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Organization Overview 
 
History and Purpose 
The DePauw Student Investment Group was established in 1963 with a $4,000 contribution from the Arie and Ida Crown 
Memorial Fund. Today, the DePauw Investment Group is a student-run organization which manages approximately 
$156,000 by actively investing in the U.S. equity markets. The original Memorial Fund was initially funded with $4,000 
and was valued at $156,143 as of December 31st, 2018. The Investment Group recently received an additional $1,000,000 
capital commitment to manage on behalf of the DePauw University endowment, which was allocated in April 2019. 
 
The group’s primary goal is to recognize capital appreciation while successfully implementing a growth-oriented 
investment philosophy. An additional purpose of the organization is to complement the University’s strong liberal arts 
curriculum with an investment-focused organization in order to enable undergraduate students to pursue internships and 
careers in finance. The organization reinforces DePauw’s emphasis on the importance of intellectual curiosity, critical 
thinking and communication skills while providing students with exposure to capital markets. 
 
Organization Structure 
The Investment Group’s portfolio is actively managed by a group of students who demonstrate a desire to gain knowledge 
and experience in finance and investing. The student-led executive leadership team is responsible for the implementation 
of the organization’s investment strategy which employs a multi-manager approach in which eight portfolio managers 
pursue growth orientated strategies within their respective sector-specific funds. The organization’s presidents and vice 
presidents manage the amount of capital which is allocated to each fund in the portfolio, and the portfolio managers are 
responsible for overseeing and executing investment strategies for their specific sector and achieving excess return above 
their respective benchmarks.  
 
Collectively, the organization seeks to outperform the broader market as a whole. Each sector also seeks to outperform a 
sector-specific benchmark. The leadership team is comprised of two presidents and six vice presidents. Presidents are 
responsible for the implementation of investment strategies, approving trades, and monitoring risk. Vice presidents are 
responsible for the management of the sector-specific funds and act as liaisons between portfolio managers and presidents. 
Each sector-based fund is managed by a portfolio manager with the support of multiple analysts. Portfolio managers are 
responsible for achieving superior returns over their respective benchmarks by managing the composition and 
concentration of holdings within their fund. Analysts are responsible for consistently performing due diligence research 
and actively following companies that are held by both the fund and the fund’s benchmark. Analysts are also charged 
with supporting their respective portfolio managers in the investment proposal writing and presentation process. 
 
Investment Philosophy 
The DePauw Investment Group is a long-only and growth-oriented fund seeking long-term capital appreciation and is 
heavily focused on investing in the U.S. equity market. The Investment Group operates as a portfolio of funds categorized 
by U.S. large-cap equity sectors. The portfolio is managed from the top-down and seeks excess return. The portfolio’s 
sector-specific funds are intentionally allocated to seek capital appreciation based on thorough analyses of the operations, 
financial data, and momentum of individual securities. 
 
Parameters 
The Investment Group’s portfolio will abide by the following rules: 

• Remain diversified by holding no more than 33% of the fund’s capital in one sector 
• Own a minimum of 40 securities 
• Will not allocate more than 5% in an individual holding 
• Will only utilize options and leverage when appropriate and in line with the investment philosophy 
• All decisions will be recorded in formal proposals containing an investment thesis and acknowledgment of risks 
• Student leadership and faculty advisor must unanimously approve investments 
• Trade confirmations will be approved by portfolio manager, an organization president, and organization’s faculty 

advisor prior to submission to administration 
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Semester Review 
 
In 2018, the fund went through a significant restructuring process. The executive team elected to reconstruct the portfolio 
to fulfill a high-conviction investment strategy, which involved divesting from over 60 securities and maintaining 
positions in only 60 of the portfolio’s initial holdings (see chart below). The group continued to refine the organizational 
structure that was created during the 2017-2018 school year by further defining tasks for Presidents, Vice Presidents, 
Portfolio Managers and Analysts. This process was labor-intensive and required significant due diligence from all 
Analysts and Portfolio Managers. Each holding was evaluated individually, and each sector sought opportunities to invest 
in new securities during the substantial trading process in November that took place due to realign our portfolio weight 
with our new high-conviction strategy. Unfortunately, this process was also expensive, with trading costs lowering overall 
performance by 69bps. 
 

 
In addition to these changes, the executive team also worked to improve member participation. This was done through 
increasing communication through emails, improving the Google drive to increase resources for analysts, and working with 
portfolio managers to ensure each stock in the portfolio is being properly tracked. At the end of the fall semester, President 
Brooke Bandy met with analysts to receive feedback to improve the group for the spring 2019 semester. Common requests 
were additional speakers and personal finance training, both of which were implemented in the spring semester. 
 
Over the course of the fall semester, the Investment Group had the opportunity to hear from various speakers and DePauw 
alumni: Scott Nations, Paul Walton, Chao Zhu ‘12, Jon Phillips ‘95, Greg Sissel ‘94, and Peter Lazaroff ‘07. Each speaker 
provided a unique perspective on their industry and career opportunities after DePauw, and also offered advice on our 
portfolio and investment process. We are excited by the continued support of DePauw alumni and friends in the investment 
industry and are looking forward to building additional meaningful connections in the spring. Many speakers also took the 
time to meet with students in a small group setting, an additional benefit for members. 
 
At the end of the fall semester, Brooke Bandy presented to the DePauw Board of Trustees and Investment Committee 
members to request a portion of the DePauw University Endowment to manage. This proposal was the result of a year-long 
process supported by the entire executive team, faculty advisor Jeff Gropp, Investment Committee Chair Jeff Cozad, former 
president Mitch DeShurko ’18, and the finance office of DePauw. After presenting to the board in December, the DePauw 
Investment Group’s request was approved, and one million dollars of the endowment was allocated to the group for 
management. The capital was officially allocated on April 5th, and the group will invest the capital over a span of time in 
order to benefit from dollar-cost averaging and avoid unnecessary market risk. 
 
As we move into the spring semester, the group remains focused on continuing to outperform the benchmark and expanding 
our campus presence. The group has been working with numerous alumni and friends of DePauw to solidify internship 
pipelines for outstanding individuals in the group. We hope that our dedication to the educational growth of the analysts in 
the group will help us continue to achieve our goals of increased performance and increased opportunities for members in 
the coming semester.  
 

