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strong performance from a handful of its largest constituents 

such as Tesla (TSLA, 18.17% return), Lowes (LOW, 8.12%) 

and Amazon (AMZN, 6.39%). Energy continued this year’s 

leadership with a 2.35% return, making its YTD performance 

of 34.94% a true outlier. Interestingly, the first half’s lower-vol 

leaders, Utilities, Consumer Staples and Health Care 

underperformed with returns of -5.99%, -6.62% and  

-5.18%, respectively. The worst performing sectors were 

Communication Services (-12.72%) and Real Estate (-11.03%).  

 

The consequences of the Fed’s tightening policy began to be 

felt more acutely in 3Q. For example, the 30-year mortgage 

rate has increased by 123% over the past 12 months to 6.70% 

at quarter-end, causing the white-hot housing market to cool  

by finally pricing many buyers out of the market. In practical 

terms, the year-over-year change in rates implies a 53% higher 

monthly payment on a $400,000 30-year mortgage, from 

$1,686 to $2,581.  

 

 

 

  

SEPTEMBER 30, 2022 

MARKET OVERVIEW 

The S&P 500 took a circuitous route to record a -4.88% 3Q 

return. Off of the first half’s dismal -19.96% performance, 

stocks rallied by more than 13% from June 30 to August 16, 

cutting the S&P 500’s YTD losses to single digits. During  

this time, investors were focused on mostly in-line 2Q 

earnings reports and a narrative calling for a deceleration  

in year-over-year inflation which prompted hopes of a Fed 

pivot. The last six weeks of the quarter were not so kind. The 

S&P 500 declined by almost 17%, largely due to Fed Chair 

Powell’s “stay the course” hawkish comments on August  

26 in Jackson Hole and the quarter’s second 75 bps Fed  

Funds rate increase to 3.25% on September 22. Additionally, 

“unexpected” negative earnings announcements from the  

likes of FedEx, Nike and others further encouraged sellers. 

 

The 3Q sell-off was broad with 9 of the Index’s 11 sectors 

logging negative returns. After underperforming significantly 

in the first half of the year, Consumer Discretionary was the 

top performing sector (4.36% return) predominantly due to 
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Regions Financial Corp. (RF) delivered better-than-

expected 2Q results due to strong revenue and loan growth, 

and continued credit quality strength. Revenue growth was 

driven by increases in net interest revenue, fee revenue and 

loan growth. Also, RF's balance sheet is well positioned to 

benefit from further rate increases from the Federal Reserve 

and its hedging strategy should help support its net interest 

margin should the Fed pivot in late 2023.  

 

 

 

 

Strong 2Q financial results for Comcast Corp. (CMCS.A) 

were overshadowed by softer-than-expected high-speed 

broadband net adds. Relative to consensus, all financial 

metrics beat consensus with revenue growing 5.2% to $30.0 

billion, EBITDA grew 10.1% to $9.8 billion and EPS coming 

in at $1.01. While news of slowing broadband subscriber 

growth is a clear negative, we believe the company can 

continue to exhibit revenue and earnings growth driven by 

broadband pricing, business services and mobile revenue 

growth. 

 

Raytheon Technologies Corp. (RTX) reported mixed 2Q 

results with its commercial aerospace businesses, Pratt & 

Whitney and Collins Aerospace, exhibiting strong trends 

while the defense businesses, Missile & Defense and 

Intelligence & Space, continue to be impacted by supply-

chain issues. Broader defense industry demand trends remain 

encouraging, particularly for Missile & Defense, but it will 

take time for the supply chain problems to sort themselves 

out. 

 

American Tower Corporation (AMT) reported solid 2Q 

results and sees solid tower trends across its regions. 

Management expects organic revenue growth of 5% 

domestically and 6% internationally. Despite these positive 

trends, AMT’s stock was pressured by rising interest rates  

and foreign exchange in the quarter. We continue to believe 

AMT’s underlying business fundamentals and telecom carrier 

demand remain strong. 

 

 

 

 

 

  

 

 

The Large Cap Dividend Growth representative portfolio 

outperformed its S&P 500 benchmark in 3Q on a net of fees 

basis with a total return of -4.25%. As would be expected,  

the strategy’s high-quality, dividend-growth bias caused  

its performance to lag slightly when the market sharply 

rebounded into mid-August but protected by more as  

stocks again sold off in the final weeks of the quarter. Stock 

selection and sector allocation were both positive contributors 

to relative performance.  

 

Stock selection accounted for almost 2/3rds of the relative 

outperformance. The sectors making the greatest impact  

were: Information Technology (50 bps with a -4.95%  

return vs. -6.21% for the benchmark sector), Energy (51 bps 

with a 16.50% return vs. 2.35%) and Health Care (42 bps  

with a -2.25% return vs. -5.18%). An underweight to 

Communication Services and an average cash balance  

of 6.51% added 46 bps and 41 bps, respectively.  

