco-Nevada

27,594

Total Consumer Discretionary

259,977

WeWork, Class A, Acquisition
Date: 5/26/15, Cost $651

7,755,359

CONVERTIBLE PREFERRED STOCKS 0.4%

Construction Materials 0.5%
184,000

147,610

Total Common Stocks
(Cost $5,146,709)

160,459
Martin Marietta Materials

83,976

35,450

Total Short-Term Investments
(Cost $188,399)

35,450
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$ Value
(Cost and value in $000s)

Total Investments in Securities
100.1% of Net Assets (Cost $5,352,990)

$

7,980,100

‡ Shares are denominated in U.S. dollars unless otherwise noted.
Non-income producing
Security cannot be offered for public resale without first being registered under the Securities Act of 1933 and related rules
("restricted security"). Acquisition date represents the day on which an enforceable right to acquire such security is
obtained and is presented along with related cost in the security description. The fund has registration rights for certain
restricted securities. Any costs related to such registration are borne by the issuer. The aggregate value of restricted
securities (excluding 144A holdings) at period-end amounts to $51,300 and represents 0.6% of net assets.
(3) Level 3 in fair value hierarchy. See Note 2.
(4) Seven-day yield
(5) Affiliated Companies
ADR American Depositary Receipts
(1)
(2)
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Affiliated Companies
($000s)

The fund may invest in certain securities that are considered affiliated companies. As defined by the 1940 Act, an affiliated company is one in
which the fund owns 5% or more of the outstanding voting securities, or a company that is under common ownership or control. The following
securities were considered affiliated companies for all or some portion of the six months ended June 30, 2019. Net realized gain (loss),
investment income, change in net unrealized gain/loss, and purchase and sales cost reflect all activity for the period then ended.

Net Realized Gain
(Loss)

Affiliate
T. Rowe Price Short-Term Fund
T. Rowe Price Treasury Reserve Fund
Totals

$
$

Supplementary Investment Schedule

Affiliate
T. Rowe Price Short-Term Fund
T. Rowe Price Treasury Reserve Fund

#
++
+
¤
^

$

—
—
—#

Change in Net
Unrealized
Gain/Loss
$
$

Value
12/31/18

Purchase
Cost

—
108,543

¤
¤

Capital gain distributions from mutual funds represented $0 of the net realized gain (loss).
Excludes earnings on securities lending collateral, which are subject to rebates and fees as described in Note 3.
Investment income comprised $1,873 of dividend income and $0 of interest income.
Purchase and sale information not shown for cash management funds.
The cost basis of investments in affiliated companies was $188,399.

The accompanying notes are an integral part of these financial statements.
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Sales
Cost
¤$
¤
$

Investment
Income
$
$

—++
1,873
1,873+

Value
6/30/19
—
188,399
188,399^

T. ROWE PRICE Institutional Mid-Cap Equity Growth Fund
June 30, 2019 (Unaudited)

STATEMENT OF ASSETS AND LIABILITIES
($000s, except shares and per share amounts)

Assets

Investments in securities, at value (cost $5,352,990)

$

Receivable for investment securities sold

7,980,100
10,805

Receivable for shares sold

3,932

Dividends receivable

3,245

Foreign currency (cost $33)

34

Other assets

53

Total assets

7,998,169

Liabilities

Payable for investment securities purchased

15,423

Payable for shares redeemed

6,999

Investment management fees payable

3,827

Due to affiliates

8

Payable to directors

6

Other liabilities

412

Total liabilities

26,675

NET ASSETS

$

7,971,494

$

2,905,632

Net Assets Consist of:
Total distributable earnings (loss)
Paid-in capital applicable to 131,632,532 shares of $0.0001 par value capital stock
outstanding; 2,000,000,000 shares of the Corporation authorized

5,065,862

NET ASSETS

$

NET ASSET VALUE PER SHARE

$

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF OPERATIONS
($000s)

6 Months
Ended
6/30/19

Investment Income (Loss)

Income
Dividend
Securities lending
Other
Total income

$

Expenses
Investment management
Shareholder servicing
Prospectus and shareholder reports
Custody and accounting
Registration
Legal and audit
Directors
Miscellaneous
Total expenses
Net investment income

