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The investment world was at a completely 
different place at the end of 2019 than it 
was at the end of 2018.  In contrast to the 
brutal fourth quarter of 2018, the fourth 
quarter of 2019 capped off a very pleasing 
investment year.  The LCV composite 
registered a fourth quarter gross return of 
+7.0% (+6.8%, net), which modestly trailed 
its benchmark Russell 1000 Value and 
Russell 200 Value indexes (which were up 
+7.4% and +8.0%, respectively).  Given that 
LCV is a defensively oriented portfolio, we 
are pleased with LCV’s performance for the 
quarter and the year.  Moreover, relative to a 
number of high dividend yield ETF’s, LCV’s 
performance for the quarter stacked up very 
well.  Similarly, relative to the S&P 500 High 
Dividend index return of +5.3% for the fourth 
quarter, LCV also performed very well.  
 
What changed over the course of the last 
year?  To mention just a few things, the Fed 
reversed its previously tightening course 
and lowered interest rates three times during 
2019, in addition to once again expanding 
its balance sheet (after Fed Chairman Powell 
said late in 2018 that balance sheet reduction 
was on “autopilot”).  On the trade front, 
after many stops and starts it appeared there 
was at least an initial U.S. trade agreement 
with China, though as of this writing there 
is really nothing concrete as to the nature of 
that agreement.  The economy also seemed to 
provide enough clues to investors so the risk 
of recession in the near term was relegated to 
the “unlikely” category.  Consequently, many 
of the seeming headwinds coming into 2019 
became tailwinds during the year.  

Aside from a strong stock market, the 
improving financial environment manifested 
itself in other ways.  For example, after the 10 
year U.S. Government bond yield peaked early 
last January near 2.8%, it fell steadily to its low 
of 1.4% in September before rising the rest of 
the year to end at 1.9%.  Moreover, earlier in the 
year investors were concerned when the yield 
curve briefly inverted (i.e., when short term 
interest rates are higher than longer term rates).  
Typically, an inverted yield curve is associated 
with an increased risk of recession.  However, 
by the end of 2019 the yield curve had become 
the steepest it had been in over a year, indicating 
investors believed the economy was on a 
relatively healthy path.  

Factors outside the U.S also contributed to 
positive investor sentiment.  For example, 
starting with accommodative monetary 
policy, Ned Davis Research indicated that the 
share of central banks worldwide in easing 
cycles reached 85% in December, up from 
35% in early 2019.  Moreover, a number of 
countries are in the midst of or are considering 
expansionary fiscal policy changes.  Perhaps 
as in the U.S., a sense of an improving macro-
economic environment also impacted longer 
term rates.  According to Barron’s, the total 
stock of worldwide bonds with negative interest 
rates dropped to $11.9 billion from its peak of 
$17 billion earlier in the year.  

The British election related to Brexit was also 
a noteworthy event as it helped crystalize 
both the Brexit issue (though that still has 
many unknowns attached) and it indicated an 
unwillingness of the general public of a large 

(a)LCV results discussed herein should be read in conjunction with the attached 
performance and disclosures.
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Five Largest Holdings % Portfolio
Royal Dutch Shell 10.0
AT&T 9.9
Chevron 9.9
Philip Morris International 9.8
Cisco Systems 7.6

Source:  Factset

Supplemental information to a fully compliant GIPS 
presentation

Past peformance does not guarantee future results.  To 
obtain the calculation methodology and a list showing 
the contribution of each holding in the representative 
account to the overall account’s performance during the 
reporting period, please email a request to djhesketh@
logancapital.com.  The holdings identified do not represent 
all of the securities purchased, sold or recommended for 
advisory clients.

