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THIRD QUARTER 2019 

INVESTMENT COMMENTARY 

At some point, we believe 

that investors are going to 

look back on the array of 

negative events that 

occurred during this quarter 

and wonder why nobody 

cared. 

COLUMBIA SELECT LARGE CAP VALUE STRATEGY 

Strategy performance 

▪ On a net-of-fees basis, the Columbia Select Large Cap Value strategy underperformed its benchmark, the Russell 1000 Value 

Index, which returned 1.36% for the quarter ending September 30, 2019. 

▪ Strong stock selection within the health care, materials and energy sectors helped relative results but was offset by stock 

selection in several other sectors, particularly information technology. Underweights to energy and real estate also detracted. 

Market overview 

U.S. large-cap equities seesawed their way to modest positive returns for the third quarter, with major benchmarks delivering 

understated low-single-digit returns despite hitting all-time highs. In addition to seeing benchmarks like the S&P 500 Index, Dow 

Jones Industrial Average and the Russell 1000 Index set records, the quarter also officially crowned the current economic 

expansion as the longest in U.S. history — even as manufacturing continued to slump and a profits recession was confirmed by a 

third consecutive quarter of negative earnings growth. 

These seemingly inconsistent results reflect the quarter’s mixed, continually shifting sentiment as investors ultimately ignored any 

number of headwinds and instead focused on a narrative of unstoppable growth fueled by robust consumer spending and a 

supportive central bank. As in previous quarters, day-to-day speculation over the direction of U.S.-China trade relations remained a 

major influence, as did recession fears and uncertainties over global economic growth. Three fresh worries dominated headlines 

near quarter end but did not significantly dampen market sentiment or increase volatility — geopolitical conflict (an attack on Saudi 

Arabia’s oil processing capabilities), a potential liquidity shortage (sparked by a sudden dislocation in the overnight repo market) 

and political uncertainty (increasing momentum in efforts to impeach President Trump). 

Against this varied backdrop, seven of eleven economic sectors within the benchmark Russell 1000 Value Index finished with 

positive results. In general, utilities and real estate stocks were the top performers, while energy and health care stocks lagged. 

Perhaps most noteworthy was a hint that the long-running outperformance of growth stocks relative to value stocks might be 

nearing an end, as evidenced by the outperformance of the financial, energy and materials sectors during the final month of the 

quarter. 

Contributors and detractors 

Top performers for the quarter: 

▪ Pharmaceutical maker Bristol-Myers Squibb rose as investors anticipated that the company’s sale of arthritis drug Otezla will 

help prospects for its pending merger with Celgene. 
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▪ Utility NextEra Energy, the parent of FP&L and the largest provider of renewable assets in the country, rose as investors sought 

yield, low volatility and predictable earnings growth. 

▪ Shares of home-improvement retailer Lowe’s Companies rose, as expectations increased for a turnaround under new 

leadership. 

▪ Agricultural chemical maker FMC rose after posting strong results and using guidance for continuing growth across all of the 

company’s key geographic markets. 

Top detractors for the quarter: 

▪ Specialty glass maker Corning fell despite posting decent results, as concerns grew over weakening demand from key 

customers, particularly in China. 

▪ Multi-channel retailer Qurate Retail fell despite posting a good quarter, suffering from a perception that it will not be a predictable 

grower. 

▪ Data-analytics provider Teradata Corporation reported strong results but fell in concert with other infrastructure software stocks, 

as investors assessed potential effects of slowing economic growth. 

▪ Copper miner Freeport-McMoRan fell on concerns over potentially weak demand resulting from trade conflict. 

