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1DCM inception was June 30, 2008

Performance Summary

The DCM Multi-Cap Value composite gross total return was -9.57% in the second quarter of 2022, compared with the Russell 3000 
Value Index return of -12.41%.

Broad market factors were a positive again in the second quarter. Lower volatility, along with higher profitability and momentum (due to 
outperformance), contributed positively to the performance. Smaller size contributed negatively.  

Sector Drivers

 GICS Sectors
Average Weight Stock Level Returns Portfolio Impact

 Port  Bench  Active Port Bench Contribution Attribution

Consumer Staples 9.4% 7.5% 1.9% 2.9% -5.5% 25 bps 85 bps

Consumer Discretionary 6.6% 5.1% 1.4% -8.4% -16.4% -56 bps 50 bps

Health Care 18.2% 17.8% 0.4% -2.5% -4.4% -41 bps 36 bps

Financials 18.4% 20.3% -1.9% -15.7% -16.7% -300 bps 26 bps

Utilities 5.9% 5.6% 0.3% -1.0% -5.2% -6 bps 24 bps

Communication Services 4.2% 6.8% -2.6% -11.7% -14.7% -50 bps 21 bps

Real Estate 4.1% 5.2% -1.1% -15.4% -17.1% -66 bps 12 bps

Materials 4.5% 4.1% 0.4% -16.0% -18.9% -73 bps 11 bps

Industrials 8.4% 10.7% -2.2% -14.8% -14.8% -131 bps 7 bps

Information Technology 10.1% 8.9% 1.3% -18.1% -19.1% -194 bps 2 bps

Energy 6.3% 8.0% -1.7% -10.2% -5.9% -67 bps -33 bps
(see disclosures)

The best sector for Multi-Cap Value in the second quarter was Consumer Staples. The portfolio benefitted from being overweight the 
outperforming sector, with stock selection and allocation providing equal contributions. The Russell 3000 Value Consumer Staples 
sector returned -5.5% for the quarter as the food and staples retailers sold off on inventory overstocking fears, a benefit to the portfolio 
as it was underweight this underperforming industry group. Kimberly-Clark Corp (KMB), discussed in further detail below, Flower Foods 
(FLO), a retail and foodservice packaged foods producer, and Clorox Company (CLX), a producer of household cleaning and personal 
care products, returned 10.7%, 3.3%, and 2.2%, respectively. FLO posted strong results, and management reiterated its continued push 
for pricing and premiumization, which was well received by the market. CLX also posted a sizeable beat versus the Street, however the 
portfolio exited its position on concerns around the durability of price increases and increasing threat of private label substitution.

The second best sector for Multi-Cap Value was Consumer Discretionary. The portfolio was overweight the underperforming sector, 
but quality stock selection carried the performance. The portfolio’s overweight in high-quality, defensive retailer AutoZone, Inc. (AZO), 
an aftermarket automotive parts distributor, provided a strong 5.1% return in what was a difficult quarter for retailers across the board. 
BorgWarner Inc.’s (BWA) strong balance sheet and continued execution on electric vehicle wins, which come with improved incremental 
margins, led this automotive supplier to outperform the benchmark around 300 basis points. 

The worst sector for the portfolio in the second quarter was Energy. The same song and dance repeats itself here as the portfolio was 
underweight the outperforming sector and owned lower oil-beta names than the benchmark. The portfolio’s two holdings in this space, 

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

DCM Multi-Cap Value (gross) -9.57 -10.61 -3.17 6.51 7.59 10.60 9.44

DCM Multi-Cap Value (net) -9.71 -10.88 -3.75 5.87 6.95 9.83 8.63

Russell 3000 Value -12.41 -13.15 -7.46 6.82 7.01 10.39 8.12

Performance Comparison1
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Chevron (CVX) and Kinder Morgan Inc. (KMI), both underperformed the benchmark on fears of a global recession hitting energy demand, 
lowering the need for Chevron’s integrated downstream operations as well as having a negative impact on the volume transported 
through KMI’s pipelines and terminals. 

The second worst performing sector for the portfolio was Information Technology. The portfolio was overweight the underperforming 
sector. Selection was a mild positive as the portfolio’s largest overweight holdings outperformed the benchmark with Vishay 
Intertechnology (VSH), a manufacturer of passive and discrete electronic components, Fiserv Inc (FISV), a transaction processing 
and payments management provider, Advanced Energy Industries (AEIS), a precision power conversion provider for manufacturing 
processes, and Microsoft Corp. (MSFT), an application software company, all handily beating the benchmark.

Top 10 Contributors/Detractors

  Top 10 Contributors Average % Weight Contribution 
1 MCKESSON CORP  3.82 24 bps

2 KIMBERLY-CLARK CORP  1.89 17 bps

3 HUMANA INC  2.23 17 bps

4 AUTOZONE INC  2.32 11 bps

5 BRISTOL-MYERS SQUIBB CO  1.95 11 bps

6 FLOWERS FOODS INC  1.65 5 bps

7 PFIZER INC  1.94 5 bps

8 CLOROX COMPANY  1.24 3 bps

9 VERIZON COMMUNICATIONS INC  2.79 3 bps

10 WEC ENERGY GROUP INC  2.00 3 bps

  Top 10 Detractors Average % Weight Contribution
1 BERKSHIRE HATHAWAY INC CL B  2.67 -65 bps