 
Brooke Bandy ’19 & Zach Williams ‘19  
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Portfolio Summary As of: 12/31/2018 
 Value: $ 156,143.00 

 
After the executive team met at the beginning of the semester, a decision was made to reallocate our assets and change sector 
allocations to trim the heavy weighting of our growth sectors. The group maintained a positive outlook on both Consumer 
Services and Healthcare, preserving those concentrations while adding to underweighted sectors. These sectors were the only 
two to maintain positive 2018 performance after the turbulent 4th quarter, where the S&P 500 lost 12.56%. Our thesis on the 
Industrials and Energy sectors proved incorrect, as each sector reported poor YTD returns. Financial also noticed a downward 
trend, contrary to our original thesis that deregulation and significant corporate tax cuts may provide lasting tailwinds. 
Reweighting our sectors during the fourth quarter benefitted the portfolio, improving performance verses the benchmark. For 
2018, the fund returned of -3.16% ahead of the S&P return of -4.38%, as seen on the graph below.  
 

 

Sector Percent Value YTD Return YTD Contribution 
Financial 13.29%  $    20,758.50  -9.10% -1.21% 
Healthcare 12.15%  $    18,974.46  8.45% 1.37% 
Technology 13.24%  $    20,674.52  -4.26% -0.42% 
Consumer Goods 7.88%  $    12,306.82  -4.41% -0.35% 
Consumer Services 13.53%  $    21,120.41  5.49% 1.03% 
Energy 5.76%  $      8,999.50  -15.16% -0.87% 
Utilities 9.19%  $    14,352.34  -5.48% -0.50% 
Industrials 13.53%  $    21,129.35  -9.97% -1.45% 
Cash 11.42%  $    17,827.10    
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Although the U.S. economy had a strong year in 2018, December was an especially turbulent time in the U.S. stock market. 
The group was reminded of the importance of the sector allocation process after we saw significant variations from one 
sector to the next. With a growing cash pool in the account, the group sought companies with attractive valuations for capital 
allocation as it shifted to a high conviction approach. 
 
Only two of the funds, Healthcare and Consumer Services, achieved a positive return in 2018. However, these two funds, 
as well as Financial, Consumer Goods, Energy, and Industrials outperformed their benchmarks for 2018. Healthcare, 
Consumer Goods, Energy, and Industrials also outperformed in the fourth quarter. 
 
As we begin investing in 2019, the group remains confident in our top holdings, but will consider rotating capital to distribute 
the portfolio based on market sentiment and momentum. While the group reaffirms its rationale for top performing sectors, 
we recognize that the performance of the sub-sector and by extension, the master fund is closely linked with the weights of 
the underlying securities. While several of our top holdings achieved significant returns in 2018, we will especially monitor 
those to ensure we are well diversified. As interest rates rise and the Federal Reserve monitors the need for additional steps 
to cool the economy it will be important to consider the importance of value stocks in the portfolio.  
 
 Fourth Quarter Year-to-Date 
 Fund Benchmark Difference Fund Benchmark Difference 
Financial -14.42% -11.94% -2.48% -9.10% -9.25% 0.15% 
Healthcare -6.63% -10.27% 3.64% 8.45% 5.87% 2.58% 
Technology -20.44% -17.61% -2.83% -4.26% -0.96% -3.30% 
Consumer Goods -3.94% -9.95% 6.01% -4.41% -13.73% 9.32% 
Consumer Services -16.35% -14.10% -2.25% 5.49% 1.80% 3.69% 
Energy -15.66% -26.22% 10.56% -15.16% -19.20% 4.04% 
Utilities -6.49% 1.01% -7.50% -5.48% 3.91% -9.39% 
Industrials -15.52% -17.86% 2.34% -9.97% -11.59% 1.62% 
Portfolio -12.56% -13.50% 0.94% -3.16% -4.38% 1.22% 

Trading costs decreased total return by 76bps. Without trading costs the fund’s 2018 return was -2.40%. 
All funds are benchmarked to their respective iShares U.S. Sector ETFs. 
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Portfolio Performance Review As of: 12/31/2018 
 Value: $ 156,143.00 
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The leadership team defines successful portfolio management as the ability to not only hold well-performing securities but 
to also enable top returning securities to contribute to the portfolio’s total return through heavier allocations. This semester, 
four of the top ten returning stocks in the portfolio were also in the top ten of contributing stocks for the portfolio. These 
four stocks, Amazon.com, Inc., Merck & Co., Inc., Eli Lilly and Co, and Abbott Laboratories, highlight the importance of 
managing the portfolio effectively and thoughtfully. They also highlight how strong the Healthcare sector was in 2018. 
While Healthcare has performed well, the group believes our decision to reallocate capital has produced a better overall 
portfolio allocation that will have strong defensive positions as the expansionary period winds down and the yield curve 
flattens. 
In contrast, the stocks that negatively impacted the portfolio were split between several sectors. Two to note are Goldman 
Sachs and Nvidia, which appear in both the bottom ten return in addition to the bottom ten contribution list. Multiple sectors 
decided to sell significant portions of their holdings including American International Group, Antero Resources, Ebay, and 
Facebook, in November due to their downfall and outlook going into 2019. Facebook Inc was down over 22.08% during 
the holding period and contributed -0.44% to the overall portfolio. The Financial and Energy sectors will be reevaluated 
because they held securities which accounted for five of the ten bottom returning stocks and six of the bottom ten 
contributing stocks. Another priority is reevaluating the allocations in these sectors as the broader market becomes more 
volatile, interest rates rise, and financial regulations continue to evolve. 
As we approach the new year, the group is confident in our positions with top performing companies and remains optimistic 
regarding the US economy despite recent political controversies. Leadership will continue to monitor and assess our 
holdings, in addition to following global and US market trends. Ultimately, this will help us better evaluate our thesis 
surrounding companies and sectors for the spring 2019 semester. 