The views expressed are those of Logan Capital.  Any 
securities, sectors or industries discussed should not 
be perceived as investment recommendations; any 
security discussed may no longer be held in an account’s 
portfolio.  It should not be assumed that investments 
in any of the sectors or industries listed were or will 
prove to be profitable.  Sector and industry weights of 
any specific   account can vary based on investment 
restrictions applicable to that account.  The securities 
discussed do not represent an account’s entire portfolio 
and in aggregate may only represent a small percentage 
of an account’s portfolio holdings.  Gross performance 
results include transaction costs but do not reflect the 
deduction of any management fee.  Gross performance 
returns over one year are annualized and assume the 
reinvestment of dividends, interest and capital gains.  A 
client’s return will be reduced by the advisory fees and 
other expenses incurred as a client.  As fees are deducted 
quarterly, the compounding effect will be to increase 
the impact of fees by an amount directly related to the 
gross account performance.  For example, an account 
with an annual fee of 0.70%, if the gross performance 
is 10%, the compounding effect of the fees will result in 
net performance of approximately 9.23% annually.  Past 
performance is no guarantee of future results.

developed country to abandon free market principles and 
replace them with socialist oriented policies.  Perhaps there 
was some read through to the U.S. on that score.

All of the “good news” seems to have led to soaring 
investor optimism, with even the impeachment of the 
President not having any measurable effect.  Indeed, one 
investment firm recently stated that its measurement of 
“bullishness” was among the top 4% it had seen in the last 
quarter century.  Typically, high levels of optimism are 
a contrary indicator, though as our investors are aware, 
we make no predictions about the direction of the stock 
market, nor do we incorporate that into our investment 
process.   Indeed, the killing of Iranian General Qassen 
Soleimani in early January of this year illustrates that risks 
to equity prices are often unforeseen and unpredictable.  

Fourth Quarter Portfolio Review

In terms of sector contributions, those that contributed 
most to relative performance were the Consumer Staples, 
Health Care and Financial sectors.  Those sectors detracting 
most from relative performance were the Information 
Technology, Consumer Discretionary and Energy sectors. 

The stocks that helped relative performance the most are 
discussed below:

Amgen – the Company once again beat analysts’ earnings 
and revenue estimates, raised guidance and continued to 
repurchase meaningful amounts of stock.  In addition, the 
Company closed on its acquisition of Otezla from Celegene 
in November (which Celegene was required to sell as 
part of its merger with Bristol Myers).   After closing, 
management raised earnings per share guidance for 2020 
by 8% to account for the acquisition.  

AbbVie – like Amgen, the Company beat estimates and 
raised guidance.  Humira, its largest drug, also beat 
estimates which had been concerning investors lately.  In 
addition, several newer drugs performed well lending more 
credence to management’s longer term forecasts.  Investor 
confidence was reinforced when management raised the 
dividend by 10%.  At the end of the quarter, the dividend 
yield was still a very attractive 4.8%.

JP Morgan (“JPM”) – the Company once again showed 
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why many consider it to be among the best run banks 
in the world after reporting another very strong quarter, 
and providing a somewhat more positive outlook than 
analysts had expected.  Management also continues to be 
attentive to shareholders, having repurchased almost $7 
billion of stock in the quarter ended in September, and 
approximately $23 billion over the twelve months prior 
to that (which equates to more than 5% of the Company’s 
market capitalization).  As was true with most financial 
stocks in the fourth quarter, JPM’s stock price was also 
helped by the steepening yield curve which conceptually 
should help improve net interest margins going forward.

Philip Morris (“PM”) – after its stock was beaten down 
earlier in the year when merger discussions with Altria 
were announced, PM’s stock performed well last quarter 
after announcing it had terminated those discussions, and 
after providing investors with an impressive earnings 
report.  Of particular interest was an above expectations 
showing for its new heated tobacco units (“HTU”).  In 
fact, PM’s relatively new iQos product is now the fourth 
largest tobacco brand in the world, and management 
continues to project total HTU volumes will reach 90-
100 billion units by 2021. With the heaviest spending on 
new facilities to produce HTU’s behind the Company, 
improving volumes should allow earnings to grow nicely.  
Moreover, over the last few years, reported earnings have 
faced a strong currency headwind as a result of the U.S. 
dollar’s strength.  If that strength simply diminishes or 
even partially reverses, that currency headwind could turn 
into a tailwind.  Even with the improving backdrop, the 
stock’s dividend yield at the end of December was still an 
attractive 5.5%.        

