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 Product Summary 

 

SUMMARY 

The US Equity Core strategy employs a disciplined investment process with the objective of identifying companies that are achieving 
strong earnings growth, which we believe will translate into stock appreciation. Peer analysis is a key determinate in buy and sell 
decisions. As such, companies that are growing faster and look cheaper than their peers will be the most likely buy candidates. The 
opposite is true for sell candidates. In general, we take a one-year time horizon in our investment thesis for each stock.  We believe 
that accurately forecasting industry growth rates can be important in the stock selection process. We maximize the chances of 
accurately forecasting industry growth rates by using a combination of proprietary and third party research.  
   
 
RISK LEVEL 
 
The US Equity Core strategy is classified as having moderately high risk. Based on historic index averages and an assumed ‘normal’ 
global economy, gross returns are expected to average 10-12% per annum.  However, returns can swing substantially from 
year-to-year. Volatility is primarily driven by market and economic dynamics. Return possibilities for the stock market and this 
strategy are extremely broad. One of the worst market returns in history occurred in 1931, when the Dow Jones Industrial Average fell 
over 50%. The Dow’s best return was recorded in 1915, when the index rose over 85%. Over long periods of time most equity 
markets have delivered positive returns 7 out of 10 years on average. 
 
 
 
 
 
 
 
 
 
 

Description Top 5 Holdings Sector Exposure

Name US Equity Core Weight Weight

Risk Level Moderately High Crocs, Inc. 22.6% Consumer Cyclicals 47.4%

Benchmark Index Russell 3000 Xcel Brands, Inc. 12.8% Energy 6.5%

Annual Expense Ratio 1.0% Tilly's, Inc. 12.0% Financials 8.5%

Load/Other Fees None JPMorgan Chase & Co. 8.5% Healthcare 10.3%

Average Annual Turnover1 69% Vistra Corp. 7.9% Industrials 7.1%

Average Number of Holdings 10 Total 63.8% Telecommunications 7.3%

Assets Under Management $7,480 Utilities 7.9%

Inception Date 1-Apr-10 Cash 5.1%

Report Date As Of: 31-Dec-20 Total 100.0%

Historical Returns (Gross)

2012 2013 2014 2015 2016 2017 2018 2019 2020

Composite 11.84% 54.72% 10.76% 1.38% 49.27% 28.67% -31.56% 24.23% -7.45%

Benchmark 16.26% 33.57% 12.55% 0.47% 12.76% 21.79% -5.25% 31.02% 20.89%

Comments

Note: Historical performance is not a guarantee of future results.

1. Turnover is a measurement of trading act ivity. It  is calculated by taking the lesser of buys and sells divided by the average market value of the model port folio (3yrs).

Historical returns are calculated from the product of monthly returns in the period. The composite represents returns of all port folios exclude fees but include trading costs.

Holdings and sector exposure represent the model port folio.
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INVESTMENT PROCESS 
 
Step 1: Idea Generation 
Idea generation involves the ranking of stocks traded on US stock exchanges. This universe includes stocks that have satisfied 
certain market criteria (i.e. market capitalization, liquidity, free float). We rank stocks on the basis of earnings, quality, and growth 
metrics. Some of the metrics include: Price to Cash, Price to Book, and Earnings Revisions. Rankings are calculated using a 
computer model in which stocks with the most attractive metrics are scored the highest. The data used in our models are obtained 
from third party data providers. Therefore, we are very meticulous in checking and comparing data across multiple sources. We look 
for data outliers that may require more extensive work including, but not limited to, detailed financial statement analysis. 
 
Another stage of the modeling process involves modeling industry growth rates. We aim to forecast growth in earnings at the industry 
level by identifying trends in new product demand, technology, politics, regulation, resources, demographics, etc on a global basis. 
We combine our qualitative assessment of industry trends to quantitative analysis like trailing growth rates and forecasts provided by 
third party research providers (i.e. Reuters, Bloomberg). The combination of these resources leaves us with a score for each industry 
in our investment universe. The scores are then attached to each stock in our investment universe as one of the many factors in our 
screening process. 
 
Step 2: Stock Selection 
The stock selection process primarily consists of culling our top-ranked stocks within sectors. Analysts research top-ranked stocks to 
determine if there any reason why we shouldn’t invest. We’ll examine financial statements to confirm quality of earnings, cash flow, 
and manageable debt levels. We identify competitive advantages, read news articles about the company, listen to company 
conference calls, become familiar with company websites, and might even survey random customers to gain insights or an ‘intangible 
connection’ with the company.  
 
Step 3: Portfolio Construction 
Once we become comfortable with our best ideas, we will equally weight them within sectors. Although we forecast industry growth 
rates, we want to be neutral at the sector level as a means of diversification and risk management. We are benchmark agnostic in 
terms of index weights. Diversifying at the sector level reduces monthly volatility of returns, and not allowing index weights to drive 
portfolio construction presents opportunities for returns that significantly exceed the benchmark index. We will typically establish our 
largest portfolio rebalance once per year, however, stock price action and/or major business changes will dictate smaller rebalances 
throughout the year. Economic or market dynamics will typically not drive significant trading activity because we don’t aim to time 
markets on a short-term basis. We also find it difficult to predict the future over long periods of time (i.e. 3-5 years). Consequently, a 
one-year time horizon serves as the ‘sweet spot’ for our overall investment process. 
  
 
MANAGEMENT/MONITORING OF SEPARATE CLIENT PORTFOLIOS 
  
The utilization of a model portfolio provides consistency in portfolio construction and management. In this framework, all client 
portfolios look like our model in terms of position weights. Differences are typically the result of any client guidelines and/or the timing 
and amount of cash flows. We will also ‘eyeball’ each client portfolio as a check to ensure the portfolio represents the strategy 
implemented.  
  
 
TRADING 
 
We aim to keep trading costs at a minimum by utilizing brokers who charge low commissions relative to industry standards. We would 
only pay higher commissions if there were additional services rendered by the broker besides trade execution that would be 
beneficial to clients. We also keep trading costs low via sound management of client cash flows. The timing and amount of client 
funds requires judgment on our part in balancing the speed of becoming fully invested with trading costs. For example, if a client 
opens an account with a relatively small cash deposit and there are 10 stocks in our model portfolio, initial trading commissions may 
draw a relatively high amount from the client’s funds. In essence, there would be an immediate hit to the client’s account value. 
Therefore, we may only purchase 5 of the highest ranked stocks in our model portfolio until more funds are added to the account to 
reduce trading costs. Whenever such optimization is necessary, we will still take proper risk control with regard to stock 
diversification. 
 
All client portfolios are traded simultaneously to ensure fairness of security prices achieved. This is done electronically with a 
model-based trading platform. Each trade requires one order through the broker’s platform, at which point, shares will be bought or 
sold for each client designated to the model’s respective product group. Shares will be traded and/or allocated on a pro-rata basis so 
that each client’s portfolio obtains the same percentage. For client portfolios in which optimization or some other customization is 
necessary, trading will be made subsequent to the model portfolio’s trades. If for some reason this directed-order service becomes 
unavailable by the broker, we will use same price limit orders when trading identical securities for separate accounts. 
 
 
 


