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Performance Summary
 
The DCM Mid Cap Value composite was down -8.71% (gross of fees) for the quarter ended June 30, 2022, compared with 
the Russell Midcap Value Index, down -14.68%.

Macro factors provided a significant tailwind to the portfolio this quarter. The Federal Reserve has begun the process of 
raising interest rates and reducing overall liquidity in the market. Current high inflation numbers indicate the current path of 
tightening will be required for the near future. With the prospects of a slowing economy and a rising cost of capital, stocks 
with higher risk characteristics such as high volatility, high financial leverage, and wide earnings variability underperformed 
in the quarter. The portfolio’s holdings being less volatile and having a higher return on capital and lower valuation than the 
benchmark positively contributed to performance.

Sector Drivers

 GICS Sectors
Average Weight Stock Level Returns Portfolio Impact

Port Bench Active Port Bench Contribution Attribution

Consumer Discretionary 10.5% 9.2% 1.3% -3.0% -16.5% -32 bps 140 bps
Industrials 15.7% 13.8% 1.9% -6.7% -14.9% -106 bps 127 bps
Information Technology 4.6% 9.0% -4.4% -4.1% -20.0% -18 bps 102 bps
Financials 17.0% 16.1% 0.9% -9.7% -15.5% -162 bps 100 bps
Consumer Staples 9.1% 4.9% 4.2% -2.7% -9.0% -22 bps 80 bps
Utilities 9.5% 8.1% 1.4% -3.2% -5.5% -28 bps 31 bps
Communication Services 1.7% 3.7% -2.1% -24.3% -25.4% -44 bps 29 bps
Health Care 5.9% 7.7% -1.8% -12.2% -12.0% -71 bps -4 bps
Materials 9.1% 8.1% 0.9% -17.8% -17.4% -168 bps -5 bps
Real Estate 6.9% 11.3% -4.4% -19.8% -15.9% -146 bps -25 bps
Energy 5.3% 7.9% -2.7% -13.3% -6.8% -70 bps -43 bps

(see disclosures)

The best performing sector relative to the Russell Midcap Value index was Consumer Discretionary. The outperformance 
was driven by stock selection with all of the portfolio’s Consumer Discretionary holdings outperforming the sector and 
benchmark return. The primary contributors were auto parts retailer AutoZone Inc. (AZO), up 5.1%, and auto and industrial 
parts distributor Genuine Parts (GPC), up 6.2%. The auto parts related retail has continued to see strong demand as miles 

driven and age of cars on the road increase. In addition, the stocks tend to perform well in times of uncertainty as sales are 
relatively defensive in nature. Ulta Beauty was another significant contributor to the outperformance. The stock continues 
to see improving sales in beauty products as life returns to “normal” post pandemic as well as gaining share from other 
channels of distribution, primarily traditional department stores. Within the Consumer Discretionary sector, the portfolio 
benefitted being overweight the Retail industry group and not owning any stocks within the Consumer Services industry 
group where hotel, gaming, and cruise related stocks significantly underperformed.

Periods Ended 6/30/22 (%) QTR YTD 1 Yr 3 Yr 5 Yr 10 Yr S. I.1

DCM Mid Cap Value (gross) -8.71 -10.53 -1.68 7.68 7.84 11.71 11.18

DCM Mid Cap Value (net) -8.91 -10.91 -2.51 6.78 6.94 10.73 10.18

Russell Midcap Value -14.68 -16.23 -10.00 6.70 6.27 10.62 8.87

Performance Comparison1
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Industrials were the second best performing sector in the quarter. Stock selection was the primary driver of outperformance 
with each of the portfolio’s Industrial holdings outperforming the sector and benchmark return. The top contributor was FTI 
Consulting (FCN), which provides consulting services related to corporate finance and restructuring and was up 15.0% in 
the quarter as market uncertainty increased. Other significant contributors to performance were Hubbell (HUBB), a maker 
of electrical equipment for utilities and telecommunications, which benefitted from more stable end markets, down -2.3%, 
waste collection company Republic Services Group (RSG), which benefits from stable contracts for trash service, down 
-0.9%, and building products maker Masco (MAS), which benefitted late in the quarter as raw materials prices for the paint 
division decreased, down -0.3%. Not owning stocks within the Transportation industry group was also beneficial as airline 
and logistics stocks fared poorly in the quarter.

