
Multi-Cap Value Commentary
Second Quarter 2021

Periods greater than 1 year are annualized
1DCM inception was June 30, 2008

Performance Summary

The DCM Multi-Cap Value composite gross total return was 3.50% in the second quarter of 2021, compared with the 
Russell 3000 Value Index return of 5.16%.

Broad market factors were a headwind in the second quarter with momentum, trade activity, and leverage factors all 
performing well while the portfolio is less exposed to these factors. Dividend yield and profitability were positive factors 
with the portfolio overweight such stocks. However, yield and profitability were not enough to compensate for the other 
factors. 

Sector Drivers

 GICS Sectors
Average Weight Stock Level Returns Portfolio Impact

 Port  Bench  Active Port Bench Contribution Attribution

Industrials 15.3% 13.9% 1.3% 4.2% 2.7% 79 bps 27 bps
Materials 4.4% 5.0% -0.6% 8.1% 4.9% 34 bps 14 bps
Real Estate 3.8% 4.8% -1.0% 16.0% 10.6% 56 bps 14 bps
Consumer Staples 6.4% 6.8% -0.4% 2.9% 3.2% 18 bps -1 bps
Consumer Discretionary 7.2% 8.1% -0.9% 3.9% 5.1% 31 bps -8 bps
Utilities 5.4% 4.9% 0.5% -2.6% -0.5% -14 bps -14 bps
Financials 21.2% 21.6% -0.4% 5.6% 6.9% 113 bps -31 bps
Information Technology 11.1% 9.0% 2.1% -1.7% 1.2% -12 bps -32 bps
Energy 4.2% 5.2% -1.0% 5.0% 12.3% 14 bps -40 bps
Communication Services 4.6% 8.6% -4.0% -3.7% 4.8% -17 bps -40 bps

Health Care 13.9% 12.4% 1.5% 3.5% 6.6% 50 bps -42 bps
(see disclosures)

The best sector for Multi in the second quarter was Industrials. Allocation was slightly negative as the portfolio was 
overweight the underperforming sector, though strong stock selection was more than enough to offset the allocation 
impact. Wesco International Inc. (WCC), which is discussed in more detail below, was the primary contributor to the 
outperformance with its 18.8% return in the quarter.  

The second best sector for the portfolio was Materials. Allocation was neutral as the portfolio is underweight the 
underperforming sector. However, stock selection carried the sector for the portfolio as Nutrien Ltd (NTR), a producer 
of crop inputs, beat the Materials sector’s return of 4.9%, as yield hungry investors found NTR’s 3.4% yield attractive, 
especially amidst bottoming potash prices and increases in planted acres in corn and soy, both long-term tailwinds for the 
company. 

The worst sector for Multi this quarter was Health Care. Allocation was neutral while selection was negative as the 
portfolio’s holdings did not keep up with the Health Care Sector’s 6.6% return. A couple lagging holdings were EHC and 
MCK, down -4.4% and -1.7 %, respectively. While Encompass Health (EHC) reported better than expected earnings and 
raised guidance, the market’s attention remains on the release of second quarter results at the end of July, a release in 
which management is expected to update the market on its strategic review of its Home Health segment. Meanwhile, 
weakness at Mckesson Corp. (MCK) was related to the announcement of its exit of certain European businesses along 
with a strategic review for the remaining European business and a reinvigorated focus on future growth strategies and 
investment outside of Europe. 

Periods Ended 6/30/21 (%) QTR YTD 1 Yr 3 Yr 5 Yr 10 Yr S. I.1

DCM Multi-Cap Value (gross) 3.50 12.66 35.33 10.33 11.46 11.29 10.48

DCM Multi-Cap Value (net) 3.35 12.33 34.54 9.68 10.77 10.49 9.65

Russell 3000 Value 5.16 17.67 45.40 12.23 11.99 11.54 9.43

Performance Comparison1



Multi-Cap Value Commentary
Second Quarter 2021

The second worst sector in the second quarter was Communication Services. This negative performance was entirely 
driven by stock selection. The Walt Disney Co. (DIS) underperformed with the stock down -4.7% as its streaming service 
subscribers count fell below Wall Street consensus expectations. Disney’s theme parks re-opening, which was a major 
concern of the markets and a drag on margins during the pandemic, was not enough to alleviate the subscriber miss. 
However, with a steady pipeline of high-quality content, the platform should continue its upward trajectory. Verizon 
Communications Inc. (VZ) was also weak, down -2.6%, as the company announced plans to divest its media assets to 
focus on the core business. This announcement was met with trepidation by the markets as it will do little to deleverage the 
balance sheet, which has almost grown to rival the total debt of AT&T, which itself is in the midst of a massive deleverage. 
Moody’s maintains a stable outlook for VZ, and with the acquisition of TracFone expected to close in the second half of 
2021, which will provide 21 million subscribers to its value segment, we believe the deleveraging process will begin sooner 
than expected.

