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Staying Above the Fray
This appears to be the third year in a row where we have observed that the US 
markets had a solid Q1 start then fall as the low quality, high beta rally fizzles.   
Similarly for our strategy, this means we have begun each of the respective 
years underperforming at the onset of the year only to regain relative ground 
as investors reorient their focus on high quality, dividend paying stocks as the 
year wears on.  At the close of  the first quarter, we found ourselves with a 
basically flat gross year-to-date total return (1.07%), which placed us 11.5% 
behind the S&P 500 Index.  By the end of May, our gross year-to-date return 
was still relatively flat at 0.34%. However the S&P 500 Index’s year-to-date 
return was cut by more than half as the market sharply corrected.  As of June 
5th, the S&P 500’s year to date return is just 2.6%!  Easy come, easy go… 

This roller coaster ride year to date just further highlights that the relative 
performance game is meaningless to us.  Our low beta of just 0.601 insulated 
our clients from the market’s extreme highs and most importantly, extreme 
lows driven by the speculative market timers.  From our vantage, we are 
happy to trundle along, clipping our coupons, and avoiding these obvious 
pitfalls.  

Below we’ve compiled some charts to better highlight the attractive risk / 
return properties of our strategy relative to the SP5 and DJSD.  You’ll note 
that since its inception, SV has consistently side-stepped much of the market’s 
volatility, which was especially high for the past 5 years.  Anchoring the 
portfolio’s performance targets in dividend income has reduced risk while 
providing higher total returns over long measurement periods. 
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•Past performance is no guarantee of future results.  Information is supplemental to the attached GIPS compliant 
presentation.   Strategic Value Portfolio performance is based on gross total return.   
Source:  Federated Investors – Data as of 5/31/2012.



An examination of Sharpe Ratios tells the same story.  In effect, Strategic Value Dividend Portfolio has provided 
almost twice the market total return at nearly half the market risk since its inception.  Strategic Value Dividend has a 
Sharpe ratio of 0.60 whereas the S&P500 Index only provides a meager 0.26. 
What is so special about the dividend that preserves investment value, you may wonder?  To be frank, it is quite 
simple.  Once a dividend has been paid out, it can’t be taken back.  While a company may experience near term 
earnings pressure which may push their stock price around, the company is not going to knock on your door and ask 
for their money back!  Regardless of market conditions, the distributable profits, aka the dividend, are yours to keep.  
You essentially reside above the market fray by anchoring your portfolio with high current income potential and 
basing expectable price appreciation on the underlying dividend growth properties.  
Since the inception of the Strategic Value Dividend Portfolio on 10/1/2001, 96% of our 8.63% gross annual total 
return has been derived from dividend income and dividend growth with just 4% coming from valuation changes.   
Our strategy is based on something tangible and bankable today, not the promise of future price appreciation that 
may never materialize.  Incidentally, the S&P 500 Index annual return has been a meager 4.95% for the same time 
period, all from dividend income and dividend growth, as the change in valuation independent of dividend growth 
has actually been negative over the period.  

Views are as of 6/7/2012, and are subject to change based 
on market conditions and other factors.  These views 
should not be construed as a recommendation for any 
specific security or sector.  

Past performance is no guarantee of future results. 
There is no guarantee that dividend paying stocks will 
continue to pay dividends.  In addition, dividend‐paying 
stocks may not experience the same capital appreciation 
potential as non‐dividend‐paying stocks.  
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Since Inception, dividend yield and dividend growth have accounted 
for 96% of the 8.63% total return generated by the Strategic Value 
Dividend Portfolio.  The remaining 4% can be attributed to valuation 
changes.  Source: Federated Investors ‐ Data as of 3/31/2012.

Are we heading into another recession or a secular bull market?  It depends on who you ask but we don’t know 
too many folks who are willing to bet their retirement on getting the answer correct to this question.  We prefer to 
stay above the market fray…..