33,917
151
1
34,069
22,129
9
54
153
79
17
12
24
22,477
11,592

Realized and Unrealized Gain / Loss

Net realized gain (loss)
Securities
Foreign currency transactions
Net realized gain

250,203
1
250,204

Change in net unrealized gain / loss
Securities
Other assets and liabilities denominated in foreign currencies
Change in net unrealized gain / loss
Net realized and unrealized gain / loss

1,372,053
1
1,372,054
1,622,258

INCREASE IN NET ASSETS FROM OPERATIONS

$

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF CHANGES IN NET ASSETS
($000s)

6 Months
Ended
6/30/19

Increase (Decrease) in Net Assets

Operations
Net investment income
Net realized gain
Change in net unrealized gain / loss
Increase (decrease) in net assets from operations

$

Distributions to shareholders
Net earnings
Capital share transactions*
Shares sold
Distributions reinvested
Shares redeemed
Increase (decrease) in net assets from capital share transactions

11,592
250,204
1,372,054
1,633,850

Year
Ended
12/31/18 (1)

$

16,962
698,238
(839,333)
(124,133)

–

(602,681)

304,695
–
(433,321)
(128,626)

1,276,995
596,475
(1,347,240)
526,230

1,505,224
6,466,270
7,971,494

(200,584)
6,666,854
6,466,270

Net Assets

Increase (decrease) during period
Beginning of period
End of period

$

*Share information
Shares sold
Distributions reinvested
Shares redeemed
Increase (decrease) in shares outstanding

(1)

5,502
–
(7,763)
(2,261)

$

22,660
12,213
(23,357)
11,516

Pursuant to the SEC's Disclosure Update and Simplification rule, certain prior year amounts have been reclassified to conform to current year
presentation.

The accompanying notes are an integral part of these financial statements.
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NOTES TO FINANCIAL STATEMENTS

T. Rowe Price Institutional Equity Funds, Inc. (the corporation) is registered under the Investment Company Act of 1940 (the 1940 Act).
The Institutional Mid-Cap Equity Growth Fund (the fund) is a diversified, open-end management investment company established
by the corporation. The fund seeks to provide long-term capital appreciation by investing in mid-cap stocks with potential for
above-average earnings growth.

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES
Basis of Preparation The fund is an investment company and follows accounting and reporting guidance in the Financial Accounting
Standards Board (FASB) Accounting Standards Codification Topic 946 (ASC 946). The accompanying financial statements were prepared
in accordance with accounting principles generally accepted in the United States of America (GAAP), including, but not limited to,
ASC 946. GAAP requires the use of estimates made by management. Management believes that estimates and valuations are appropriate;
however, actual results may differ from those estimates, and the valuations reflected in the accompanying financial statements may differ
from the value ultimately realized upon sale or maturity. Certain prior year amounts in the accompanying financial statements and
financial highlights have been restated to conform to current year presentation.
Investment Transactions, Investment Income, and Distributions Investment transactions are accounted for on the trade date
basis. Income and expenses are recorded on the accrual basis. Realized gains and losses are reported on the identified cost basis.
Income tax-related interest and penalties, if incurred, are recorded as income tax expense. Dividends received from mutual fund
investments are reflected as dividend income; capital gain distributions are reflected as realized gain/loss. Dividend income and capital
gain distributions are recorded on the ex-dividend date. Distributions to shareholders are recorded on the ex-dividend date. Income
distributions, if any, are declared and paid annually. A capital gain distribution may also be declared and paid by the fund annually.
Currency Translation Assets, including investments, and liabilities denominated in foreign currencies are translated into U.S. dollar
values each day at the prevailing exchange rate, using the mean of the bid and asked prices of such currencies against U.S. dollars
as quoted by a major bank. Purchases and sales of securities, income, and expenses are translated into U.S. dollars at the prevailing
exchange rate on the respective date of such transaction. The effect of changes in foreign currency exchange rates on realized and
unrealized security gains and losses is not bifurcated from the portion attributable to changes in market prices.
New Accounting Guidance In March 2017, the FASB issued amended guidance to shorten the amortization period for certain callable
debt securities held at a premium. The guidance is effective for fiscal years and interim periods beginning after December 15, 2018.
Adoption will have no effect on the fund’s net assets or results of operations.
Indemnification In the normal course of business, the fund may provide indemnification in connection with its officers and directors,
service providers, and/or private company investments. The fund’s maximum exposure under these arrangements is unknown; however,
the risk of material loss is currently considered to be remote.

