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(a) LCV results discussed herein should be read in conjunction with the attached performance and disclosures.

While there were some roller coaster days for 
the stock market during the second quarter, 
the overall level of volatility subsided 
noticeably and the S&P 500 recorded a gain 
of +3.4% for the three month period.  The 
LCV composite registered a gross return 
of +1.5% (+1.3%, net) for the quarter 
which exceeded its benchmark indexes.   
Specifically, the Russell 200 Value and 
Russell 1000 Value indexes advanced +0.6% 
and +1.2%, respectively.   For the first six 
months of the year, the LCV gross composite 
was down -1.8% (-2.2% net) while the 
benchmark indexes were down -2.4% and 
-1.7% respectively.

The second quarter once again witnessed 
growth stocks performing better than value 
stocks, a pattern that according to Ned Davis 
Research has been fairly persistent since 
2006, and the longest such period on record.  
When that pattern will reverse is anybody’s 
guess, but to expect it to continue indefinitely 
under the banner of “this time is different” 
seems to us to be a very suspect premise.  

While volatility last quarter was more 
subdued than in the first quarter, there were 
certainly a lot of issues investors had to 
confront, even within the context of a strong 
economy.  Indeed, some of those concerns 
resulted in the Dow Jones Industrial Average 
declining for eight consecutive days in June, 
the longest such streak since 1988.  Among 
the concerns were the specter of trade wars 
heating up, a faster rate of interest rates hikes 
by the Federal Reserve, and wide swings in 
energy prices due to uncertainty regarding 
how much OPEC would increase production 
at their June meeting.  Despite those obstacles 

and others, the markets still managed to move 
ahead.

Looking forward, trade wars and interest rate 
hikes still pose potential headwinds and as 
mid-term elections approach, investors will 
be keeping a close eye on possible outcomes.  
OPEC’s agreement in June to raise production 
only modestly relative to expectations resulted 
in energy prices rising towards the end of the 
quarter which likely benefits energy companies, 
but might create problems for other companies.  
Having said all that, the impact of these and 
other items on how we approach investing is 
minimal.  As we have said in the past, most 
of the exogenous factors that may or may not 
impact equity markets are very hard to predict, 
and even if predicted correctly, their impact 
on equity prices is also often unknowable.  
Consequently, we believe it is more productive 
to focus our efforts analyzing individual 
companies.

Second Quarter Portfolio Review

In relative terms, the financial and consumer 
discretionary sectors added the most to the 
portfolio’s relative performance in the quarter.  
Sectors detracting most were consumer staples 
and telecoms, which were the two worst 
performing sectors of the Russell 200 Value 
Index.  In terms of specific stocks that helped 
and hurt relative performance, the three largest 
positive contributors were Royal Dutch, GM 
and Chevron.  The three largest detractors were 
Philip Morris, AT&T and IBM.  

GM reported better than expected earnings last 
quarter, but what really excited investors and 
propelled the stock price was the announcement 
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Ten Largest Holdings % Portfolio
Royal Dutch Shell 10.2
Chevron 10.1
Philip Morris International 10.1
AT&T 9.9
General Motors 9.0
Procter & Gamble 7.7
Kraft Heinz 7.7
Amgen 5.0
Pfizer 5.0
Cisco Systems 4.9

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.

at the end of May that Softbank 
would invest $2.25 billion in GM’s 
autonomous vehicle unit (“Cruise”), 
valuing the unit at $11.5 billion 
(approximately $8 per GM share, or 
20% of GM’s total $55 billion market 
capitalization as of June 30, 2018).  
Softbank’s investment lent credibility 
to some analysts’ claims that GM’s 
Cruise business is being either ignored 
or significantly undervalued.  Having 
a third party validate that thesis is 
clearly reassuring.   Even with the 
improved stock price, at June 30th 
GM was selling for only 6X expected 
2018 earnings and had a dividend 
yield of 3.9%.

Chevron’s and Royal Dutch’s stock 
prices both responded positively 
to:  1. rising oil prices during the 
quarter, 2. increasing cash flows 
which will support both dividends and 
prospective stock buybacks, and 3. 
the aforementioned OPEC agreement 
to raise production only modestly 
relative to expectations.  Even with 
shale production continuing to rise, 
continued oil demand increases and 
reduced supplies in other parts of 
the world (e.g., Iran as a result of 
sanctions) indicate that a sustained 
decline in oil prices is less likely over 
the intermediate future.  