The worst performing sector relative to the Russell Midcap Value index was Energy. Allocation was negative as the 
portfolio was underweight the second best performing sector. Stock selection was also negative, driven primarily by a 
selloff in Baker Hughes (BKR) stock, down -20.3% in the quarter. In the first quarter, Baker Hughes benefitted from Russia 
disrupting supplies of natural gas to Europe. With Baker Hughes’ expertise in LNG capabilities, the stock was viewed 
as a significant beneficiary for Europe’s future gas needs. In the second quarter, oil service names declined as demand 
destruction fears increased and tight discipline by producers have kept capital spending in check. The portfolio’s lack of 
gas focused exploration and production holdings and refiners also hindered sector performance.

Real Estate was the second worst performing sector. Stock selection was suboptimal and accounted for the 
underperformance. End market concerns weighed on several holdings in the quarter. Apartment owner Essex Property 
Trust (ESS), whose portfolio is concentrated in tech hubs in California, traded down -23.7% on concerns related to tech 
job losses and what could happen to rents. STAG Industrial (STAG) traded down -24.5% on concerns that industrial 
warehouse space could be reaching a point of oversaturation and rents may be impacted as consumer buying patterns 
shift again. CBRE Group (CBRE), which provides real estate services including leasing and property management, traded 
down -19.6% on general concerns related to the health of the economy and future activity in real estate. Being underweight 
the underperforming sector modestly added to performance but was not enough to overcome negative stock selection.

Top 10 Contributors/Detractors

  Top 10 Contributors Average % Weight Contribution 
1 FTI CONSULTING INC  1.66 23 bps

2 AUTOZONE INC  2.28 12 bps

3 GENUINE PARTS CO  1.60 9 bps

4 REINSURANCE GROUP OF AMERICA  1.30 9 bps

5 WR BERKLEY CORP  2.06 7 bps

6 FLOWERS FOODS INC  1.78 6 bps

7 CONAGRA BRANDS INC  1.65 5 bps

8 LITTELFUSE INC  1.47 3 bps

9 MASCO CORP  1.46 0 bps

10 CASH  4.75 0 bps
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  Top 10 Detractors Average % Weight Contribution 
1 ESSEX PROPERTY TRUST INC  2.05 -52 bps

2 CROWN HOLDINGS INC  1.75 -51 bps

3 OMNICOM GROUP  1.67 -44 bps

4 BAKER HUGHES CO  2.03 -43 bps

5 STAG INDUSTRIAL INC  1.60 -43 bps

6 FIFTH THIRD BANCORP  1.74 -40 bps

7 RAYMOND JAMES FINANCIAL INC  2.16 -40 bps

8 AMERIPRISE FINANCIAL INC  1.60 -35 bps

9 FMC CORP  1.90 -35 bps

10 CBRE GROUP INC A  1.62 -33 bps

Selected Contributor(s) to Performance

The largest contributing stock this quarter was FTI Consulting (FCN), up 15.0%. The company provides consulting 
services in the areas of corporate finance and restructuring, forensic and litigation, economic, technology and strategic 
communications. The largest segment is the Corporate Finance & Restructuring division at nearly half of the company’s 
EBITDA. In periods of financial stress, the company typically sees an increase in bankruptcy and reorganization consulting 
work. As concerns increase related to rising rates and the potential for a recession, the shares have been bid higher in 
anticipation of their countercyclical business improving as business risk increases. The portfolio continues to hold FTI 
Consulting.