The stocks that detracted the most from relative 
performance are discussed below:

General Motors – GM’s stock was down slightly for the 
quarter despite a very strong earnings report. The strike at 
GM is expected to cost about $2 per share in earnings for 
the 2019 year, however, there is not expected to be any 
impact on 2020 earnings.  GM’s stock seemed to reflect 
continuing uncertainty in China, where the Company 
derives 10-20% of its earnings.  While the preliminary 
agreement announced between the U.S. and China is a 
helpful step, much remains to be negotiated and thus will 
likely weigh on the stock in the interim.  Nevertheless, 
GM’s financial position and profitability remain strong, 
with both supporting the dividend, thus making the 

quarter-end dividend yield of 4.2% attractive in our 
view.   

 IBM – the Company is still struggling to see its newer 
businesses show enough growth to offset the decline 
in its more mature businesses.  Indeed, the newly 
acquired Red Hat grew 20% in the quarter, accelerating 
from the mid-teens rate previously.  However that 
was not enough to allow earnings or revenues to quite 
meet analysts’ overall expectations.  Nevertheless, 
management maintained its full year outlook for 
earnings and cash flow, and has reduced debt by $11 
billion since the Red Hat acquisition closed this past 
summer.  With a dividend yield at the end of December 
of 4.8% and a P/E of only 10.1X on expected 2020 
earnings, we believe investors are getting paid nicely 
to wait for the ship to turn and performance to both 
improve and become more consistent.  

Chevron – though Chevron reported adjusted earnings 
that beat analysts’ earnings estimates, management also 
announced a cost overrun on one of its largest projects 
which dampened investors’ enthusiasm for the stock.  
Nevertheless, management stated they would adjust 
total capital spending so there would be no net increase 
relative to their prior guidance.  In addition, cash flow 
would remain strong and allow for continued dividend 
increases and stock buybacks going forward.  Moreover, 
production growth guidance of 3-4% per year through 
2023 was maintained.  With a very strong balance sheet, 
good growth and strong cash flow, Chevron continues 
to be one of the better operated large integrated oil 
companies.   

Cisco – much like the quarter ended in June, the 
Company beat analysts’ earnings estimates for the 
September quarter, but then proceeded to provide an 
outlook that was below expectations.  And much like 
what happened to the stock price after the June quarter’s 
earnings conference call, the stock suffered when 
investors heard the outlook provided in the September 
quarter’s earnings conference call.  While unpleasant, it 
appears the diminished near term outlook stems mostly 
from an industry wide spending slowdown in Cisco’s 
markets, and not a competitive decline.  Indeed, we 
believe Cisco has positioned itself well and should 
eventually benefit from among other things:  a dramatic 
increase in global internet traffic, upgrade cycles across 
enterprise data centers, and the introduction of both 
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WiFi-6 and 5G.  We expect that when spending in the 
Company’s markets improve, Cisco will benefit nicely.  In 
the meantime, the balance sheet is pristine (with over $11 
billion of net cash), the dividend continues to rise, and the 
Company has repurchased 16% of its shares over the last 
five years.  
 

December Rebalancing

There were no new stocks added to the portfolio nor were 
any stocks eliminated during the December rebalancing, 
however, the model did include two changes.  GM’s 
weight in the model portfolio was reduced from 10.0% 
to 7.5%, and Cisco’s weight was increased from 5.0% 
to 7.5%.  The change was made to recognize that while 
these are two of the more volatile stocks in the portfolio, 
they both appear to us to be very conservatively priced.  
Consequently, we decided to equal weight them.

Conclusion

At the end of the quarter, LCV had an average dividend 
yield of 4.1% and sold for an average P/E of 14.0X 
expected 2020 earnings.   Both those levels compare very 

favorably to the Russell 200 Value levels of 2.5% and 
18.2X, respectively.    If it turns out that the optimism in 
the market is a contrary indicator and the stock market is 
not as accommodating going forward as it has been the last 
twelve months (and the turmoil in the Middle East to start 
off the new year suggests that risks have indeed increased), 
we believe LCV will hold up relatively well.  Nevertheless, 
should the “good times” keep rolling along, we believe 
LCV will provide very acceptable returns.