2 BLACKROCK INC  2.69 -57 bps

3 PUBLIC STORAGE  2.67 -55 bps

4 THE WALT DISNEY CO  1.45 -52 bps

5 COGNIZANT TECH SOLUTIONS A  1.89 -51 bps

6 NUTRIEN LTD  2.10 -50 bps

7 STRYKER CORP  1.77 -49 bps

8 CHEVRON CORP  4.54 -48 bps

9 KEYCORP  1.82 -44 bps

10 CISCO SYSTEMS INC  1.43 -36 bps

Selected Contributor(s) to Performance

The highest contributing stock in the second quarter was McKesson Corp. (MCK). MCK is the largest pharmaceutical distributor, with 
a specialty focus in oncology drugs, as well as a provider of supply chain management solutions to its customers. The stock was up 
6.7% in the quarter after management provided strong FY23 guidance across all of its segments that was above the long-term guidance 
previously provided. Pairing internal strength with an improving macro environment for the company’s US pharma distribution business, 
strong generic markets with increasing uptake of biosimilars, and continued improvement in oncology and primary care visits, the 
portfolio maintains a position in MCK; however, the weight was trimmed in the quarter due to price strength. 

The second highest contributing stock in the quarter was Kimberly-Clark Corp (KMB). KMB is a manufacturer and marketer of a range of 
products made from natural or synthetic fibers with primary products being diapers, feminine care products, and tissues. The Company 
returned 10.7% in the quarter as management reiterated EPS guidance in the face of a worsening cost inflation outlook, which was well 
received by investors. This was well received by the market as it portends well for KMB’s top-line strength driven by premiumization, as 
well as management’s ability to strike operational balance between advertising spend and cost mitigation efforts. The portfolio maintains 
a position in KMB. 
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Selected Detractor(s) from Performance

The largest detractor to the portfolio in the second quarter was Berkshire Hathaway Inc. (BRK/B). Berkshire Hathaway is a holding 
company with subsidiaries across insurance, transportation, and chemicals, amongst many other diverse end markets. The Company 
returned -22.6% for the quarter as supply chain woes added to recession fears affecting both the top line and margin outlooks. On top 
of this, its insurance subsidiaries must now mark their investment portfolios to market which, in the context of a broader market decline, 
led to a 94% drop in earnings from this unit. Finally, the Company has dramatically slowed down its share repurchase program in efforts 
to pursue more M&A, announcing an acquisition of Alleghany Corporation, a property and casualty insurer, in the first quarter, which was 
approved by the target’s shareholders in the second quarter. The portfolio continues to hold BRK/B.

The second largest detractor in the portfolio 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 down -19.7% in the second quarter as the 
broader market sell off accelerated, and fee rate pressure continues. However, as interest rates and inflation reshape the economy, BLK 
sees this as an opportunity to re-engage with clients such as pension funds and insurance companies who are looking to reposition 
their portfolios and improve the mix of short-dated fixed income ETF’s that inherently bring more trading volumes. With continued strong 
inflows and dominant market position, the portfolio continues to hold a sizable weight in BLK. 

Current Positioning

Multi-Cap Value is currently overweight profitability and dividend yield relative to the Russell 3000 Value index. The portfolio is underweight 
volatility. 

From a sector standpoint, the portfolio is currently most overweight Consumer Staples and Information Technology while being 
underweight Communication Services and Financials. As usual, these weights are a residual of our bottom-up process and do not 
reflect any broad macro or sector bets. 

Inflation remains elevated, and the Federal Reserve has begun to speak in hawkish tones, which leads us to believe it is willing to endure 
some short-term pain (raising rates, cutting demand) for long-term gain (reigning in inflation, better matching supply and demand). 
With that in mind, we have seen a dramatic flight to quality as the market continues its rotation away from free wheeling and dealing 
on companies with no earnings and long-dated (potential) earnings and towards high-quality, stable, free cash generating assets. We 
continue to monitor the portfolio and potential universe for companies that meet our qualitative standards: strong balance sheet, market 
leadership, consistent returns on invested capital and free cash flow generation, in an effort to high-grade the portfolio. Continued 
positioning in the highest quality names should provide consistent growth and shareholder return, even through a recession environment. 
The strong balance sheet and free cash flow generation will help our companies weather any short-term economic storms, while the 
consistent returns on invested capital provide a base return for investors and an ability to take market share from weaker competitors. 
While short-term results should never be a major focal point, it is refreshing to see the market shift its focus back to quality fundamentals 
and valuing those traits accordingly. 
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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 perfor-
mance does not guarantee future results.

The information provided in this report should not be considered a recommendation to purchase or sell any particular security. There is 
no assurance that any securities discussed herein will remain in an account at the time you receive this report 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 larg-
est U.S. companies based on total market capitalization, which represents approximately 97% of the investable 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 fore-
casted 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 presentation were obtained from Russell Investments (www.russell.com).

Performance represents all fully discretionary commission accounts for the respective strategy. A complete list and description 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 strat-
egy. Individual account results may vary.

Gross performance figures do not reflect payment of investment advisory fees, but do reflect deduction of brokerage commissions and 
trading expenses. Net of fee performance reflects the deduction of advisory fees, brokerage commissions, and trading and other ex-
penses. Net results reflect the deduction of a model fee equivalent to the highest applicable advisory 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. Manage-
ment 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 12/31/21. A firm-wide verification was 
performed for the periods 1/1/93 through 12/31/21. Data subsequent to 5/31/22 represents preliminary performance results.