AutoZone (AZO) was the second largest contributing stock in the quarter, up 5.1%. AutoZone is the largest specialty retailer 
of automotive aftermarket parts and accessories in the United States, serving both retail and commercial customers. 
AutoZone’s results benefitted from share gains with commercial customers (also known as Do-It-For-Me or DIFM) as the 
company continues to take market share in the segment. The company’s investment in mega hubs is aiding the market 
share gains as it leads to improved parts availability and shorter delivery times, key metrics for commercial customers. 
In addition, the company managed costs and promotions better than near competitors in the quarter, turning in above 
average results. The portfolio continues to hold AutoZone.

 
Selected Detractor(s) from Performance

The worst contributing stock for the quarter was Essex Property Trust (ESS), down -23.7%. Essex is an apartment focused 
REIT with property concentrated on the West coast. 42% of properties are in Southern CA near Los Angeles and San 
Diego, 42% of properties are in Northern CA near Santa Clara, Oakland, and San Francisco, and 16% are in Seattle. 
Residential REITs have traded off of late on concerns a recession would impact rent growth. With Essex’s portfolio focus 
on the West coast technology centers, the stock has been hit harder than most as many tech companies have laid off 
employees or implemented hiring freezes. The concern is a deep decline in tech employment may negatively impact rents 
to the tune of 20% plus decline, similar to what was seen in the dot.com bust in 2000. The portfolio continues to hold 
Essex with an eye toward rent trends in key California markets.

Crown Holdings (CCK) was the second worst contributor, down -26.2%. Crown manufactures beverage cans, which 
account for 60% of revenue, with metal food cans accounting for 5%, transit packaging 20% and other metal packaging 
accounting for the remaining. Crown has seen strong beverage can demand with the proliferation of new drink products 
including seltzers and energy drinks. The key issue with Crown has been input costs and being able to recoup higher costs 
through contracts. While aluminum supply continues to be an issue and thus aluminum costs, it is anticipated that recent 
contract changes will allow the company to improve their pricing position and allow for better margin management in a 
difficult environment. The portfolio continues to hold Crown Holdings.
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Current Positioning

Currently, the portfolio’s largest overweight sectors relative to the benchmark are the Consumer Staples and Consumer 
Discretionary sectors. The largest underweight sectors relative to the benchmark are the Information Technology and Real 
Estate sectors. Throughout the quarter, weight increased the most in the Consumer Discretionary, Utilities, and Consumer 
Staples sectors while decreasing the most in the Materials and Real Estate sectors. The change in weight was primarily 
due to outperformance or underperformance within the sectors.

After two years of easy monetary and fiscal policy, the Federal Reserve is in the early stages of normalization through 
increased interest rates and shrinking the size of the balance sheet. With ever increasing inflation and the additional 
element of geopolitical risks in Europe, the Federal Reserve must act to keep prices in check while balancing the risk of 
overshooting policy decisions, sending the economy into recession. We continue to believe the rotation to stocks with 
lower valuations, higher quality attributes, and fairly narrow ranges of outcomes will continue, and the portfolio is well 
positioned for the environment ahead.
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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 Mid Cap Value style uses value oriented equities, the majority of which have a market capitalization between $3.5 bil-
lion and $40 billion at purchase. These are fully invested equity styles which range 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 Midcap Index is a subset of the Russell 
1000 Index and includes approximately 800 of the smallest securities based on a combination of their market cap and cur-
rent index membership. The Russell Midcap represents approximately 26% of the total market capitalization of the Russell 
1000 companies.

The Russell Midcap Value Index measures the performance of those Russell Midcap Index companies with lower price-
to-book ratios and lower forecasted growth values. Members of the Russell Midcap Value Index are also members of the 
Russell 1000 Value Index. These stock indexes assume reinvestment of dividends and capital gains, and assume no man-
agement, custody, transaction or other expenses. Russell statistics used in this presentation 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, 
trading and other expenses. Net results reflect the deduction of a model fee equivalent to the highest applicable advisory 
fee 0.80%. 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 is 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 12/31/21. A firm-wide verification 
was performed for the periods 7/1/08 through 12/31/21. Data subsequent to 5/31/22 represents preliminary performance 
results.