 
 
  

 

Portfolio Performance Review As of: 12/31/2018 
 Value: $ 156,143.00 

Individual Security Analysis 
Top Ten HPR Return  Bottom Ten HPR Return 

Ticker Company Return  Ticker Company Return 
BSX Boston Scientific Corporation 42.56%  DWDP DowDuPont -24.92% 
NFLX Netflix, Inc. 39.44%  EBAY eBay Inc -25.76% 
MRK Merck & Co., Inc. 35.45%  AIG American International Group I -28.06% 
LLY Eli Lilly and Co 34.90%  AR Antero Resources Corp. -28.12% 
CRM Salesforce.com, Inc. 33.98%  NVDA Nvidia Corporation -31.01% 
ADBE Adobe Systems Incorporated 29.10%  KHC Kraft Heinz Co. -33.17% 
AMZN Amazon.com, Inc. 28.43%  GS Goldman Sachs Group Inc -34.43% 
ABT Abbott Laboratories 26.74%  FDX FedEx Corporation -35.35% 
ADP Automatic Data Processing 24.93%  SLB Schlumberger Limited. -46.46% 
AET Aetna Inc 24.73%  PCG PG&E Corporation -47.02% 

Top Ten 2018 Contribution  Bottom Ten 2018 Contribution 
Ticker Company Contribution  Ticker Company Contribution 
AMZN Amazon.com, Inc. 0.88%  GS Goldman Sachs Group Inc -0.29% 
MSFT Microsoft Corporation 0.75%  SQ Square, Inc -0.29% 
MRK Merck & Co., Inc. 0.32%  BAC Bank of America Corp -0.30% 
MA Mastercard Inc 0.27%  XOM Exxon Mobil Corporation -0.33% 
LLY Eli Lilly and Co 0.26%  GPOR Gulfport Energy -0.35% 
CRM Salesforce.com, Inc. 0.25%  FDX FedEx Corporation -0.36% 
ABT Abbott Laboratories 0.25%  RTN Raytheon Company -0.36% 
MDT Medtronic PLC 0.20%  FB Facebook Inc -0.44% 
UNH UnitedHealth Group Inc 0.18%  GD General Dynamics Corporation -0.50% 
NKE Nike Inc. 0.17%  NVDA Nvidia Corporation -0.83% 
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Financial Fund Summary  
Number of Holdings: 9 QTD Fund Return: -14.42% 
Portfolio Weight: 13.29% QTD Benchmark Return: -11.94% 
Contribution: -1.21% YTD Fund Return: -9.10% 
Portfolio Manager: Betsy Beggs ‘21 YTD Benchmark Return: -9.25% 

 

 

Top 5 Holdings 
Ticker Name  Weight 
BRKB Berkshire Hathaway Inc. Class B 16.72% 
JPM JPMorgan Chase & Co. 14.11% 
PYPL PayPal Holdings, Inc. 13.77% 
BAC Bank of America Corp 11.75% 
MS Morgan Stanley  10.51% 
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Financial Fund Summary 
 
Overview 
 

The Financial Fund experienced turbulence in late November and December of the year, which resulted in a -9.10% return. 
At the beginning of September, sector outlook was optimistic as interest rates were still low. All stocks fell sharply in mid-
October due to a hike in interest rates by the Federal Reserve, fallout from the trade war with China, and slowing economic 
growth. Banks rallied, aiding our portfolio’s return leading to the restructuring process in November, but December ended 
poorly for the Financial Fund amidst continued rise in interest rates, uncertainty in U.S. trade policies, the U.S. government 
shutdown, and prediction of recession in the near future.  
 
The iShares U.S. Financial ETF is down 9.25% YTD, while the DePauw Financial Fund has suffered a -9.10% return. This 
moderate performance is due to the weak performance from large banks like Goldman Sachs (GS, -34.43% HPR) which has 
been dealing with consequences from the 1MDB scandal. The November reallocation which was determined with a 
conviction-based approach created larger exposure to Goldman and other negative performers, and those could not be offset 
by the strong performers in the payment systems subsector. The Financial Fund represents two sub-sectors in the financial 
industry, with the exception of Berkshire Hathaway. Those sub-sectors are large banks (BAC, GS, JPM, MS) and payment 
systems (MA, PYPL, SQ, V). Overall, the Financial Fund has contributed -1.21% to the portfolio this year.  
 
Contribution Analysis 
 

The sector underwent a significant restructuring process during the November trades. The Financial Fund began the fall 
2018 semester with 23 holdings and a $23,000 value and was reallocated to hold 9 equities which had a $20,800 value as of 
December 31st. The positions are prorated and the top 5 holdings account for 66% of the fund’s weight.  
 
Mastercard (MA, 24.64% HPR) and PayPal (PYPL, 14.22% HPR) were valuable holdings for the Financial sector this 
semester due to effective global growth and company management. Goldman Sachs and Morgan Stanley (MS, -24.43% 
HPR) were not strong performers this year due to tensions over trade, struggling profits in divisions such as Sales and 
Trading, and pending litigation. Both companies are being monitored closely, and a new investment thesis will be developed 
prior to the commencement of the next round of trades.  
 
Outlook 
 

The group believes the Financial Fund stands to remain stable in early 2019 but will face difficulty yielding high return for 
this group. The corporate tax cut effect seems to have worn off, as does the benefits of stock buybacks. Trade tensions with 
China have yet to be mitigated and the U.S. government shutdown has continued into the new year, impacting GDP and 
other economic metrics. The 5-3 interest rate curve inverted in November, which caused some analysts to predict a recession 
in the near future.  
 
