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Performance Summary

The DCM Multi-Cap Value composite gross total return was -4.92% in the third quarter of 2022, compared with the Russell 3000 Value 
Index return of -5.56%.

Overall factors were positive in the third quarter. Momentum was the largest, and most outsized contributor, as the portfolio’s stocks 
performed well in the quarter. This was partially offset by volatility being a large, negative contributor. The portfolio also benefitted from 
having lower valuations and leverage compared to the index.  

Sector Drivers

 GICS Sectors
Average Weight Stock Level Returns Portfolio Impact

 Port  Bench  Active Port Bench Contribution Attribution

Health Care 17.3% 16.4% 0.9% -2.6% -5.3% -46 bps 48 bps

Materials 4.2% 4.1% 0.1% -1.0% -8.1% -6 bps 30 bps

Consumer Discretionary 7.1% 6.3% 0.8% 0.8% -3.0% 5 bps 28 bps

Communication Services 4.5% 8.1% -3.7% -15.1% -13.4% -69 bps 21 bps

Consumer Staples 8.5% 6.9% 1.6% -4.4% -6.4% -38 bps 16 bps

Information Technology 10.4% 9.0% 1.4% -6.5% -8.1% -65 bps 13 bps

Real Estate 3.9% 5.4% -1.5% -9.7% -10.6% -36 bps 11 bps

Financials 18.2% 20.3% -2.2% -4.3% -3.3% -77 bps -22 bps

Energy 6.0% 7.3% -1.3% 0.3% 3.2% -2 bps -27 bps

Industrials 9.4% 10.2% -0.8% -8.6% -4.7% -77 bps -37 bps

Utilities 5.9% 6.0% -0.1% -12.7% -5.9% -78 bps -41 bps
(see disclosures)

The best sector for Multi-Cap Value in the third quarter was Health Care. The portfolio was overweight the outperforming sector with 
stock selection accounting for roughly 80% of the attribution. The Russell 3000 Value Health Care sector returned -5.3% for the quarter 
as performance was dragged down due to its high exposure to biotech companies in what was largely a risk-off environment, a benefit to 
the portfolio as it was underweight this underperforming industry group. Three of the portfolio’s highest weights in the quarter – Humana 
Inc. (HUM), a managed care provider, McKesson Corp. (MCK), a pharmaceutical distributor, and CVS Health Corp. (CVS), a health care 
and retail pharmacy services company – all materially outperformed with returns of 3.8%, 4.3%, and 3.5%, respectively. After growth 
fears earlier this year hurt HUM’s performance, management laid out strong mid- to long-term growth targets at its investor day that were 
favorably received by the market. MCK continues to deliver strong quarterly beats and guidance raises and announced an accretive 
acquisition that will enhance its portfolio of offerings for employers. CVS also announced an acquisition that will increase its physician 
assets and diversify its payer base, while further focusing on value-based care to deliver favorable health outcomes. The portfolio 
maintains positions in all three companies; however, the CVS weight was reduced intra-quarter on outperformance. 

The second best sector was Materials. The portfolio was marginally overweight the underperforming sector leading to a neutral allocation 
effect with selection driving all of the positive attribution. The Russell 3000 Value Materials sector returned -8.1% in the quarter as the 
price-cost gap due to continuing inflation impacted margins while recession fears are baking in muted top-line growth, if any, and an 
earnings revision cycle. The portfolio maintains select positions in this sector – Nutrien Ltd (NTR), a provider of crop fertilizers and 

Periods Ended 9/30/22 (%) QTR YTD 1 Yr 3 Yr 5 Yr 10 Yr S. I.1

DCM Multi-Cap Value (gross) -4.92 -15.01 -6.54 4.28 5.73 9.42 8.88

DCM Multi-Cap Value (net) -5.07 -15.40 -7.10 3.66 5.10 8.66 8.08

Russell 3000 Value -5.56 -17.97 -11.79 4.37 5.11 9.08 7.54

Performance Comparison1
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distribution services, and Linde plc (LIN), an industrial gas and engineering company. NTR posted a 5.2% return in the quarter due to 
strong retail performance and an expected increase in phosphate margins. LIN outperformed in the risk-off environment as its earnings 
are relatively recession-resistant, and the balance sheet is currently under-levered compared to past cycles. 