Philip Morris’ (“PM”) stock price 
declined after management stated on 
its first quarter’s earnings call that 
although its reduced risk product 
(“RRP”) in Japan would continue 
to grow, the rate of growth will be 
slower than previously expected 
as converting older smokers who 
have not yet switched to newer 
RRP’s will take more time and 
effort than previously contemplated.  
While it was not surprising that the 
stock declined in reaction to the 
news, the magnitude of the decline 

seemed excessive.  Specifically, the 
Company’s market capitalization 
dropped about $40 billion after 
that announcement (total market 
capitalization at quarter end was 
$125 billion).  An analysis by 
Morgan Stanley showed that if 
more conservative assumptions 
about PM’s growth in Japan were 
assumed, the impact on the value of 
the Company’s stock due to slower 
growth would be about $3 per share 
based on the net present value of the 
business foregone.  That equates to 
just under $5 billion, materially less 
than the $40 billion mentioned above.  
Given a dividend yield at the end 
of the quarter of 5.6% (the dividend 
was raised 6.5% during the quarter), 
we believe PM is undervalued.  
Moreover, given our prior experience 
owning the stock during prior periods 
when there were bumps in the road, 
we remain very comfortable holding 
the stock in the portfolio.  Indeed, 
we added to the position in the 
model portfolio during the mid-year 
rebalancing in June.

AT&T’s stock price initially was 
negatively impacted during the 
quarter when it reported lower 
than expected earnings as margins 
contracted due to competitive pricing 
and due to the changing nature of 
the cable business (i.e., the shift 
among consumers to over the top 
video streaming from traditional 
cable subscription).  However, the 
more meaningful negative impact 
to the stock price occurred when 
the merger with Time Warner was 
approved in May.  While integrating 
the operations of the two companies 
will be challenging, we find the stock 
price reaction a bit curious since 
the deal will be 5-10% accretive 
to both EPS and cash flow.   Given 
that AT&T had a dividend yield 
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at June 30th of 6.2% and sold at a 
P/E on expected 2018 earnings of 
just 9.5X, it appears to us that the 
stock is noticeably undervalued.  
Consequently, collecting a 6.2% 
dividend yield while we wait for the 
valuation to improve seems like a 
worthwhile tradeoff.   

IBM reported EPS and sales above 
expectations last quarter, though the 
quality of earnings was somewhat 
less than desired.  Moreover, margins 
appeared pressured.  Nonetheless, 
management maintained their full 
year outlook for earnings and margins. 
In addition, the dividend was raised 
4.7% during the quarter and the 
Company continues to repurchase 
stock.  The shift from older products 
to new products continues, and until 
the market becomes comfortable that 
the shift will be successful, it is likely 
the stock will remain in the penalty 
box with investors.  However, with a 
well-supported dividend that provides 
investors with a dividend yield of 
4.5% as of June 30th, and a P/E on the 
stock of only 10X, the risk-reward 
tradeoff appears very favorable.  

Mid-year Rebalancing

During the mid-year rebalance we 
made one full sale and one new 
purchase.  Coke was sold and Kraft-
Heinz (“KHC”) was purchased.  
Since being added to the model LCV 
portfolio in January 2017, Coke had 
gained about +10% until its sale 
in June.  During that same period, 
KHC declined about -25%.   As a 
result, the valuation for KHC became 
increasingly more appealing.  For 
example, when the switch was made, 
Coke’s dividend yield was 3.5% and 
its P/E on estimated 2018 earnings 
was 21X.  KHC’s dividend yield was 
4.1% and its P/E was 16X.  

KHC was formed in 2015 through the 
merger of Heinz and Kraft Foods to 
form the fifth largest food/beverage 
company in the world.  Warren 
Buffett’s Berkshire Hathaway owns 
26.7% of KHC with another 25% 
owned by 3G Capital Partners.  The 
Company’s market capitalization is 
about $75 billion, and annual sales are 
approximately $26 billion (of which 
about 80% are in North America, 
and over 90% are from developed 
markets).   KHC has eight $1 billion-
plus brands.   Among the better known 
brands are Maxwell House Coffee, 
Jell-O, Planters, Oscar Mayer, Kraft 
dressings and cheeses, and Heinz 
condiments.  