Top 10 Contributors/Detractors

  Top 10 Contributors Average % Weight Contribution 
1 BLACKROCK INC  3.51 54 bps

2 WESCO INTERNATIONAL INC  1.98 51 bps

3 PUBLIC STORAGE  2.18 45 bps

4 ADV ENERGY INDUSTRIES  0.84 32 bps

5 NUTRIEN LTD  2.11 26 bps

6 CVS HEALTH CORP  2.01 22 bps

7 MICROSOFT CORP  1.43 21 bps

8 BERKSHIRE HATHAWAY B  2.39 20 bps

9 THE HERSHEY CO  1.95 20 bps

10 PNC FINANCIAL SERVICES  2.00 18 bps

  Top 10 Detractors Average % Weight Contribution
1 COGNIZANT TECHNOLOGY SOLUTIONS A  1.86 -21 bps

2 INTEL CORP  1.61 -21 bps

3 FISERV INC  1.81 -19 bps

4 KENNAMETAL INC  1.44 -14 bps

5 NORTHWESTERN CORP  1.86 -13 bps

6 REGAL BELOIT CORP  2.62 -11 bps

7 WALT DISNEY CO  2.37 -11 bps

8 VISHAY INTERTECHNOLOGY  1.73 -10 bps

9 CAPITOL FEDERAL SAVINGS BANK  1.16 -9 bps

10 TRUIST FINANCIAL  1.83 -7 bps

Selected Contributor(s) to Performance

The highest contributing security in the second quarter was BlackRock Inc. (BLK). BlackRock is the world’s largest asset 
manager offering advice-driven asset management, active investing strategies and passive ETFs. The stock was up 16.6% 
in the second quarter as the market continued its blistering pace since the COVID nadir, achieving further all-time highs, 
and the company continued to boast record net inflows leading to consensus beats. With record long-term inflows came 
record management fee growth, proving that BLK’s active management model has staying power in a world shifting 
to passive and/or no commission trading alternatives. Furthermore, the groundwork laid for iShares and sustainable 
investment initiatives discussed over the last year have proved prescient as 18% of long-term flows were into sustainable 
products with over half of sustainable products invested in iShares. The portfolio continues to hold BLK.
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The second highest contributing holding in the quarter was Wesco International Inc (WCC). Wesco is a North American 
distributor of electrical and industrial products and a provider of advanced supply chain management and logistics services 
to a variety of end markets. The stock was up 18.8% in the second quarter as the company raised full-year guidance on top 
of a consensus beat in the first quarter. WCC continues to execute its integration of Anixter with positive sentiment forming 
around increased cross-selling ability. Management also pulled forward synergy realization, which is one of the keys to 
deleveraging for the company, a concern post-acquisition. The portfolio continues to hold WCC.

Selected Detractor(s) from Performance

The lowest contributing security this quarter was Cognizant Technology Solutions (CTSH). CTSH is a professional 
services company offering digital services and solutions, consulting, application development, systems integration, 
and infrastructure services amongst other services. CTSH was down -11.0% in the second quarter. The company’s 
underperformance was due to lowered guidance as it pertains to operating margin, with the high end now coming in 50 bps 
below previous estimates. However, management also raised revenue guidance and maintained EPS guidance, as recent 
tuck-in acquisitions continue to expand the company’s digital penetration. With an overexposure to the US, as well as the 
financial and health care industries, CTSH is well positioned for a rebound in capital spending as the economy opens up 
and as regulations continue to force companies in the aforementioned industries to become more efficient and compliant. 
The portfolio maintains a position in CTSH.

The second lowest contributing security this quarter was Intel Corp. (INTC). INTC is the largest processor vendor globally 
with dominant share of the PC and server processor markets. INTC was down -11.8% in the second quarter. The shares 
underperformed despite a solid first quarter earnings report and the launch of its datacenter CPU, code named Ice Lake. 
The market remains concerned about competitive pressures from AMD, ARM adoption at Apple, and lower year over year 
modem sales. With shares trading at a 50% discount to peers in what management believes to be a trough quarter and 
an outlook buoyed by record PC demand, product innovation, and continued partnership with Microsoft and Amazon, the 
portfolio continues to hold INTC.

Current Positioning

The DCM Multi-Cap Value portfolio is overweight dividend yield, value, and growth factors relative to the benchmark 
Russell 3000 Value Index. The portfolio is underweight momentum, volatility, and trade activity factors. From a sector 
exposure perspective, the portfolio is overweight Information Technology and Industrials and underweight Communication 
Services and Health Care.