It is important to understand the business operations of the holdings in this fund in making allocation judgement. Due to 
uncertainty in the future economic climate the group will proceed cautiously in spring 2019. 
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Healthcare Fund Summary  
Number of Holdings: 9 QTD Fund Return: -6.63% 
Portfolio Weight: 12.15% QTD Benchmark Return: -10.27% 
Contribution: 1.37% YTD Fund Return: 8.45% 
Portfolio Manager: Abhishek Sambatur ‘19 YTD Benchmark Return: 5.87% 

 

 

Top 5 Holdings 
Ticker Name  Weight 
JNJ Johnson & Johnson 17.00% 
MDT Medtronic PLC 14.86% 
UNH UnitedHealth Group, Inc. 13.13% 
AMGN Amgen, Inc. 10.26% 
ABT Abbott Laboratories  9.91% 
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Healthcare Fund Summary 
 
Overview 
 

The Healthcare Fund has decided to divest from companies solely reliant on pharmaceuticals and hold or increase its 
holdings in healthcare companies with diversified revenue streams focused in the medical services, devices, insurance and 
managed care subsectors of the industry. Increased market volatility and uncertain macroeconomic outlook favors 
companies with strong balance sheets and stable businesses that can thrive in recessions. Healthcare companies that are 
heavily invested in pharmaceuticals invest significantly on drugs in the pipeline and rely on existing patents to bolster their 
growth. Divesting from ten Healthcare holdings led to an average return rate of 4.02%. Low 12-month price targets 
combined with patent expiration risks and high-single-digit sales declines of key products prompted a sale of top performing 
equities such as Eli Lilly and Co. and Merck and Co. to capitalize on gains. 
 
Contribution Analysis 
 

While the benchmark, the iShares U.S. Healthcare ETF, holds nearly 130 equities, the top 11 holdings account for a little 
over 50% of the ETF’s weight. The benchmark’s top 5 equities averaged 26% (1-year) returns with Eli Lilly claiming the 
top spot with 36.10% (1-year) returns. Broadly speaking, the healthcare industry witnessed a tough start to the year given 
the poor macroeconomic conditions and the underperformance of pharmaceutical stocks. The industry lived up to its 
“defensive sector” reputation as it rallied through the volatile market conditions and ended the year positively due to a strong 
performance of medical devices, providers, and biotech stocks.  
 
The iShares benchmark saw a strong YTD return of 5.87% due to the disappointing performance of pharmaceuticals. The 
Healthcare Fund outperformed its benchmark by 2.58% and returned 8.45% YTD. The QTD figures were less promising 
but outperformed the benchmark by 3.64%, losing -6.63% QTD while the benchmark lost -10.27% over the same period. 
Johnson & Johnson and UnitedHealth Group are the only two equities that are common in comparison to the benchmark’s 
Top 5. The three biggest contributors to the fund’s YTD performance are Abbott Laboratories (25bps), Eli Lilly (26bps), 
and Merck & Co. (32bps).  
 
Outlook 
 

The Healthcare Fund consists of 9 holdings across the Pharmaceutical, Devices, Providers, Biotech, Research and Medical 
Insurance sub-sectors. Despite the move away from Pharmaceutical stocks, the fund continues to hold a significant portion 
in a couple of high-conviction stocks such as Johnson & Johnson and Abbott Laboratories. Given the strong relative 
performance of the Healthcare Fund under difficult market conditions, we expect to continue searching for new 
opportunities in the Medical Devices, Biotechnology, and niche subsectors such as Telehealth. Lastly, the fund will focus 
on locking down gains accrued in stocks with lofty valuations such as UnitedHealth Group and Medtronic while analyzing 
our sector weighting in underperforming stocks such as Johnson & Johnson. 
 
The Healthcare Fund will be monitoring the following positive and negative factors closely in 2019. Positive factors include 
aging population in the US will spur the demand for drug treatments and medical care. Obesity is another rising concern 
among the younger generation, and this trend will boost the need for medical services. Finally, most companies in the 
healthcare industry possess strong financials as their balance sheets are flush with cash. This raises the probability of mergers 
and acquisitions, higher dividend payments, and share buyback plans. Negative factors include the regulatory uncertainty 
since the Affordable Care Act and how regulations will change with the current executive and legislative branches. 
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Technology Fund Summary  
Number of Holdings: 8 QTD Fund Return: -20.44% 
Portfolio Weight: 14.25% QTD Benchmark Return: -17.61% 
Contribution: -0.42% YTD Fund Return: -4.26% 
Portfolio Manager: Carter Johnston ‘20 YTD Benchmark Return: -0.96% 

 

 

Top 5 Holdings 
Ticker Name  Weight 
MSFT Microsoft Corporation 29.48% 
CSCO Cisco Systems, Inc. 15.93% 
CRM Salesforce.com, Inc. 15.90% 
NVDA Nvidia Corporation 10.98% 
TXN Texas Instruments, Inc.  8.23% 
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Technology Fund Summary 
 
Overview 
 

Throughout much of the 2018 calendar year, the Technology Fund posted strong results and growth. This significantly 
benefitted the portfolio with sector return reaching values as high as 30% by late September 2018. Consistent with broader 
equity markets, the Technology Fund experienced significant volatility and negative price performance in Q4, with the sector 
posting its worst losses since the most recent recession. Like most other sectors, Technology has been negatively impacted 
by the ongoing uncertainty that surrounds international trade, interest rates, and economic growth. Furthermore, with various 
data privacy scandals taking the spotlight in 2018, there are concerns further regulation coming in the near future will impact 
the technology sector.  
 
In 2018, the DePauw Technology Fund underperformed the benchmark index. The fund’s YTD return is -4.26%, whereas 
the benchmark’s YTD return is -0.96%. The fund’s relative underperformance reflects the November reallocation and 4th 
quarter performance; the fund lost -20.44% in Q4 compared to -17.61% primarily due to its high weighting of Nvidia which 
lost over 50% of its market value during that time period. While overall growth in the tech sector may slow in 2019 compared 
to previous years, this sector remains one of the fund’s best performing sectors.  
 
Contribution Analysis 
 

Aligning with the portfolio-wide strategy, in the fall of 2018 the technology sector underwent a significant restructuring 
process. At the beginning of the semester, the fund held 15 technology related securities, accounting for $20,453 in market 
value (13.26%) of the portfolio. In an effort to better manage the sector, seven of the fund’s positions were sold including 
Alphabet Inc., Facebook, HP Inc., IBM, Intel, Oracle, and Qualcomm. Following the reallocation, additional capital was 
reallocated to increase the positions of the fund’s existing technology holdings.  
 
The restructured portfolio contains very similar securities to that of the benchmark index. Five of the highest weighted 
holdings in the benchmark index are included in the restructured portfolio. The portfolio’s strong results should be attributed 
to the performance of Adobe Systems Inc. (14bps), Microsoft Corporation (75bps), and Salesforce.com Incorporated 
(25bps). Each of these securities posted double-digit returns between 18% and 34%, during the 2018 holding period, and 
together make up over 50% of the sector holdings. Despite a handful of securities that performed poorly, Facebook (FB) and 
Nvidia Corporation (NVDA) were the only securities in the portfolio that posted significant losses, with contribution of –
44bps and -83bps respectively. 
 