NOTE 2 - VALUATION
The fund’s financial instruments are valued and its net asset value (NAV) per share is computed at the close of the New York Stock
Exchange (NYSE), normally 4 p.m. ET, each day the NYSE is open for business. However, the NAV per share may be calculated at a time
other than the normal close of the NYSE if trading on the NYSE is restricted, if the NYSE closes earlier, or as may be permitted by the SEC.
Fair Value The fund’s financial instruments are reported at fair value, which GAAP defines as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. The T. Rowe
Price Valuation Committee (the Valuation Committee) is an internal committee that has been delegated certain responsibilities by the
fund’s Board of Directors (the Board) to ensure that financial instruments are appropriately priced at fair value in accordance with
GAAP and the 1940 Act. Subject to oversight by the Board, the Valuation Committee develops and oversees pricing-related policies and
procedures and approves all fair value determinations. Specifically, the Valuation Committee establishes procedures to value securities;
determines pricing techniques, sources, and persons eligible to effect fair value pricing actions; oversees the selection, services, and
performance of pricing vendors; oversees valuation-related business continuity practices; and provides guidance on internal controls and
valuation-related matters. The Valuation Committee reports to the Board and has representation from legal, portfolio management and
trading, operations, risk management, and the fund’s treasurer.
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Various valuation techniques and inputs are used to determine the fair value of financial instruments. GAAP establishes the following
fair value hierarchy that categorizes the inputs used to measure fair value:
Level 1 – q
 uoted prices (unadjusted) in active markets for identical financial instruments that the fund can access at the reporting date
Level 2 – inputs other than Level 1 quoted prices that are observable, either directly or indirectly (including, but not limited to, quoted
prices for similar financial instruments in active markets, quoted prices for identical or similar financial instruments in
inactive markets, interest rates and yield curves, implied volatilities, and credit spreads)
Level 3 – u
 nobservable inputs
Observable inputs are developed using market data, such as publicly available information about actual events or transactions, and
reflect the assumptions that market participants would use to price the financial instrument. Unobservable inputs are those for which
market data are not available and are developed using the best information available about the assumptions that market participants
would use to price the financial instrument. GAAP requires valuation techniques to maximize the use of relevant observable inputs and
minimize the use of unobservable inputs. When multiple inputs are used to derive fair value, the financial instrument is assigned to the
level within the fair value hierarchy based on the lowest-level input that is significant to the fair value of the financial instrument. Input
levels are not necessarily an indication of the risk or liquidity associated with financial instruments at that level but rather the degree of
judgment used in determining those values.
Valuation Techniques Equity securities listed or regularly traded on a securities exchange or in the over-the-counter (OTC) market are
valued at the last quoted sale price or, for certain markets, the official closing price at the time the valuations are made. OTC Bulletin
Board securities are valued at the mean of the closing bid and asked prices. A security that is listed or traded on more than one exchange
is valued at the quotation on the exchange determined to be the primary market for such security. Listed securities not traded on a
particular day are valued at the mean of the closing bid and asked prices. Actively traded equity securities listed on a domestic exchange
generally are categorized in Level 1 of the fair value hierarchy. OTC Bulletin Board securities, certain preferred securities, and equity
securities traded in inactive markets generally are categorized in Level 2 of the fair value hierarchy.
Investments in mutual funds are valued at the mutual fund’s closing NAV per share on the day of valuation and are categorized in
Level 1 of the fair value hierarchy. Assets and liabilities other than financial instruments, including short-term receivables and payables,
are carried at cost, or estimated realizable value, if less, which approximates fair value.
Thinly traded financial instruments and those for which the above valuation procedures are inappropriate or are deemed not to
reflect fair value are stated at fair value as determined in good faith by the Valuation Committee. The objective of any fair value
pricing determination is to arrive at a price that could reasonably be expected from a current sale. Financial instruments fair valued
by the Valuation Committee are primarily private placements, restricted securities, warrants, rights, and other securities that are not
publicly traded.
Subject to oversight by the Board, the Valuation Committee regularly makes good faith judgments to establish and adjust the fair
valuations of certain securities as events occur and circumstances warrant. For instance, in determining the fair value of an equity
investment with limited market activity, such as a private placement or a thinly traded public company stock, the Valuation Committee
considers a variety of factors, which may include, but are not limited to, the issuer’s business prospects, its financial standing and
performance, recent investment transactions in the issuer, new rounds of financing, negotiated transactions of significant size between
other investors in the company, relevant market valuations of peer companies, strategic events affecting the company, market liquidity
for the issuer, and general economic conditions and events. In consultation with the investment and pricing teams, the Valuation
Committee will determine an appropriate valuation technique based on available information, which may include both observable
and unobservable inputs. The Valuation Committee typically will afford greatest weight to actual prices in arm’s length transactions,
to the extent they represent orderly transactions between market participants, transaction information can be reliably obtained, and
prices are deemed representative of fair value. However, the Valuation Committee may also consider other valuation methods such as
market-based valuation multiples; a discount or premium from market value of a similar, freely traded security of the same issuer; or
some combination. Fair value determinations are reviewed on a regular basis and updated as information becomes available, including
actual purchase and sale transactions of the issue. Because any fair value determination involves a significant amount of judgment,
there is a degree of subjectivity inherent in such pricing decisions, and fair value prices determined by the Valuation Committee could
differ from those of other market participants. Depending on the relative significance of unobservable inputs, including the valuation
technique(s) used, fair valued securities may be categorized in Level 2 or 3 of the fair value hierarchy.
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Valuation Inputs The following table summarizes the fund’s financial instruments, based on the inputs used to determine their fair
values on June 30, 2019 (for further detail by category, please refer to the accompanying Portfolio of Investments):
Level 1