 

Notable detractors from relative performance were an 

underweight in Consumer Discretionary (cost -43 bps) and 

stock selection in Communication Services (-38 bps with a  

-24.79% return vs. -12.72% for the benchmark sector) and 

Industrials (-33 bps, -7.57% return vs. -4.72%).  

 

 

 

 

ConocoPhillips (COP) reported solid 2Q results with EPS 

ahead of consensus driven by strong price realization. COP 

also increased its 2022 return of capital target to $15 billion, 

the second increase since the original budget of $7 billion  

was announced December 2021. As such, the 4Q variable 

return of capital was doubled to $1.40 per share vs. the 3Q 

payment. Taken together, COP’s trailing four-quarter total 

dividends per share are $4.44 which equates to a 3.7% 

dividend yield. 

 

Lowe’s Companies, Inc. (LOW) posted fiscal 2Q results  

that were modestly above expectations driven by 0.2%  

U.S. comparable store sales and strong cost controls. Despite  

the difficulties facing the broader retail industry, full-year 

guidance was maintained as the company saw solid DIY 

business momentum exiting the quarter, coupled with 

continued momentum from its Pro business.  

 

BOTTOM CONTRIBUTORS 

PORTFOLIO REVIEW                                             

TOP CONTRIBUTORS                                             
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The portfolio ended the quarter with Energy modestly 

overweighted (at a 6.0% weighting) due to the purchase  

of EOG Resources (EOG) in September. Otherwise, the 

portfolio ended the quarter much as it started. Built through 

bottom-up stock selection, sector weightings reflect where  

the team identifies the best risk/return opportunities, resulting 

in a focus on Information Technology (39.5% weight), 

Healthcare (15.0%) and Industrials (11.3%).    

 

 

 

 

 3Q 2022 YTD 2022 1 YEAR 5 YEARS 10 YEARS 

Representative Account (Gross) -4.10% -20.36% -10.22% 10.77% 12.25% 

Representative Account (Net) -4.25 -20.76 -10.80 10.06 11.54 

S&P 500 Index -4.88 -23.87 -15.47 9.24 11.70 

 

 

 

  

The portfolio continues to perform as designed by 

participating during rallies but protecting during drawdowns. 

Positioning changed only modestly in the period, with 

turnover of 1.5 %, as the remaining position of JPMorgan 

(JPM) was eliminated. The stock was sold because its 

management held its quarterly dividend rate steady, when  

an increase was required not to trigger the strategy’s no- 

dividend-increase mandatory risk-control sell discipline.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PERFORMANCE 

3Q 2022 TOP CONTRIBUTORS WEIGHT RETURN IMPACT 

ConocoPhillips 3.95% 16.00% 60 bps 

Lowe’s Companies, Inc. 4.17 8.10 32 

Regions Financial Corp. 1.88 8.11 14 

Apple, Inc. 6.70 1.22 8 

Stryker Corp. 3.23 2.16 7 

 

3Q 2022 BOTTOM CONTRIBUTORS WEIGHT RETURN IMPACT 

Comcast Corp. 2.78% -24.79% -75 bps 

Raytheon Technologies Corp. 4.58 -14.29 -72 

American Tower Corp. 3.66 -16.00 -61 

Microsoft Corp. 5.65 -9.10 -52 

Broadcom, Inc. 4.20 -7.76 -32 

 

 

 

 

PORTFOLIO POSITIONING 

TOP AND BOTTOM ABSOLUTE CONTRIBUTORS  

IMPORTANT DISCLOSURES: 

Past performance is not indicative of future results. All investments involve risk, including possible loss of principal. There is no guarantee investment objectives will be 

met. Gross returns are presented before deducting management fees (and custodian fees) and include the reinvestment of all income. Net returns are presented after deducting 

management fees (and custodian fees) and include the reinvestment of all income.  Performance returns are calculated using a time-weighted formula with appropriate 

adjustments for cash flows, and include all dividends and interest, accrued income, and realized and unrealized gains or losses. Indexes are unmanaged and do not incur fees  

or expenses. It is not possible to invest directly in an index. Portfolio sector weights reflect a representative account and are subject to change without notice. It should not be 

assumed that an investment in the sectors listed were, or will be, profitable. Portfolio holdings reflect a representative account and are subject to change. Other accounts within 

the strategy may have different holdings. Portfolio holdings should not be considered a recommendation to buy, hold or sell securities. Current and future portfolio holdings are 

subject to risk. Past performance does not guarantee future results. The future performance of any specific investment should not be assumed to be profitable or equal to past 

results. The performance of the holdings discussed above may have been the result of unique market circumstances that are no longer relevant. The holdings identified above do 

not represent all of the securities purchased, sold or recommended. Securities mentioned should not be construed as recommendation for purchase or sale. Portfolio transactions 

should not be considered a recommendation to buy, hold or sell securities.           

 

 

Returns greater than 1 year are annualized. 
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