Outlook 

 
The Technology fund consists of 8 holdings across the Software As A Service (SaaS), Information Technology services, 
Consumer Electronics, and Semiconductors sub-sectors. After repositioning our portfolio to avoid the regulatory concerns 
attached to ubiquitous blue-chip stocks such as Alphabet and Facebook, we expect to continue searching for new 
opportunities in the SAAS, IT Services and Consumer Electronics spaces while keeping an eye on niche sub-sectors such as 
Blockchain, Artificial Intelligence, and Cloud-Based Computing platforms. In our current holdings, Apple, Microsoft, and 
Salesforce are three companies well-positioned to make the most of the cloud computing trends. Heading into 2019, the 
Technology fund will be watching a few key trends. Positive trends that are on our radar include the changing dynamics of 
cloud computing and the emergence of everything-as-a-services (XaaS) solutions. XaaS solutions will enable user 
accessibility to cutting edge technologies and reduce the costs and risks associated with these functions. Finally, AI and 
Blockchain technology will revolutionize the way in which companies organize their business activities and deliver value to 
their clients. Negative trends are centered around the rising regulatory uncertainty in the Technology sector. A few things 
on our watchlist include: compliance changes with the European Union’s General Data Protection Regulation (GDPR) and 
the Clarifying Lawful Overseas Use of Data (CLOUD) Act that will purportedly allow US Law enforcement agencies to 
demand access to user data irrespective of the storage location. 
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Consumer Goods Fund Summary  
Number of Holdings: 6 QTD Fund Return: -3.94% 
Portfolio Weight: 8.17% QTD Benchmark Return: -9.95% 
Contribution: -0.35% YTD Fund Return: -4.41% 
Portfolio Manager: Ty Johnson ‘20 YTD Benchmark Return: -13.73% 

 

 

Top 5 Holdings 
Ticker Name  Weight 
NKE Nike Inc. 21.69% 
KO Coca-Cola 18.08% 
PG Procter & Gamble Co 17.18% 
PEP PepsiCo, Inc. 17.06% 
ECL Ecolab Inc.  13.17% 
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Consumer Goods Fund Summary 
 
Overview 
 

The Consumer Goods Fund is a reflection of consumer spending. Therefore, the real GDP growth slowdown seen during 
2018 increases the probability that Consumer Goods will face diminishing growth in 2019. The performance over the last 
year for our benchmark index, the iShares U.S. Consumer Goods ETF (IYK), returned -13.73% compared to our sector 
return of -4.41%. The fund’s high weighting of Nike Inc. is responsible for its outperformance of the benchmark. The 
Consumer Goods sector performed similarly to the broader market, as measured by the S&P 500.  
 
Contribution Analysis 
 

The Consumer Goods Fund has performed well in comparison to the slowdown the market experienced in the final quarter 
of 2018. The benchmark iShares U.S. Consumer Goods ETF was down over -16% in 2018. Our sector held positions in 
four of the top five holding of this ETF, Procter & Gamble, Coca-Cola, PepsiCo, and Nike. Besides PepsiCo, these blue-
chip stocks performed well for us in 2018 given their loyal customer base and low volatility markets.  
 
Despite the sectors benchmark performing poorly in 2018, the Consumer Goods Fund was able to outperform the benchmark 
by 9.60%. The Consumer Goods Fund held a lower weight (7.90%) in relation to other sectors in the DePauw Investment 
Group Fund, which meant losses in our sector had less of a negative contribution on the fund’s yearly returns.  Dividend 
increases from three out of our sectors five largest holdings (Procter & Gamble, Coca-Cola, PepsiCo) kept investors 
interested given the headwind the market has faced. 
 
The factor that had the strongest impact on our holdings is the U.S. and China Trade War, which led to lower margins for 
companies such as Nike; however, their expansion into yoga and woman’s apparel mitigated near term trade risks. 
Additionally, Coca-Cola, our second largest holding after Nike in our sectors portfolio (18.08%), acquired Costa Limited, 
a large UK coffeehouse company that will help expand Coca-Cola’s product offering. Nike and Coke’s stock prices 
responded very differently to these pressures. Nike returned 18.53% in 2018, contributing 17bps (the only positive 
contribution). In contrast, Coke was the lowest contribution with -18bps. 
 
There was also significant movement in the gaming facet of the consumer goods sector, with competitor Epic Game’s 
Fortnite generating high user demand, this negatively affected our equity in Electronic Arts and their future expectations. 
Electronic Arts was one of the fund’s worst performers at -8.35% YTD.  
 
Outlook 
 

Two major news stories within our holdings provide confidence going into 2019. First, the successful acquisition of Costa 
Limited Coffee by Coca-Cola demonstrates how the company and the industry are adapting as consumer preferences shift 
away from traditional beverages like soda. Second, Nike’s recent announcement of continuous double-digit revenue growth 
along with a dedicated refocus to the women’s market, which now accounts for 25% of Nike’s global business, are 
encouraging. Nike’s leaders believe this is a great opportunity for expansion. On the other hand, EA poses a threat in 2019 
and continues to diminish our sector’s return, but they continue to post increases in net income and free cash flow. We will 
continue to monitor the expectations of their future gaming projects and will divest if the company’s ability to offer strong 
marketable products diminishes.  
 