($000s)

Level 2

Level 3

Total Value

Assets
Common Stocks

$

7,740,401

Convertible Preferred Stocks
Short-Term Investments
Total

$

$

—

$

14,958

$

7,755,359

—

—

36,342

36,342

188,399

—

—

188,399

7,928,800

$

—

$

51,300

$

7,980,100

Following is a reconciliation of the fund’s Level 3 holdings for the six months ended June 30, 2019. Gain (loss) reflects both realized
and change in unrealized gain/loss on Level 3 holdings during the period, if any, and is included on the accompanying Statement
of Operations. The change in unrealized gain/loss on Level 3 instruments held at June 30, 2019, totaled $(4,236,000) for the
six months ended June 30, 2019. During the six months, transfers out of Level 3 include the impact of securities acquired through a
corporate action.
Beginning
Balance
1/1/19

($000s)

Gain (Loss)
During
Period

Total
Purchases

Ending
Balance
6/30/19

Transfers
Out of
Level 3

Total Sales

Investment in Securities
Common Stocks

$

Convertible Preferred Stocks
Total

17,678

$

43,252
$

60,930

220

$

(2,321)
$

(2,101)

—

$

328
$

328

(2,940)

$

—
$

(2,940)

—

$

(4,917)
$

(4,917)

14,958
36,342

$

51,300

NOTE 3 - OTHER INVESTMENT TRANSACTIONS
Consistent with its investment objective, the fund engages in the following practices to manage exposure to certain risks and/or to
enhance performance. The investment objective, policies, program, and risk factors of the fund are described more fully in the fund’s
prospectus and Statement of Additional Information.
Restricted Securities The fund may invest in securities that are subject to legal or contractual restrictions on resale. Prompt sale of such
securities at an acceptable price may be difficult and may involve substantial delays and additional costs.
Securities Lending The fund may lend its securities to approved borrowers to earn additional income. Its securities lending activities are
administered by a lending agent in accordance with a securities lending agreement. Security loans generally do not have stated maturity
dates, and the fund may recall a security at any time. The fund receives collateral in the form of cash or U.S. government securities.
Collateral is maintained over the life of the loan in an amount not less than the value of loaned securities; any additional collateral required
due to changes in security values is delivered to the fund the next business day. Cash collateral is invested in accordance with investment
guidelines approved by fund management. Additionally, the lending agent indemnifies the fund against losses resulting from borrower
default. Although risk is mitigated by the collateral and indemnification, the fund could experience a delay in recovering its securities
and a possible loss of income or value if the borrower fails to return the securities, collateral investments decline in value, and the lending
agent fails to perform. Securities lending revenue consists of earnings on invested collateral and borrowing fees, net of any rebates to the
borrower, compensation to the lending agent, and other administrative costs. In accordance with GAAP, investments made with cash
collateral are reflected in the accompanying financial statements, but collateral received in the form of securities is not. At June 30, 2019,
there were no securities on loan.
Other Purchases and sales of portfolio securities other than short-term securities aggregated $1,017,926,000 and $1,170,366,000,
respectively, for the six months ended June 30, 2019.