The largest detracting sector in Multi-Cap Value for the third quarter was Utilities. The portfolio was marginally underweight the 
underperforming sector leading to stock selection being the main driver of the negative attribution. The Russell 3000 Value Utilities sector 
returned -5.9% for the quarter. The return for the index would have been worse had it not been for some of the lowest quality, highest 
leverage names posting very strong returns as renewable-facing utilities got a strong boost from the government’s Inflation Reduction 
Act which extended, and increased, investment tax credits to the industry. Duke Energy Corp. (DUK), a natural gas and electric utility 
focused on the southeast and midwest, sold off -12.4% as Hurricane Ian impacts the southeastern seaboard. Northwestern Corp. 
(NWE), a utility focused on the upper midwest and northwest, was down -15.4% as it enters a capex cycle to get its Laurel facility up 
and running in the face of multiple regulatory headwinds. 

The second worst performing sector for the quarter was Industrials. The portfolio was underweight the outperforming sector with stock 
selection driving all the negative performance. The Russell 3000 Value Industrials sector was down -4.7% in the quarter. While selection 
was positive or neutral in two of the three industry groups, it was the portfolio’s concentration in Fedex Corp. (FDX) that drove all of the 
underperformance. FDX is discussed in more detail below. The portfolio exited its position in the stock during the quarter.

Top 10 Contributors/Detractors

  Top 10 Contributors Average % Weight Contribution 
1 REGAL REXNORD CORP  2.00 40 bps

2 LOWE'S COMPANIES INC  2.08 15 bps

3 MCKESSON CORP  2.59 10 bps

4 CVS HEALTH CORP  2.45 9 bps

5 HUMANA INC  2.50 9 bps

6 ADVANCED ENERGY INDUSTRIES  1.44 7 bps

7 FISERV INC  1.60 7 bps

8 THE HERSHEY CO  2.63 7 bps

9 NUTRIEN LTD  1.90 7 bps

10 GLOBE LIFE INC  2.49 6 bps

  Top 10 Detractors Average % Weight Contribution
1 VERIZON COMMUNICATIONS INC  2.53 -68 bps

2 FEDEX CORP  1.57 -54 bps

3 STANLEY BLACK & DECKER INC  1.33 -39 bps

4 DIGITAL REALTY TRUST INC  1.35 -32 bps

5 KIMBERLY-CLARK CORP  1.93 -32 bps

6 PFIZER INC  1.90 -31 bps

7 INTEL CORP  0.94 -29 bps

8 NORTHWESTERN CORP  1.77 -29 bps

9 DUKE ENERGY CORP  2.03 -26 bps

10 COGNIZANT TECH SOLUTIONS A  1.66 -24 bps

Selected Contributor(s) to Performance

The highest contributing stock in the third quarter was Regal Rexnord Corp. (RRX), a company formed through the merger of Regal 
Beloit Corp. and the Rexnord Process & Motion control business of Zurn Water Solutions Corp. (formerly known as Rexnord Corp.). 
RRX is a global manufacturer of electric motors, drives, mechanical motion control products, and alternators for electric generators. The 
Company returned 24.0% during the third quarter after a strong beat and raise due to management’s execution of accretive acquisitions 
and selective portfolio pruning. Attention is now turning to diversifying end markets to focus on opportunities in energy efficiency across 
their installed base in the face of slowing consumer spending. The portfolio continues to hold RRX. 
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The second highest contributing stock in the quarter was Lowes Cos. Inc. (LOW). Lowe’s is the world’s second largest home improvement 
retailer with over 90% of its sales concentrated in the U.S. The Company was up 8.1% in the third quarter. While gross margins 
were below expectations, the degree of control at the operating expense line was impressive and spoke to management’s successful 
implementation of numerous efficiency initiatives over the past few years. Management also provided confidence in its second half 
outlook as gas prices fall and consumer spending moves more to the interior of the home (typically less discretionary spend and more 
maintenance or repair induced spending). Its market share gains in the Pro segment have proven to be sticky while targeting further 
penetration of this core customer segment. The portfolio continues to hold LOW.

