
330 EAST KILBOURN AVENUE, SUITE 1125 | MILWAUKEE, WI 53202 | (414) 908-6670 OFFICE | (800) 319-2733 TOLL-FREE | CAMPBELLNEWMAN.COM 

   

SEPTEMBER 30, 2019 

MARKET OVERVIEW 

The S&P 500 closed 3Q with a 1.70% total return, bringing  

its YTD return to 20.55%. It is noteworthy that the one-year 

return is a below average 4.25% with price appreciation of 

only 2.16% - or in line with the Index’s one-year earnings 

growth rate. 

 

The S&P 500 hit new all-time highs in July before making a 

failed attempt at new highs again in September. While solid 

2Q earnings reports helped fuel the July run, both rallies were 

influenced by the expectation of Fed Funds rate cuts (which 

occurred on July 31 and September 18 of 0.25% each) and 

positive news surrounding Chinese trade negotiations and/or 

tariffs.  

 

The Fed Funds rate cuts did not cause the yield curve to 

steepen, as many had hoped. Instead, the curve basically made  

a parallel move down commensurate with the target rate 

changes and remains flat to slightly inverted in places.  

We note, given the roughly $15 trillion of negative yielding 

government debt globally and the relative attractiveness of 

U.S. rates, it becomes harder to view the yield curve as a 

reliable predictor of economic activity. 

 

The stock market’s breadth remained healthy in the  

quarter, with the Advance/Decline line hitting new highs in 

mid-September. Belying that strength, the S&P 500’s sector 

returns varied widely with the top three performers being 

Utilities (9.33% return), Real Estate (7.71%) and Consumer 

Staples (6.11%) and the bottom three consisting of Energy  

(-6.30%), Health Care (-2.25%) and Materials (-0.12%). 
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PORTFOLIO REVIEW                                             

 

 

 

margins. HAS is recovering from the problems caused by  

the Toys “R” Us bankruptcy and inventory liquidation during 

2018. Hasbro is executing its business plan significantly better 

than expected, particularly on the operating margin line, 

which is occurring faster than anticipated. 

 

 

BOTTOM CONTRIBUTORS 
 

Cisco Systems, Inc. (CSCO) reported F4Q19 financial results 

that were above expectations. This was a significant positive 

as the results were in stark contrast to peers who reported 

slowing IT spending by customers. Though, management 

issued conservative forward guidance due to the macro 

uncertainties surrounding the China trade situation. We 

continue to believe CSCO is poised to grow due to progress 

on its software and subscription revenue transformation. 

 

UnitedHealth Group (UNH) reported 2Q19 financial  

results that were above expectations but moving parts around 

certain one-time items may have caused investors’ concern. 

Adjustments in revenues, investment gains and tax rate 

clouded an otherwise good quarter. Additionally, the clouds  

of political uncertainty continue to cast a long shadow on the 

stock. We continue to believe the underlying fundamentals  

at UNH are solid driven by strong Medicare Advantage 

enrollment growth and the momentum of its Optum business.  

 

Corning, Inc. (GLW) pre-announced a sharp reduction  

in their outlook during the last month of the quarter for two  

of five business units: Display Technologies and Optical 

Communications. Weaker demand out of China drove the 

reduction in Display and slower fiber deployments at certain 

large carriers drove the reduction in Optical. We believe both 

issues are transitory in nature and expect a resumption in 

demand as we turn the page on the current year. 

 

 

 

The Large Cap Dividend Growth portfolio outperformed  

the benchmark by 193 bps, gross of fees, and 142 bps, net  

of fees. Stock selection accounted for most all the positive 

relative return highlighting the benefit of the strategy’s 

dividend growth requirement along with the team’s  

bottom-up research and decision-making methodology. 

 

The Consumer Discretionary sector contributed 99 bps  

to relative performance with a sector return of 11.56% vs.  

the benchmark sector return of 0.51%, with all three sector 

holdings outperforming. The Industrials sector added 62 bps  

to relative return, with portfolio sector performance of 6.29% 

vs. 0.99%. The Financials added 41 bps to relative return,  

with portfolio sector performance of 7.43% vs. 2.01% for  

the benchmark sector. 

 

Stock selection and an underweight to the underperforming 

Energy sector contributed 50 bps to relative return. Note that 

sector weights are largely a residual of the team’s bottom-up 

methodology, with absolute sector weights a reflection of 

where the team is finding the most attractive issues within  

the strategy’s parameters. 

 

Conversely, the lack of exposure to two of the stronger 

performing sectors, Consumer Staples and Utilities,  

detracted 33 bps and 26 bps, respectively.  