The economic resilience of the US and its tariffs on China will be two large factors that will determine the market's growth 
in 2019. By the end of September, the US taxed over $250 billion of Chinese Goods, which represents half of their total 
exports to the US. Battling back, China taxed more than $110 billion of goods from the U.S. Because of this fight, global 
growth subsided in 2018. China’s GDP grew at 6.60%, which was its lowest level in 28 years. As the U.S. tariffs are 
categorically slowing their national growth along with U.S. growth expectations, analysts predict that the U.S. and China 
will soon reach an agreement that is mutually beneficial. If an agreement is reached in 2019, we can expect lower costs for 
products manufactured overseas, higher levels of sales, and lower levels of market uncertainty. With slower growth looming 
over China, we believe that trade negotiations will occur soon, likely before Q2, which will be conducive to significant 
growth in the market.  
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Consumer Services Fund Summary  
Number of Holdings: 7 QTD Fund Return: -16.35% 
Portfolio Weight: 13.53% QTD Benchmark Return: -14.10% 
Contribution: 1.03% YTD Fund Return: 5.49% 
Portfolio Manager: Matt Labus ‘19 YTD Benchmark Return: 1.80% 

 

 

Top 5 Holdings 
Ticker Name  Weight 
AMZN Amazon.com, Inc. 21.33% 
DIS Walt Disney Co. 15.57% 
NFLX Netflix, Inc. 15.21% 
SPGI S&P Global Inc. 14.48% 
COST Costco Wholesale Corporation  13.50% 
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Consumer Services Fund Summary 
 
Overview 
 

While the Consumer Goods sector was impacted by a slowdown in growth in 2018, excellent stock selection allowed the 
Consumer Services Fund to flourish. From an economic perspective, this sector will fundamentally do well as long as there 
remain three things: low unemployment rates, low interest rates, and modestly rising wages. Two trends of interest for the 
Consumer Services Fund are the international trade disputes and the Federal Reserve’s control of the interest rate. 
Companies with a high percentage of international sales could suffer if international trade disputes lead to increased prices. 
 
Where the S&P performed at -4.38% and the DePauw Investment Group Portfolio delivered -3.16% growth, the Consumer 
Services sector of our portfolio posted 5.49% growth YTD. Our benchmark index, the iShares U.S. Consumer Services ETF 
(IYC), returned 1.80% last year. The sector was not immune to the 4th quarter drop off; the fund returned -16.35% versus 
the benchmark’s -14.10% in Q4. 
 
Contribution Analysis 
 

The Consumer Services Fund has been a top-performing sector in the overall market YTD, led by blue-chips AMZN 
(+28.43%) and NFLX (+39.44%). The analysts in the Consumer Services sector will continue to have strong conviction for 
Amazon and Netflix. Amazon’s growth is driven by an increase in profit margins and the strength of Amazon Web Services 
(AWS). As our highest weighed stock (21.33%), Amazon had the largest contribution to the portfolio by far (88bps). NFLX 
has proven that it can dominate the streaming service market, and it did so in 2018 by releasing $7.5B in content and 
increasing its marketing expense from $1.4B to $2.4B. After selling 12 of our positions at the beginning of the semester, 
the decisions to sell AT&T and eBay proved to be wise as shares have continued to decline in value.  
 
One of our riskier stock picks, TJX Companies, has performed well amidst the so-called retail apocalypse by posting 17.03% 
growth, driven by a sales increase of 3%. DIS (+1.99%) and SPGI (+0.34%) saw small, positive returns in 2018, but we 
believe that inevitable release Disney’s video streaming service and SPGI’s focus on utilizing artificial intelligence to 
streamline its processes will cause both positions to grow steadily in 2019. Home Depot (-9.34%) was our only position to 
yield negative returns this semester, but as the housing market remains tight, we believe that consumer spending will lean 
on the side of home improvement, thus putting Home Depot, the 27th most valuable brand in the world, in a strong position 
for 2019. We saw moderate contribution from additional holdings including ADP, WM, VZ, and WBA. 
 
Outlook 
 

The outlook for the sector is dependent on the spending habits of consumers. American consumer spending is positive with 
consumer confidence remaining strong, a tight labor market, and wages trending higher. With near-historical-low 
unemployment, still relatively low interest rates, and modestly rising wages, we believe this sector will perform well in 
2019. The sector should benefit from the holiday season which will provide solid growth for the first part of 2019, but the 
sector as a whole must continue to innovate. One factor to keep an eye on that could potentially harm the sector is the current 
trade disputes between the US and China. Another is the potential for increased interest rates. If this occurs due to increased 
inflation concerns, higher interest rates could be a hindrance to the consumer services sector. 
 
Two specific positions within our sector, Amazon and Disney, tend to reinvest profits within the company rather than 
provide a higher income, and because of that have the ability to outperform their respective competition. It is important for 
us to keep an eye on Disney and learn more about the structure of its streaming service, as this could change the future of 
this position. Amazon continues to be one of the best performing positions in the portfolio with its commitment to AWS. 
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Energy Fund Summary* 
Number of Holdings: 6 QTD Fund Return: -15.66% 
Portfolio Weight: 7.32% QTD Benchmark Return: -26.22% 
Contribution: -0.87% YTD Fund Return: -15.16% 
Portfolio Manager: Grayson Honnen ‘20 YTD Benchmark Return: -19.20% 

 

 

Top 3 Holdings 
Ticker Name  Weight 
XOM Exxon Mobil Corporation 25.18% 
BEP Brookfield Renewable Partners 18.41% 
CVX Chevron Corporation 18.08% 

 

 
 

 

  
 

 
 

  
 
*Only 3 stocks are listed for this section due to the energy sector having very few positions and the repetitive 
nature of showing 5 stocks for each category.  
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Energy Fund Summary 
 
Overview 
 

In the fall of 2018, the global energy market took an unexpected downturn as investors became aware of the worldwide oil 
surplus and began selling. This sell-off began in September brought the price of Brent Crude from the low $80’s down to 
the mid $50’s by the end of December. This unexpected crash in price coincided with the recent bear market global 
conditions and significantly impacted our sector. This Q4 downturn in the market is reflected by our YTD and QTD returns, 
of -15.16% and -15.66%, respectively, the poor yield is directly due to the fourth quarter’s performance that was affected 
by market conditions. Although the Energy Fund did not achieve positive performance, it did outperform relative to the 
benchmark in both Q4 and 2018 as a whole. 
 
With the price of oil so low, we expect there to be a rebound in price and stability in market conditions in the coming months 
of 2019. Saudi Arabia and OPEC are preserving market share by enacting large cuts in oil production in an attempt to 
stabilize and raise the price of oil. The sector is confident in its holdings moving forward into the new year and will respond 
quickly to the volatility within the sector due to changing oil prices or other factors.  
 