While management has shown itself 
well versed at controlling expenses 
and realizing savings from the merger, 
revenue growth has been harder 
to come by.  Indeed, the attempted 
takeover of Unilever in 2017 was 
evidence of management’s desire to 
find another path to growth through 
expanding its geographic markets 
(including emerging markets), 
broadening its product profile, and 
wringing out expenses from another 
large acquisition.  Though that merger 
never materialized, it is not unlikely 
management will seek out one or more 
other large targets going forward.  

Despite the lull in growth, KHC’s 
valuation has become attractive.  As 
mentioned above, the dividend yield 
at the time of purchase was 4.1% and 
the P/E was 16X.   Those valuation 
levels appear to us to price in the 
issues management is grappling with.  
Moreover, the dividend is well covered 
by cash flow, and dividend growth is 
likely to continue.  

Conclusion

Equity markets rebounded from 
losses in the first quarter, but 
investors remain faced with a 
considerable list of unknowns in 
an otherwise strong economy.   We 
believe the LCV portfolio remains 
conservatively valued with the 
dividend yield at June 30th of 4.3% 
and the P/E on 2018 earnings of 
13.1X.   Should the stock market 
encounter turbulence, we believe 
the portfolio will hold up relatively 
well.  Alternatively, should the 
markets move higher, we believe 
the portfolio will likely participate 
to a meaningful degree.  As value 
investors, that is a profile we find 
attractive.  

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   Marvin I. Kline
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Year

Total 
Return 
Net of 

Total 
Return 

Gross of 
Russell 200 
Value (%)

Russell 
1000 

Value (%)

Number 
of 

Accounts

Composite 
Dispersion 
Gross of 
Fees (%)

Composite 
3-Yr Std 
Dev (%)

Russell 
200 Value 
3-Yr Std 
Dev (%)

Russell 
1000 Value 

3-Yr Std 
Dev (%)

Composite 3-
Yr Sharpe 

Ratio

Assets in 
Composite 
($millions)

% of 
Firm 

Assets

Firm 
Assets 

($millions)
UMA Assets 
($millions)^*

Firm + 
UMA 

Assets^
YTD 2018 -2.2% -1.8% -2.4% -1.7% 43 N.M. 11.8% 10.3% 10.1% 0.9 $17.1 1.1% $1,585 $374 1,959$   

2017 13.8% 14.8% 13.8% 13.7% 40 0.3% 12.1% 10.5% 10.2% 1.0 $14.8 0.9% $1,590 $287 1,877$   
2016 17.9% 19.0% 16.2% 17.3% 52 0.3% 12.5% 10.9% 10.8% 0.8 $18.2 1.3% $1,401 $173 1,574$   
2015 3.9% 4.7% -3.4% -3.8% 52 0.2% 11.9% 10.6% 10.7% 0.9 $16.9 1.2% $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 $0 1,539$   
2008 -22.9% -22.3% -36.1% -36.8% 24 0.6% 11.7% 14.5% 15.4% -0.4 $6.3 0.5% $1,240 $0 1,240$   

Logan Capital Management, Inc.
Performance Results:  LCV Composite
January 1, 1996 through June 30, 2018

^Information is supplemental to a fully GIPS compliant presentation
N.M. - Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entire year.
^*UMA assets as of 5/31/18

Portfolio  
Performance

Total Return 
Net of Fees

Total Return 
Gross of Fees

Russell 
200 Value

Russell 
1000 
Value

Annualized Returns (as of 6/30/18)
Quarter-to-Date 1.3% 1.5% 0.6% 1.2%
Year-to-Date -2.2% -1.8% -2.4% -1.7%
1 Year 9.6% 10.6% 6.4% 6.8%
3 Years 10.5% 11.5% 8.0% 8.3%
5 Years 9.4% 10.4% 9.9% 10.3%
10 Years 9.2% 10.1% 7.8% 8.5%
Since Inception † 8.8% 9.6% 8.0% 8.8%

†Inception of 12/31/1995
Please reference the performance disclosure below.

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 December 31, 2017 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.    
Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide basis and (2) the firm’s policies and procedures 
are designed to calculate and present performance in compliance with the GIPS standards. Verification does not ensure the accuracy of any specific composite disclosure presentation.  
On June 28, 2017, ACA Performance Services, LLC acquired the investment performance service business of Ashland & Partners & Company, LLP.
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 compliant presentations 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.