Thank you for your continued confidence and investment 
in LCV.  As always, please call or Email us if you have any 
questions.

Sincerely yours,

Richard E. Buchwald                 William Fitzpatrick
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† Inception of 12/31/95
N.M. - Information is not statistically meaningful due to an insufficient number of portfolios in the composite 
for the entire year.
^Information is supplemental to a fully GIPS compliant presentation
^* Model / Licensed Assets as of 11/30/19. Logan provides strategy models to certain advisers under model-
license agreements. Under these agreements, 
Logan provides the models in a timely manner, yet does not arrange nor effectuate the transactions.

Year

Total 
Return 
Net of 

Fees (%)

Total 
Return 

Gross of 
Fees (%)

Russell 
200 Value 

(%)

Russell 
1000 

Value (%)

Number 
of 

Accounts

Composite 
Dispersion 
Gross of 
Fees (%)

Composite 
3-Yr Gross 
Std Dev (%)

Russell 
200 Value 
3-Yr Gross 

Std Dev 
(%)

Russell 
1000 Value 
3-Yr Gross 
Std Dev (%)

Composite 3-
Yr Gross 
Sharpe 
Ratio

Assets in 
Composite 
($millions)

% of Firm 
Assets

Firm 
Assets 

($millions)

Model / 
Licensed 
Assets 

($millions)^*

Firm + Model 
/ Licensed 

Assets 
($millions)^

2019 19.3% 20.3% 26.4% 26.5% 40 0.3% 11.7% 11.6% 11.9% 0.6 $16.7 0.8% $2,050 $1,105 $3,155
2018 -8.2% -7.4% -6.2% -8.3% 38 0.2% 11.1% 10.6% 10.8% 0.6 $13.0 0.9% $1,431 $397 $1,827
2017 13.7% 14.7% 13.8% 13.7% 41 0.1% 12.1% 10.5% 10.2% 1.0 $15.2 1.0% $1,590 $287 $1,877
2016 17.9% 19.0% 16.2% 17.3% 53 0.3% 12.5% 10.9% 10.8% 0.8 $18.5 1.3% $1,401 $173 $1,574
2015 3.9% 4.7% -3.4% -3.8% 53 0.2% 11.9% 10.6% 10.7% 0.9 $17.5 1.3% $1,398 $207 $1,605
2014 4.9% 5.7% 12.9% 13.5% 49 0.4% 9.3% 9.2% 9.2% 1.4 $14.6 0.8% $1,816 $229 $2,045
2013 22.3% 23.3% 32.1% 32.5% 52 0.3% 9.8% 12.4% 12.7% 1.8 $17.7 0.9% $2,061 $115 $2,176
2012 8.4% 9.2% 17.0% 17.5% 47 0.4% 12.6% 15.1% 15.5% 1.1 $9.7 0.5% $1,932 $82 $2,014
2011 18.7% 19.7% 1.1% 0.4% 46 0.3% 18.2% 20.1% 20.7% 0.8 $11.0 0.6% $1,873 $21 $1,894
2010 12.5% 13.5% 11.7% 15.5% 30 0.4% 19.8% 22.0% 23.2% -0.1 $5.8 0.3% $1,769 $13 $1,782
2009 8.5% 9.5% 14.6% 19.7% 23 0.3% 17.9% 20.1% 21.1% -0.4 $6.0 0.4% $1,539 $0 $1,539

Logan Capital Management, Inc.
Performance Results:  LCV Composite

December 31, 1995 through December 31, 2019

Portfolio  
Performance

Total Return 
Net of Fees

Total Return 
Gross of Fees

Russell 
200 Value

Russell 
1000 
Value

Annualized Returns (as of 12/31/19)
Quarter-to-Date 6.8% 7.0% 8.0% 7.4%
Year-to-Date 19.3% 20.3% 26.4% 26.5%
1 Year 19.3% 20.3% 26.4% 26.5%
3 Years 7.6% 8.5% 10.5% 9.7%
5 Years 8.8% 9.8% 8.7% 8.3%
10 Years 11.0% 11.9% 11.6% 11.8%
20 Years 6.8% 7.7% 5.8% 7.0%
Since Inception † 8.7% 9.6% 8.4% 9.0%