Selected Detractor(s) from Performance

The largest detractor to the portfolio was Verizon Communications (VZ). Verizon is a telecommunications company providing wireline, 
wireless, and internet services to customers throughout the US. The Company was down -24.2% in the quarter. Verizon is known for 
its premium service and premium pricing model; however, with weaker consumer spending due to persistent inflation and a looming 
recession and competitive service levels being offered by competitors, the Company reduced guidance. VZ continues to invest in its 
5G infrastructure which, undoubtedly, is the future of telecom, and with it continues to convert new customers to higher priced, higher 
margin unlimited plans. With the near-term guidance but a transitory hiccup in the face of a long, secular runway, the portfolio continues 
to hold VZ. 

The second largest detractor to the portfolio in the quarter was FedEx Corp. (FDX). FedEx is a parcel transportation and delivery 
company that offers time-definite, as well as low-cost deliveries, customs brokerage, freight forwarding, last-mile services, and supply 
chain solutions. The Company was down -32.5% in the quarter. With management providing solid mid-term guidance, just this summer, 
the outlook for the Company’s margin profile looked positive with eCommerce pulling demand forward and accelerating the shift to 
omnichannel service for retail, benefitting FDX’s top line. However, management pre-announced dismal earnings demonstrating poor 
execution of the recently laid out initiatives, inflexibility in the income statement to deal with lower volumes, and an overall lack of 
awareness to current industry issues. While promising more cost cuts and fleet rationalization on the ensuing earnings call, management 
did little to provide clear cut areas of cost savings and quantities. With a loss of faith in management, the portfolio exited its position in 
the quarter.

Current Positioning

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

Multi-Cap Value’s sector exposures at quarter end were most overweight Information Technology, with Health Care and Consumer 
Staples tied for second being equally overweight. The largest underweights were 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.

Sustained volatility seems to be the name of the game now. Intra-quarter, we saw some wild swings in market emotion. The first two-
thirds of the quarter was largely led by believers of a ‘Fed pivot’ in which interest rate hikes were sure to decelerate in magnitude and all 
but reverse in the near term due to slowing inflation. This line of thinking led to massive outperformance in areas of the market that are 
considered riskier – electric vehicles, renewable energy, meme stocks, and highly-levered companies. For just over two months, it felt 
like we were back in early 2021 when valuations did not matter and future prospects, as far flung as some were hoped to be, were all 
the market could talk about and wanted to buy. 

However, as inflation remained persistent and the labor market tight, the Fed stuck to its mandate of lowering inflation, with Fed Chair 
Jerome Powell saying in no uncertain terms that the Fed will continue its fight against inflation, even if it causes some economic 
hardship. With that, the portfolio’s -1.1% underperformance versus the benchmark through September 13th, the release date of CPI 
data, was reversed to a 0.7% outperformance by the time the quarter concluded as the market returned to heavily favor factors in the 
waning weeks of the quarter which the portfolio, and DCM’s process, focus on – quality and value. 

We are not market predictors and have no year-end targets for any of the major indexes nor macro indicators. We do not attempt to 
time the market nor follow its emotional outbursts (to the up nor downside). We simply stick to our time-tested process of pursuing high 
quality companies that are trading at discounts to their intrinsic values for transitory reasons and wait for the market to agree with us on 
valuation or find even better opportunities.
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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 8/31/22 represents preliminary performance results.