The U.S. economy remains strong with ongoing improvements in employment and manufacturing capacity utilization. 
Healthy economic indicators along with robust corporate profits have propelled equity markets to new all-time highs. 
However, there are some clouds on the horizon that may be under-appreciated. For example, while employment continues 
to improve, the unemployment rate remains stubbornly high at 5.9%, made even more troubling by the significant drop in 
labor force participation. Another troubling sign is the cooling of the housing market. Housing remains strong, but it is down 
considerably over the last few months from highs earlier in the year. Higher inflation, particularly in commodity products, 
means interest rates may move higher sooner and faster than expected both potentially acting as brakes on the economy. 
We certainly do not mean to be alarmist, and all considered the economy is strong; however, prudence may be justified 
by the dual factors of potential economic slowing and all-time market highs. Recent changes to the DCM Multi-Cap Value 
portfolio reflect these fears with movement from cyclical strength to more fundamental and dividend safety.
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ABOUT DEAN CAPITAL MANAGEMENT, LLC
Dean Capital Management, LLC (“DCM”) is an employee-owned registered investment 
advisor founded in March 2008. Located in Overland Park, Kansas, DCM is a long-only, 
fundamental U.S. Value equity manager. DCM manages portfolios across the 
capitalization spectrum for institutional clients, financial intermediaries and advisors. 

DCM is majority-owned by the founding principals, who also comprise the investment 
team.  Additionally, all investment professionals maintain
significant personal investments in DCM managed products, further aligning the 
investment team with our clients.

FOR MORE INFORMATION

Patrick J. Krumm
Founding Member/
Director of Institutional Sales

7400 W. 130th St., Suite 350
Overland Park, KS 66213

pkrumm@deancapmgmt.com
913-944-4452
www.deancapmgmt.com

Disclosures

Dean Capital Management, LLC (DCM) is an independent investment management firm owned by LLC members and 
entities affiliated with C.H. Dean, LLC. The firm manages a variety of equity and fixed income assets for institutional and 
individual investors. DCM claims compliance with the Global Investment Performance Standards (GIPS®). 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. Past performance does not guarantee future results.

The information provided in this report should not be considered a recommendation to purchase or sell any particular se-
curity. There is no assurance that any securities discussed herein will remain in an account at the time you receive this re-
port or that securities sold have not been repurchased.

The Multi-Cap Value style uses value oriented equities across the market capitalization spectrum of small, mid, and large 
stocks. This style is a fully invested equity style which ranges from 90%-100% equity, and the number of holdings typically 
ranges between 40 and 60. The remainder of the portfolios is typically invested in short term U.S. Treasury Bills or other 
cash equivalents.

Future performance based on prior results should not be assumed. The Russell 3000 Index measures the performance of 
the 3,000 largest U.S. companies based on total market capitalization, which represents approximately 98% of the invest-
able U.S. equity market. The Russell 3000 Value Index measures the performance of those Russell 3000 companies with 
lower price-to-book ratios and lower forecasted growth values. These stock indexes assume reinvestment of dividends and 
capital gains and assume no management, custody, transaction or other expenses. Russell statistics used in this presenta-
tion were obtained from Russell Investments (www.russell.com).

Performance represents all fully discretionary commission accounts for the respective strategy. A complete list and de-
scription of DCM’s composites and additional information regarding the calculation and reporting of returns is available 
upon request. To obtain a GIPS report and/or the firm’s list of composite descriptions please contact us at 1.913.944.4452.

The securities discussed do not represent an account’s entire portfolio and in the aggregate may represent only a small 
percentage of an account’s portfolio holdings. It should not be assumed that any of the securities’ transactions or holdings 
discussed were or will prove to be profitable, or that the investment recommendations or decisions we make in the future 
will be profitable or will equal the investment performance of the securities discussed herein. The contributors/detractors 
listed do not represent all securities purchased or sold for our clients. To obtain a list showing the contribution of each 
holding that contributed to overall performance during the period and the calculation methodology, please call 
1.913.944.4452. The detailed sector attribution table is specific to the policy portfolio for the strategy. Individual account 
results may vary.

Gross performance figures do not reflect payment of investment advisory fees, but do reflect deduction of brokerage com-
missions and trading expenses. Net of fee performance reflects the deduction of advisory fees, brokerage commissions, 
and trading and other expenses. Net results reflect the deduction of a model fee equivalent to the highest applicable advi-
sory fee 0.60%. The net compounded effect of the deduction of fees over time will be affected by the amount of the fee, 
the time period, and investment performance. Management fee schedules are available on Form ADV Part 2A.

Performance presents results with all dividend and interest income reinvested and are stated in U.S. Dollar terms. Leverage 
is not used in any portfolio in these composites. 

A performance examination has been performed on performance results from 7/1/08 through 12/31/20. A firm-wide verification 
was performed for the periods 1/1/93 through 12/31/20. Data subsequent to 3/31/21 represents preliminary performance 
results.