Outlook and investment plan 

Against the backdrop of the current economic expansion officially becoming the longest on record, our outlook remains increasingly 

cautious. In addition to our fear of protracted trade conflict, key worries remain debt, heightened political dysfunction that could 

derail pro-growth policy and a slowdown in earnings growth. Amid the worrisome trend of central banks getting even more 

aggressive, an increasing possibility of negative U.S. rates also is of concern, as is the renewed threat of geopolitical conflict. And 

add to that list the recent liquidity scare brought to light by the seizure in the repo market. At some point, we believe that investors 

are going to look back on the array of negative events that occurred during this quarter and wonder why nobody cared. 

In the meantime, against the backdrop of the items listed above, central bank easings picked up momentum in the third quarter and 

fiscal initiatives are following. The question of whether they can resuscitate global growth remains to be seen, especially without a 

trade deal. In any event, we maintain conviction that the companies we own have the ability to become better, especially in the 

face of slowing global growth.  

No positions were added or sold during the quarter, so our overall portfolio positioning remained largely unchanged from the 

previous quarter end (other than a move from an underweight in health care to a small overweight as a result of index provider 

FTSE Russell reducing the benchmark pharmaceuticals exposure during its annual reconstitution at the start of the quarter). 

Significant variances from the benchmark Russell 1000 Value Index at quarter end remained overweights in materials, energy, 
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information technology, banks and insurers, and underweights in real estate, communication services and consumer staples. 

Sector and industry exposures relative to the benchmark are byproducts of the portfolio’s longstanding bottom-up stock selection 

process. 

 

Advisory services provided by Columbia Management Capital Advisers, an operating division of Columbia Management Investment Advisers, LLC (“CMIA”) that offers investment 
management and related services to clients participating in various types of wrap programs.  

Columbia Threadneedle Investments (Columbia Threadneedle) is the global brand name of the Columbia and Threadneedle group of companies. 

Holdings are based on the model portfolio and are subject to change at any time. Individual participant portfolio holdings may differ from those shown. The portfolio holdings 
information provided by CMIA and/or its agents or affiliates is proprietary and confidential. In receiving holdings data, program sponsors and program participants agree that the 
data is not being obtained in order to effect securities transactions based upon such information or to provide such information to another party other than as part of the managed 
account program. Complete holdings information is available in client statements. 

This commentary was prepared by the investment team for the strategy. The team's views are based on market conditions as of the quarter end identified in this commentary and 
are subject to change without notice at any time based upon market and other factors. This information may contain certain statements that may be deemed forward-looking. 
Please note that any such statements are not guarantees of any future performance, and actual results or developments may differ materially from those discussed. There is no 
guarantee that investment objectives will be achieved or that any particular investment will be profitable. 

Past performance does not guarantee future results, and investing involves risk including the risk of loss of capital. Performance statements are based on the relevant Columbia 
SMA composite. For strategies that do not have a composite, performance is based on the model portfolio. Net performance reflects deduction of the maximum annual wrap fee of 
3%. Program participants should contact their program sponsor for fees applicable to their account.  

Individual portfolio performance and holdings may differ from information shown due to decisions made by the program sponsor, the size and timing of cash flows and client-
specific investment guidelines and objectives.  

The Russell 1000 Value Index, an unmanaged index, measures the performance of the those stocks in the Russell 1000 Index with lower price-to-book ratios and lower 
forecasted growth values.  

The Standard and Poor’s (S&P) 500 Index is an unmanaged index that tracks the performance of 500 widely held, large-capitalization U.S. stocks. 

The Russell 1000 Index tracks the performance of 1,000 of the largest U.S. companies, based on market capitalization. 

Indices shown are unmanaged and do not reflect the impact of fees. It is not possible to invest directly in an index. 

This material is provided to program sponsors and their third-party intermediaries for informational purposes only. It may not be used for any other purpose, including for marketing 

the strategy to additional platforms or prospective investors. To the extent any such recipient chooses to further disseminate this material to program participants, CMIA and its 

affiliates assume no responsibility for compliance with any laws and rules associated with such further dissemination. Furthermore, receipt of this material by a program participant 

does not establish a relationship between any such program participant and CMIA or any of its affiliates.  

 