20

T. ROWE PRICE Institutional Mid-Cap Equity Growth Fund

NOTE 4 - FEDERAL INCOME TAXES
No provision for federal income taxes is required since the fund intends to continue to qualify as a regulated investment company under
Subchapter M of the Internal Revenue Code and distribute to shareholders all of its taxable income and gains. Distributions determined
in accordance with federal income tax regulations may differ in amount or character from net investment income and realized gains for
financial reporting purposes. Financial reporting records are adjusted for permanent book/tax differences to reflect tax character but are
not adjusted for temporary differences. The amount and character of tax-basis distributions and composition of net assets are finalized
at fiscal year-end; accordingly, tax-basis balances have not been determined as of the date of this report.
At June 30, 2019, the cost of investments for federal income tax purposes was $5,374,793,000. Net unrealized gain aggregated
$2,605,308,000 at period-end, of which $2,832,070,000 related to appreciated investments and $226,762,000 related to
depreciated investments.

NOTE 5 - RELATED PARTY TRANSACTIONS
The fund is managed by T. Rowe Price Associates, Inc. (Price Associates), a wholly owned subsidiary of T. Rowe Price Group, Inc. (Price
Group). The investment management agreement between the fund and Price Associates provides for an annual investment management
fee equal to 0.60% of the fund’s average daily net assets. The fee is computed daily and paid monthly.
In addition, the fund has entered into service agreements with Price Associates and a wholly owned subsidiary of Price Associates, each
an affiliate of the fund (collectively, Price). Price Associates provides certain accounting and administrative services to the fund. T. Rowe
Price Services, Inc. provides shareholder and administrative services in its capacity as the fund’s transfer and dividend-disbursing agent.
For the six months ended June 30, 2019, expenses incurred pursuant to these service agreements were $34,000 for Price Associates and
$8,000 for T. Rowe Price Services, Inc. All amounts due to and due from Price, exclusive of investment management fees payable, are
presented net on the accompanying Statement of Assets and Liabilities.
The fund may invest its cash reserves in certain open-end management investment companies managed by Price Associates and
considered affiliates of the fund: the T. Rowe Price Government Reserve Fund or the T. Rowe Price Treasury Reserve Fund, organized
as money market funds, or the T. Rowe Price Short-Term Fund, a short-term bond fund (collectively, the Price Reserve Funds). The
Price Reserve Funds are offered as short-term investment options to mutual funds, trusts, and other accounts managed by Price
Associates or its affiliates and are not available for direct purchase by members of the public. Cash collateral from securities lending is
invested in the T. Rowe Price Short-Term Fund. The Price Reserve Funds pay no investment management fees.
The fund may participate in securities purchase and sale transactions with other funds or accounts advised by Price Associates (cross
trades), in accordance with procedures adopted by the fund’s Board and Securities and Exchange Commission rules, which require,
among other things, that such purchase and sale cross trades be effected at the independent current market price of the security.
During the six months ended June 30, 2019, the fund had no purchases or sales cross trades with other funds or accounts advised by
Price Associates.
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INFORMATION ON PROXY VOTING POLICIES, PROCEDURES, AND RECORDS
A description of the policies and procedures used by T. Rowe Price funds and portfolios to determine how to vote proxies relating to portfolio
securities is available in each fund’s Statement of Additional Information. You may request this document by calling 1-800-225-5132 or by
accessing the SEC’s website, sec.gov.
The description of our proxy voting policies and procedures is also available on our corporate website. To access it, please visit the
following Web page:
https://www3.troweprice.com/usis/corporate/en/utility/policies.html
Scroll down to the section near the bottom of the page that says, “Proxy Voting Policies.” Click on the Proxy Voting Policies link in the
shaded box.
Each fund’s most recent annual proxy voting record is available on our website and through the SEC’s website. To access it through
T. Rowe Price, visit the website location shown above, and scroll down to the section near the bottom of the page that says, “Proxy Voting
Records.” Click on the Proxy Voting Records link in the shaded box.