†Inception of 12/31/1995
Please reference the performance disclosure below.
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Logan Concentrated Value (LCV) Composite contains fully discretionary large cap value equity accounts, measured against the 
Russell 1000 Value and Russell 200 Value benchmarks. You cannot invest directly in an index. The Russell 1000 Value Index is an 
unmanaged index that measures the performance of those Russell 1000 Index companies with lower price-to-book ratios and lower 
forecasted growth rates.  The Russell 200 Value Index is an unmanaged index that measures the performance of the largest 200 
companies within the Russell 3000 Index with a less-than-average growth orientation.  The benchmarks selected include the reinvestment 
of dividends and income, but do not reflect fees, brokerage commissions, withholding taxes, or other expenses of investing.  These 
benchmarks are used for comparative purposes only and generally reflect the risk and investment style of the composite. 

The strategy invests in 10-15 very large cap stocks with strong balance sheets, strong cash flows and relatively high dividend yields.  
ADR’s may be included in the portfolio (generally less than 20%).  Turnover is typically 30-50% annually. Only accounts paying commission 
fees are included.  As of September 30, 2014 the minimum account size for the composite is $75,000. Prior to this date there was no 
minimum account size.

Logan Capital Management, Inc. claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and 
presented this report in compliance with the GIPS standards. Logan Capital Management, Inc. has been independently verified for the 
periods April 1, 2017 through March 31, 2019 by ACA Performance Services, LLC and April 1, 1994 through March 31, 2017 by Ashland 
Partners & Company LLP. A copy of the verification report(s) is/are available upon request. A firm that claims compliance with the GIPS 
standards must establish policies and procedure for complying with all the applicable requirements of the GIPS standards. Verification 
provides assurance on whether the firm’s policies and procedures related to composite and pooled fund maintenance, as well as the 
calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS standards and have been 
implemented on a firm-wide basis. Verification does not provide assurance on the accuracy of any specific performance report.   

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.

Logan Capital Management, Inc. is a privately owned Pennsylvania-based investment adviser registered with the Securities and Exchange 
Commission under the Investment Advisers Act of 1940.  Registration as an investment adviser does not imply a certain level of skill or 
training.  The verbal and written communications of an investment adviser provide you with information you need to determine whether to 
hire or retain the adviser. The firm maintains a complete list and description of composites, which is available upon request.

The U.S. Dollar is the currency used to express performance.  Returns are presented gross and net of management fees and include 
the reinvestment of all income. Gross of fee returns, have, however, been reduced by all actual trading expenses. Net of fee returns are 
calculated net of actual investment management fees & actual trading expenses. The annual composite dispersion presented is an asset-
weighted standard deviation calculated for the accounts in the composite the entire year. Additional information regarding the policies for 
valuing portfolios, calculating performance, and preparing GIPS Reports are available upon request.

Results are based on fully discretionary accounts under management, including those accounts no longer with the firm.  Past performance 
is not indicative of future results.  
The investment management fee schedule for non-wrap accounts is as follows: 65 basis points on the first $25 million, 55 basis points on 
the next $25 million, 45 basis points on the next $25 million and 35 basis points on the next $25 million. Fees for accounts with over $100 
million in assets are negotiable. Minimum fee is $32,500. Actual investment advisory fees incurred by clients may vary.  

The Logan Concentrated Value (LCV) Commission Composite was created August 1, 2000.  Performance presented prior to August 1, 
2000 represents that of Berwind Investment Management, L.P. On 09/25/19, Logan Capital hired Managing Director Bill Fitzpatrick, CFA 
to assist in portfolio management of the Logan Concentrated Value strategy. On 12/31/19, Managing Director Marvin Kline, CFA retired as 
portfolio manager of the Logan Concentrated Value strategy. 