Contribution Analysis 
 

The Fund was supported by the performance Nextera Energy (NEE) with its 11.69% HBR and 0.09% contribution. After 
reconsidering the sector allocation of NEE, the group decided to move it to the Utilities Fund. Along with rest of Investment 
Group, we revaluated our positions in November and decided to sell out of Antero Resources due to its perceived lack of 
growth contrary to our original thesis. In hindsight, this was the correct decision as the stock has continued to fall from $14 
to $9.39 as of December 31st, a -32% loss. We redeployed this capital to add Gulfport Energy (GPOR) to our portfolio, and 
while it returned a negative 24.19%, the group is confident in its future prospects as it has a portfolio weight of 16.93% and 
is now a part of our top 5 holdings 
 
In parallel with the performance of the greater energy sector, no other stock in our portfolio had positive returns. The worst 
performing holding in our sector was Schlumberger which was down 46.46% in 2018. Although this loss is significant, it 
only account for 3.93% of our total sector weight therefore limiting its negative contribution to -0.21%. The group will 
reevaluate its position in Q1 2019 with the probability of selling out, especially considering its current low weight in the 
portfolio.  
 
Outlook 
 

We expect oil prices to respond positively to OPEC’s sanctions in the first two quarters of 2019 but do not expect prices to 
rise to 2018 highs. Our group is currently analyzing alternative energy related holdings that could result in a more stable 
portfolio during times of turmoil in the oil markets. The group acknowledges that the energy value chain does have strong 
correlations with economic growth. Investments into the U.S. production of oil are not expected to be as strong as in the 
past years, such as the year high of $80 a barrel in September; however, this may provide a less volatile market with a 
greater global stability in price. Shifting to a more geopolitical view, we expect OPEC’s cut in productions to positively 
influence the market as a whole. We anticipate Russia to hold its agreement with OPEC to further the global stability of oil 
prices. Despite heavy sanctions placed on Iran by the United States, we expect that Iranian oil will still find its way into the 
global market; however, we believe that the sanctions will have an overall positive effect on global markets. Shifting to the 
United States, our outlook anticipates that following the slump of US shale production in December, there will be a rebound 
in the first quarter of 2019 and remain strong throughout the rest of 2019.  
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Industrials Fund Summary  
Number of Holdings: 10 QTD Fund Return: -15.52% 
Portfolio Weight: 12.23% QTD Benchmark Return: -17.86% 
Contribution: -1.45% YTD Fund Return: -9.97% 
Portfolio Manager: Isaac Morken ‘20 YTD Benchmark Return: -11.59% 

 

 

Top 5 Holdings 
Ticker Name  Weight 
DE Deere 14.12% 
WM Waste Management, Inc. 12.64% 
BA Boeing Co. 12.21% 
GD General Dynamics Corporation 11.90% 
UNP Union Pacific Corporation 10.47% 
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Industrials Fund Summary 
 
Overview 
 

In 2018, the DePauw Investment Group’s Industrials Fund performed well in January and then struggled the rest of the year 
along with the rest of the market. The Fund performed poorly in 2018, but outperformed the index by 162bps  
(-9.96% versus -11.59%). The Industrials Fund consists of a wide range of companies such as construction, waste 
management, aerospace, and defense. The downturn in the sector was primarily influenced by trade tensions between the 
United States and China and increased interest rates, which led to volatility and a decrease in capital investment and 
economic activity in general. Investment spending has consistently decreased in the past year, which can be attributed to 
the steady increase in interest rates by the Federal Reserve and slow GDP growth. The expected investment spending from 
tax reform windfall has been lower than expected. Increased headwinds have battered the sector at large but in particular 
our positions which were selected to outperform in better geopolitical conditions. 
 
Contribution Analysis 
 

The portfolio has not performed well 2018 and delivered a particularly poor performance in Q4. This performance is fairly 
consistent with that of 2018. With the increase in interest rates happening in Q4 we see the worst return yet of -15.52% 
(versus -17.86% benchmark return). This is reflective of some of the companies within our sector. For instance, FedEx (-
36bps contribution) has seen a tough year due to the exponential rise of one of its logistics competitors, Amazon, and 
management restructuring.  
 
FedEx also had a tough year with negative YTD returns at -35.35%. Many analysts have downgraded the stock due to the 
upcoming cyclical slowdown of the economy, and growing competition in the space. We are currently analyzing this 
position with general thoughts of offloading it unless further slowdown in the trade war. Due to the poor performance of 
the Industrials Fund, other positions will be further evaluated such as General Dynamics (-50bps) and Raytheon (-
36bps).  On the positive side, Boeing has proved to be a sound investment with a great year to date contribution of 6bps. 
This growth will continue because Boeing is seeking increased production of their two flagship airplanes, 747 and the 787 
Dreamliner, in 2019. Boeing management is confident in increased production efficiency due to their supply chain changes, 
which bodes well for Boeing as a solid investment as we move into 2019. The group is also looking forward to further gains 
from Union Pacific Corporation (5bps) as it continues to restructure similarly to CSX Corporation (3pbs). The fund also 
benefitted from excellent timing in its purchase of Deere, which was down -4.69% in 2018 but contributed 11bps to the 
fund due to purchasing shares at a relatively low price in April 2018. 
 
Outlook 
 

There are three trends which we believe are important to analyze. First, the Federal Reserve has been increasing interest 
rates. In December 2018, the Fed increased the target range to 2.25%-2.50%, thus making debt more expensive leading to 
a reduction in capital investment which will hinder growth in the Industrials Fund looking forward to 2019. Another topic 
that needs to be monitored is the decrease in defense spending. President Trump has vocalized his concern with defense 
spending and has suggested downsizing the military. This will hurt the defense sub-sector. The ongoing trade war between 
the US and China is hurting the economy as a whole and the industrials sector in particular. Even though the United States 
and China have signed a 90-day tariff truce, and the U.S. will not raise the tariff level to 25% from the current 10%, there 
is still tension within both economies.  Delegates from both countries plan to convene soon, and this meeting is crucial 
regarding the future of the current trade conflicts and if there will be any beneficial outcomes. Lastly, growth in the world 
economy has been on the decline as the IMF has further reduced its global GDP outlook in 2019 and 2020 in January after 
already revising its forecast in October. Geopolitical turmoil especially in the UK and EU led to this further downgrade as 
well as reductions in U.S. and Chinese GDP growth rates. Many companies in the portfolio are reliant on exports, and this 
global cut will provide further headwinds for them. 
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Utilities Fund Summary  
Number of Holdings: 6 QTD Fund Return: -6.49% 
Portfolio Weight: 7.63% QTD Benchmark Return: 1.01% 
Contribution: -0.50% YTD Fund Return: -5.48% 
Portfolio Manager: Doug Kubek ‘19 YTD Benchmark Return: 3.91% 