 

 

 

 

KLA Corporation (KLAC) reported strong fiscal 4Q 

financial results and provided fiscal 1Q guidance that was 

above consensus expectations. Additionally, the company held 

its analyst day late in the quarter during which it provided long 

range revenue and earnings growth that were well received  

by the market. 

 

Texas Instruments, Inc. (TXN) reported 2Q19 financial 

results that were above guidance on better revenues, gross 

margins, expenses and one-time benefits. Despite the muted 

demand environment, cyclical supply side metrics such as  

lead times, channel inventories and order cancellations did not 

deteriorate further and remained in line with historical levels. 

 

Hasbro, Inc. (HAS) reported 2Q19 financial results that were 

above expectations on better than expected revenues and gross  

 

TOP CONTRIBUTORS 
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With portfolio turnover of 1.8% in the quarter, positioning 

changed little since June. American Tower Corp. (AMT) was 

trimmed since the weighting grew to over 5% due to strong 

performance. One of the strategy’s risk controls is a maximum 

weight of 5% for individual stocks. The team initiated a new 

position in Intercontinental Exchange, Inc. (ICE) using 

available cash and the proceeds from a pared BB&T Corp. 

(BBT) due to the strategy’s valuation discipline. 

TOP AND BOTTOM ABSOLUTE CONTRIBUTORS  

3Q 2019 TOP CONTRIBUTORS WEIGHT RETURN IMPACT 

KLA Corporation 2.22% 35.57% 68 bps 

Texas Instruments, Inc. 4.34 13.34 55 

Hasbro, Inc. 3.67 12.99 45 

American Tower Corp. 4.82 8.63 43 

Raytheon Co. 3.26 13.42 42 

 

3Q 2019 BOTTOM CONTRIBUTORS WEIGHT RETURN IMPACT 

Cisco Systems, Inc. 4.44% -9.17% -43 bps 

UnitedHealth Group 3.80 -10.51 -41 

Corning, Inc. 1.80 -13.57 -27 

Walt Disney Co. 2.97 -6.10 -18 

TE Connectivity Limited 3.39 -2.24 -8 

 

LARGE CAP DIVIDEND GROWTH COMPOSITE PERFORMANCE NOTES: 
 
Campbell Newman Asset Management, Inc., formerly Campbell, Newman, Pottinger and Associates, Inc., is a privately held, independent investment adviser registered  

with the Securities and Exchange Commission. Registration does not imply a certain level of skill or training. The firm offers advisory services under equity strategies to taxable 

and tax-exempt clients. The large cap dividend growth composite, formerly the dividend growth equity composite, is comprised of tax-exempt portfolios that have  

a market value greater than or equal to $200,000 and holdings that are primarily dividend paying growth stocks and cash. Beginning 7/1/09, the criteria used to determine fully 

discretionary portfolios was amended to include maximum position and cash size of 5% and maximum ADR’s of 10%. The composite name changed 04/01/2009. For 

comparison purposes, the large cap dividend growth composite is shown against the S&P 500 Index. The S&P 500 Index measures performance of approximately 500 large 

cap companies. The S&P 500  focuses on the large cap segment of the market, with approximately 80% coverage of the U. S. equities. (Source: http://www.spindices.com). 

Indexes are unmanaged. It is not possible to invest directly in an index. All returns presented are calculated using U.S. dollars. Performance results include the reinvestment  

of all income. Returns are presented gross and net of management fees. Returns reflect the deduction of advisory fees, brokerage or other commissions, and any other expenses 

that a client would have paid or actually paid, other than custodial fees. In most instances, returns must be shown net of fees. Net of fees performance is calculated using actual 

management fees. Past performance is not indicative of future results. To receive a complete list of Campbell Newman Asset Management Inc.'s composite descriptions and/or  

a presentation that adheres to the Global Investment Performance Standards (GIPS), contact:  CN Marketing, 330 East Kilbourn Avenue, Suite 1125, Milwaukee, WI 53202, 

Telephone: 414-908-6670. Campbell Newman Asset Management, Inc. claims compliance with the Global Investment Performance Standards (GIPS).  

 

PORTFOLIO POSITIONING 

 
 

 

The team remains constructive and believes stocks can 

continue to grind higher over time driven by earnings 

growth in what should continue to be a relatively low 

interest rate environment. The portfolio’s emphasis remains 

in Information Technology with a 35.19% weighting (but 

among a diverse set of 11 holdings), Healthcare (16.73%), 

Industrials (12.41%) and Consumer Discretionary (9.46%). 

The portfolio continues to be underweighted to Consumer 

Staples, Energy and Utilities. 

 