HOW TO OBTAIN QUARTERLY PORTFOLIO HOLDINGS
Effective for reporting periods on or after March 1, 2019, a fund, except a money market fund, files a complete schedule of portfolio holdings
with the Securities and Exchange Commission (SEC) for the first and third quarters of each fiscal year as an exhibit to its reports on Form
N-PORT. Prior to March 1, 2019, a fund, including a money market fund, filed a complete schedule of portfolio holdings with the SEC for
the first and third quarters of each fiscal year on Form N-Q. A money market fund files detailed month-end portfolio holdings information on
Form N-MFP with the SEC each month and posts a complete schedule of portfolio holdings on its website (troweprice.com) as of each
month-end for the previous six months. A fund’s Forms N-PORT, N-MFP and N-Q are available electronically on the SEC’s website (sec.gov).
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APPROVAL OF INVESTMENT MANAGEMENT AGREEMENT
Each year, the fund’s Board of Directors (Board) considers the continuation of the investment management agreement (Advisory Contract)
between the fund and its investment advisor, T. Rowe Price Associates, Inc. (Advisor), on behalf of the fund. In that regard, at an in-person
meeting held on March 11–12, 2019 (Meeting), the Board, including a majority of the fund’s independent directors, approved the
continuation of the fund’s Advisory Contract. At the Meeting, the Board considered the factors and reached the conclusions described
below relating to the selection of the Advisor and the approval of the Advisory Contract. The independent directors were assisted in their
evaluation of the Advisory Contract by independent legal counsel from whom they received separate legal advice and with whom they
met separately.
In providing information to the Board, the Advisor was guided by a detailed set of requests for information submitted by independent legal
counsel on behalf of the independent directors. In considering and approving the Advisory Contract, the Board considered the information it
believed was relevant, including, but not limited to, the information discussed below. The Board considered not only the specific information
presented in connection with the Meeting, but also the knowledge gained over time through interaction with the Advisor about various
topics. The Board meets regularly and, at each of its meetings, covers an extensive agenda of topics and materials and considers factors
that are relevant to its annual consideration of the renewal of the T. Rowe Price funds’ advisory contracts, including performance and the
services and support provided to the funds and their shareholders.
Services Provided by the Advisor
The Board considered the nature, quality, and extent of the services provided to the fund by the Advisor. These services included, but
were not limited to, directing the fund’s investments in accordance with its investment program and the overall management of the fund’s
portfolio, as well as a variety of related activities such as financial, investment operations, and administrative services; compliance;
maintaining the fund’s records and registrations; and shareholder communications. The Board also reviewed the background and
experience of the Advisor’s senior management team and investment personnel involved in the management of the fund, as well as the
Advisor’s compliance record. The Board concluded that it was satisfied with the nature, quality, and extent of the services provided by
the Advisor.
Investment Performance of the Fund
The Board took into account discussions with the Advisor and reports that it receives throughout the year relating to fund performance. In
connection with the Meeting, the Board reviewed the fund’s net annualized total returns for the 1-, 2-, 3-, 4-, 5-, and 10-year periods as of
September 30, 2018, and compared these returns with the performance of a peer group of funds with similar investment programs and a
wide variety of other previously agreed-upon comparable performance measures and market data, including those supplied by Broadridge,
which is an independent provider of mutual fund data.
On the basis of this evaluation and the Board’s ongoing review of investment results, and factoring in the relative market conditions during
certain of the performance periods, the Board concluded that the fund’s performance was satisfactory.
Costs, Benefits, Profits, and Economies of Scale
The Board reviewed detailed information regarding the revenues received by the Advisor under the Advisory Contract and other benefits
that the Advisor (and its affiliates) may have realized from its relationship with the fund, including any research received under “soft dollar”
agreements and commission-sharing arrangements with broker-dealers. The Board considered that the Advisor may receive some benefit
from soft-dollar arrangements pursuant to which research is received from broker-dealers that execute the fund’s portfolio transactions. The
Board received information on the estimated costs incurred and profits realized by the Advisor from managing the T. Rowe Price funds. The
Board also reviewed estimates of the profits realized from managing the fund in particular, and the Board concluded that the Advisor’s
profits were reasonable in light of the services provided to the fund.
The Board also considered whether the fund benefits under the fee levels set forth in the Advisory Contract from any economies of scale