 

 

Top 5 Holdings 
Ticker Name  Weight 
NEE NextEra Energy Inc 19.44% 
DUK Duke Energy Corp 18.61% 
SO Southern Company 17.54% 
EXC Exelon Corporation 17.29% 
AWK American Water Works Inc 16.68% 
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Utilities Fund Summary 
 
Overview 
 

The Utilities Fund returned -5.48% during 2018, due to the economic uncertainty in the markets at the end of the year and 
from one stock, PG&E, in turmoil due to potential liability for California wildfires. The Utilities benchmark index, IDU, 
returned 3.91%. At the start of last semester, we were pleased with our sector’s outlook. Interest rates were relatively low, 
which means dividend utility stocks were still appealing. Given our reputation as a defensive sector, we expected to perform 
well throughout the market volatility seen in November and December. Our underperformance was due to poor stock 
selection. Severe wildfires and mergers in 2018 were primary factors of the losses in our holdings. The sector has reallocated 
capital to stocks we believe are poised to benefit from the current economic environment, and is well diversified across 
Geographies, Water, Electricity, and Gas subsectors.  
 
Contribution Analysis 
 

The benchmark, iShares US Utilities ETF, returned 3.91% for 2018 and consists of 50 holdings. The benchmark’s top 6 
holdings comprise of approximately 40% of the sector weighting and held an average YTD return of 5.21% with Exelon 
and Nextera leading the sector with 14.44% and 11.29% returns respectively in 2018. The Utilities Fund owns 3 of these 6 
holdings (NEE, DUK, & SO) that make up 55.5% of our fund’s weights, but Duke is the only one to contribute positively. 
The Utilities Fund returned -5.48% YTD, and these figures are mainly attributable to the heavy losses sustained from 
holdings such as PG&E and Edison.   
 
Our most profitable holding was Exelon (14.44% return HPR, 5bps), which we owned going into the semester. During the 
November trades, we acquired a large, innovative company called NextEra Energy which we see as a growth opportunity 
in our portfolio. We decided to remove two of our least profitable holdings going into the semester, Consolidated Edison (-
9.36% HPR) and Edison International (-15.18% HPR), because of their lack of future growth potential. The biggest loss to 
the Utilities Fund was from our holding PG&E (-47.02 HPR), which we finally decided to sell in January of 2019 after 
learning that the company was filing for bankruptcy. This company allegedly started the “Campfire” wildfire of California 
in 2018. It accumulated over $30 billion in liabilities because much of its infrastructure was destroyed. Unfortunately, we 
were not able to anticipate the poor outcome and we decided to sell the stock at a loss in order to fully remove the threat of 
risk in our portfolio. 
 
Outlook 
 

As 2019 begins, we anticipate many trends and risks that may affect our portfolio. The utilities industry is seeking to 
effectively capture energy by means of solar power and wind turbines. Environmental concern and costs savings have helped 
to spur the trend of renewable energy in the sector. In 2018, one of biggest factors affecting our portfolio’s return was the 
incidence of wildfires. To reduce these risks, it is important to invest in companies that are located in different geographical 
regions and in different subsectors as well as those that are attentive to environmental issues. 
 
Utilities are one of the most heavily regulated sectors in the market. In some regions, utilities companies operate virtually 
as monopolies due to economies of scale, and so government often steps in to limit production and prices. Additionally, we 
may expect to see new environmental regulations in the future, including stricter management of infrastructure and 
environmental footprint. We reduce regulatory risks by investing in companies located in different regions, those in different 
subsectors, and in those that use innovative energy cultivation techniques. 
 
Investors tend to select utilities because of their above-average dividends. Although interest rates have risen, they are still 
historically low, and we do not think they will negatively impact the utilities sector.  
  



 
24 

Executive Team Overview 
 

       
 

 

Brooke Bandy ‘19 
• Incoming Financial 

Analyst at Goldman 
Sachs 

• Economics and 
Mathematics Double 
Major 

• Management Fellow 
• Elmhurst, Illinois 

 

 

Zachary Williams ‘19 
• Incoming 

Commercial Analyst 
at Roche 

• Economics Major 
• Computer Science 

Minor 
• Management Fellow 
• Avon, Indiana 

 

       
       
       
 

 

Hank Neal ‘19 
• Incoming Summer 

Analyst at Goldman 
Sachs 

• Economics Major 
• Management Fellow 
• Indianapolis, Indiana 

 

 

Abby Hess ‘20 
• Incoming Summer 

Intern at West 
Monroe Partners 

• Economics Major 
• Sociology Minor 
• Management Fellow 
• Clarendon Hills, 

Illinois 

 

       
       
       
 

 

Chris Kelly ‘19 
• Economics Major 
• Mathematics and 

Philosophy Minors 
• Management Fellow 
• Elgin, Illinois 

 

 

Abhishek Sambatur ‘19 
• Economics Major 
• Computer Science 

and Philosophy 
Minors 

• Management Fellow 
• Presidential 

Ambassador 
• Hyderabad, India 

 

       
       
       
 

 

Jasmeet Kaur ‘20 
• Incoming Markets 

Analyst Intern at J.P. 
Morgan 

• Economics Major 
• Honor Scholar 
• Jamshedpur, India 

 

 

Betsy Beggs ‘21 
• Incoming Summer 

Analyst at Goldman 
Sachs 

• Economics Major 
• Computer Science 

Minor 
• Management Fellow 
• Bloomington, Indiana 

 

       
 
Faculty Advisor: Dr. Jeff Gropp, Professor of Economics & Management, Director of the Management Fellows Program 