1 Beta is the weighted average of the portfolio’s underlying stocks’ 5-year betas vs. the S&P 500.  



Strategic Value Dividend Managed Account Composite

See Notes to the Schedule of Rates of Return and Statistics

Schedule of Rates of Return and Statistics

Composite       Strategic Value Dividend Managed Account Composite
Index           Changed 1/07 to Dow Jones Select Dividend from Russell Midcap Value Index
Periods Ending  3/31/2012

Returns (%)

Gross Composite 
Return Index

Net Composite   
Return          

(Assuming       
Maximum Fee)

Q1 12 1.09 5.06 0.34 
YTD 1.09 5.06 0.34 
1 Year 12.66 11.75 9.36 
3 Years (Annlzd) 20.87 26.39 17.35 
5 Years (Annlzd) 0.23 (0.12) (2.74)
10 Years (Annlzd) 7.15 7.01 4.00 
Oct 01 - Mar 12 8.63 8.61 5.44 

The composite was created in December, 2001. Federated Investors has managed portfolios in this investment style since July, 1997. 
Federated Investors claims compliance with the Global Investment Performance Standards ("GIPS®") and has prepared and presented this 
report in compliance with the GIPS® standards.  Federated Investors has been independently verified for the period January, 1992, through 
December 31, 2011. The verification report is available upon request.  The verification report is 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 presentation.  The benchmark was changed to the Dow Jones Select 
Dividend Index which proved to be more representative of the current strategy. Effective April, 2010, the composite name was changed from 
Strategy Value Managed Account Composite to provide additional clarification. This composite is comprised of all domestic portfolios 
investing in stocks that management believes will provide high yield, reasonable dividend growth and lower volatility in falling equity market 
environments, yet will provide potential participation in rising markets. Eligible portfolios are managed with wide latitude to choose the 
sectors and securities to fulfill the mandate. Within eligible portfolios, securities are selected based on a fundamental assessment of their 
financial strength, dividend yields, dividend growth rates and valuation attractiveness.  Separate accounts eligible for this composite 
generally have a minimum of $100,000 at the time of opening and are a part of an asset-based pricing program. Wrap fee accounts make up 
100% of this composite for all time periods. Net returns reflect the deduction of the maximum annual wrap fee of 3.00%. Wrap fee accounts 
pay a fee based on a percentage of assets under management that generally covers investment management, trading, portfolio monitoring, 
consulting services, and in some cases, custodial services.  Gross returns are shown as supplemental information and are stated gross of all 
fees and transaction costs. 



Strategic Value Dividend Managed Account Composite

See Notes to the Schedule of Rates of Return and Statistics

*Standard deviation is calculated using gross returns. Standard deviation is not applicable ("N/A") for any period if fewer than five accounts are in the 
composite for that period. (See footnote 5)
**Represents the 3-year annualized standard deviation for both the composite and index returns.  This statistic is used to measure the volatility of 
composite returns.

The composite was created in December, 2001. Federated Investors has managed portfolios in this investment style since July, 1997. Federated 
Investors claims compliance with the Global Investment Performance Standards ("GIPS®") and has prepared and presented this report in compliance with 
the GIPS® standards.  Federated Investors has been independently verified for the period January, 1992, through December 31, 2011. The verification 
report is available upon request.  The verification report is 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 presentation.  
The benchmark was changed to the Dow Jones Select Dividend Index which proved to be more representative of the current strategy. Effective April, 
2010, the composite name was changed from Strategy Value Managed Account Composite to provide additional clarification. This composite is comprised 
of all domestic portfolios investing in stocks that management believes will provide high yield, reasonable dividend growth and lower volatility in falling 
equity market environments, yet will provide potential participation in rising markets. Eligible portfolios are managed with wide latitude to choose the 
sectors and securities to fulfill the mandate. Within eligible portfolios, securities are selected based on a fundamental assessment of their financial 
strength, dividend yields, dividend growth rates and valuation attractiveness.  Separate accounts eligible for this composite generally have a minimum of 
$100,000 at the time of opening and are a part of an asset-based pricing program. Wrap fee accounts make up 100% of this composite for all time 
periods. Net returns reflect the deduction of the maximum annual wrap fee of 3.00%. Wrap fee accounts pay a fee based on a percentage of assets under 
management that generally covers investment management, trading, portfolio monitoring, consulting services, and in some cases, custodial services.  
Gross returns are shown as supplemental information and are stated gross of all fees and transaction costs.
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