realized by the Advisor. Under the Advisory Contract, the fund pays a fee to the Advisor for investment management services based on the
fund’s average daily net assets and the fund pays its own expenses of operations. Assets of the fund are included in the calculation of the
group fee rate, which serves as a component of the management fee for many other T. Rowe Price funds and declines at certain asset
levels based on the combined average net assets of most of the T. Rowe Price funds (including the fund). Although the fund does not have
a group fee component to its management fee, its assets are included in the calculation because the primary investment resources utilized
to manage the fund are shared with other actively managed funds. The fund’s shareholders also benefit from potential economies of scale
through a decline in certain operating expenses as the fund grows in size. The Board concluded that the advisory fee structure for the fund
provided for a reasonable sharing of benefits from any economies of scale and that the advisory fee structure continued to be appropriate.
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APPROVAL OF INVESTMENT MANAGEMENT AGREEMENT (CONTINUED)
Fees and Expenses
The Board was provided with information regarding industry trends in management fees and expenses. Among other things, the Board
reviewed data for peer groups that were compiled by Broadridge, which compared: (i) contractual management fees, total expenses, actual
management fees, and nonmanagement expenses of the fund with a group of competitor funds selected by Broadridge (Expense Group)
and (ii) total expenses, actual management fees, and nonmanagement expenses of the fund with a broader set of funds within the Lipper
investment classification (Expense Universe). The Board considered the fund’s contractual management fee rate, actual management fee
rate (which reflects the management fees actually received from the fund by the Advisor after any applicable waivers, reductions, or
reimbursements), operating expenses, and total expenses (which reflect the net total expense ratio of the fund after any waivers, reductions,
or reimbursements) in comparison with the information for the Broadridge peer groups. Broadridge generally constructed the peer groups
by seeking the most comparable funds based on similar investment classifications and objectives, expense structure, asset size, and
operating components and attributes and ranked funds into quintiles, with the first quintile representing the funds with the lowest relative
expenses and the fifth quintile representing the funds with the highest relative expenses. The information provided to the Board indicated
that the fund’s contractual management fee ranked in the first quintile (Expense Group), the fund’s actual management fee rate ranked in
the first quintile (Expense Group and Expense Universe), and the fund’s total expenses ranked in the first quintile (Expense Group and
Expense Universe).
The Board also reviewed the fee schedules for institutional accounts and private accounts with similar mandates that are advised or
subadvised by the Advisor and its affiliates. Management provided the Board with information about the Advisor’s responsibilities and
services provided to subadvisory and other institutional account clients, including information about how the requirements and economics
of the institutional business are fundamentally different from those of the mutual fund business. The Board considered information showing
that the Advisor’s mutual fund business is generally more complex from a business and compliance perspective than its institutional
account business and considered various relevant factors, such as the broader scope of operations and oversight, more extensive
shareholder communication infrastructure, greater asset flows, heightened business risks, and differences in applicable laws and regulations
associated with the Advisor’s proprietary mutual fund business. In assessing the reasonableness of the fund’s management fee rate, the
Board considered the differences in the nature of the services required for the Advisor to manage its mutual fund business versus managing
a discrete pool of assets as a subadvisor to another institution’s mutual fund or for an institutional account and that the Advisor generally
performs significant additional services and assumes greater risk in managing the fund and other T. Rowe Price funds than it does for
institutional account clients.
On the basis of the information provided and the factors considered, the Board concluded that the fees paid by the fund under the Advisory
Contract are reasonable.
Approval of the Advisory Contract
As noted, the Board approved the continuation of the Advisory Contract. No single factor was considered in isolation or to be determinative
to the decision. Rather, the Board concluded, in light of a weighting and balancing of all factors considered, that it was in the best interests
of the fund and its shareholders for the Board to approve the continuation of the Advisory Contract (including the fees to be charged for
services thereunder).

24

This page intentionally left blank.

100 East Pratt Street
Baltimore, MD 21202

Call 1-800-225-5132 to request a prospectus or summary prospectus; each includes investment objectives, risks, fees, expenses, and other
information that you should read and consider carefully before investing.
201908-884898

T. Rowe Price Investment Services, Inc.

E116-051

8/19

