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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 managing approximately $160,000 by 
actively investing in the U.S. equity markets. The group’s primary goal is to preserve capital while successfully implementing a 
growth-oriented investment philosophy. An additional purpose is to complement the university’s strong liberal arts curriculum 
with an investment-focused organization while enabling 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 with demonstrated experience in the asset 
management industry. The student-led executive leadership team is responsible for the implementation of the organization’s 
investment strategy by employing a multi-manager approach where eight portfolio managers pursue growth orientated strategies 
within their respective sector-specific funds. As the organization’s presidents and vice presidents manage the amount of capital 
allocated to each fund within the portfolio, portfolio managers are responsible for achieving excess return above their respective 
benchmarks. Collectively, the organization seeks to maximize return and outperform the broader market while operating as a 
portfolio of funds.  

The leadership team is comprised of two presidents and four vice presidents. Presidents are responsible for the implementation 
of investment strategies, approving trades and monitoring risk. Vice presidents are responsible for the successful management of 
the sector-specific funds acting as liaisons between portfolio managers and presidents. Each sector-based fund is managed by one 
to two portfolio managers with the support of several 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 performing due diligence and following companies that are held by both the fund and the fund’s benchmark. 
Analysts are also responsible for 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 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 by capturing sector-based momentum, structural 
and cyclical trends. The portfolio’s sector-specific funds seek capital appreciation based on the identification of company-specific 
strategic advantages by analyzing the operations, financials 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 50 securities 
 Will not allocate more than 5% in an individual holding 
 Will not utilize options or leverage 
 All decisions will be recorded in written proposals containing an investment thesis and acknowledgment of risks 
 Student leadership and faculty advisor must unanimously approve investments 
 Trade confirmations will be signed by portfolio manager(s), organization president(s), and organization’s faculty advisor 

prior to submission to administration 
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Semester Review  
Organizationally, we believe this semester was a tremendous success. Last fall, the DePauw Investment Group completed its 
restructuring and implemented a new investment management process as a portfolio of sub-managed sector-specific funds. After 
the first meeting of the semester, the group began to actively manage the portfolio again as 29 analysts and 10 portfolio managers 
were assigned to the portfolio’s funds based on their experience and sector preferences. While each team of portfolio managers 
and analysts began researching their sectors and companies, the organization’s leadership met to review the portfolio’s historical 
performance and current sector allocations to establish a thesis and investment strategy for the coming semester. After presenting 
their thesis and proposed allocation changes to the broader group, presidents and vice presidents worked with the sector-based 
teams to strategize best execution for the proposed allocation changes. Portfolio managers then collaborated with their analysts 
to review the composition and concentration of their funds with respect to their benchmarks and their directive to divest or allocate 
set amounts of capital. By the middle of the semester, portfolio managers and analysts had written and presented over 50 
investment proposals to broader group. Upon leadership’s review, proposals unanimously approved were then signed by the 
portfolio manager, a president and the faculty advisor to be submitted for trading.  

Throughout the semester, the group continued to meet on a weekly basis to review market trends, the portfolio’s composition, 
and specific events related to major holdings. We were also grateful to hear from and host several notable industry professionals 
and DePauw alumni working in the asset management industry. In sequential order, we would like to extend our sincere gratitude 
to: Corey Minturn ’91, Partner & Institutional Sales Manager at William Blair, Ryan Bauer ’11, National Account Manager, DWS 
Group (formerly Deutsche Bank Asset Management), Tazree Kadam ’15, Asset Management, Goldman Sachs, Kevin Coquillette 
’15, Alternative Investments, Goldman Sachs, Gary Monroe, President & CEO, Riverstone Group, LLC., Scott Kemper ’95, 
Partner & Director, LSV Asset Management, Don Daseke ’61, CEO, Daseke, Inc., and Marvin Flewellen ’85, Senior Director, 
Invesco. As students in the group begin and continue to pursue careers and internships working in the capital markets, we 
appreciated their collective industry insight and professional advice.  

Finally, on May 10th, the investment group’s leadership had the opportunity to present an overview of the organization’s structure, 
portfolio management process and strategic initiatives to the Investment Committee of DePauw’s Board of Trustees. With the 
Investment Committee being comprised of several notable alumni with distinct and successful careers working in the capital 
markets, the investment group’s leadership was grateful for their advice and support for the common goal of complementing and 
leveraging DePauw’s liberal arts curriculum with a student-led organization providing students with an avenue to pursue careers 
in the asset management industry. As I graduate and begin my career in the asset and wealth management industry, I’m looking 
forward to seeing the group continue to grow and develop under next year’s presidents, Brooke Bandy ’19 and Zach Williams 
’19. They both have impressive credentials for the role and more importantly, have the intangible leadership characteristics and 
vision for the organization that will support its prosperity. Looking ahead, I’m excited to see them continue the organization’s 
momentum with DePauw’s class of 2022 coming to campus this fall. 

Sincerely,  

Mitchell DeShurko ’18, Outgoing President 
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Investment Decision Making Process 
The investment group’s structure and investment decision making process is designed in a way to facilitate simultaneous and 
independent portfolio management from the top down and from the bottom up. Presidents and vice presidents rotate capital 
allocated to sector-based funds as portfolio managers and their analysts manage the composition and concentration of their funds. 
This semester, the group streamlined the decision-making process to limit transaction costs. Instead of rotating and rebalancing 
capital between the portfolio’s sector-specific funds without affecting the weights of underlying holdings, the group’s leadership 
passed their top-down theses and target allocations to portfolio managers and analysts who were charged with meeting the 
directive with a bottom-up investment decision-making process. After presidents and vice presidents coproduced their theses on 
sector-specific trends and agreed on target sector allocations, portfolio managers identified industry-specific trends within their 
funds and analysts researched and analyzed companies within their funds and respective benchmarks.  

At the beginning of the semester, the presidents and vice presidents reviewed the portfolio’s historical performance to identify 
and assess the portfolio’s gains and losses. The performance was then contextualized in ongoing global and domestic economic 
trends. Rather than strictly taking a momentum or contrarian approach, the group assessed their sector allocations considering the 
opportunity cost of capital and their stance on which trends were believed to reverse and those believed to continue in the short-
term. The decision making also accounted for the importance of rebalancing and reinvesting returns.  

For example, in the fourth quarter of 2017, the DePauw Investment Group’s Technology fund returned 7.23% and returned 
another 8.26% through the month of January. While the broader market performed exceptionally well as it peaked YTD by the 
end of January, the group saw this as an opportunity to reinvest the Technology fund’s returns into the Industrials fund which 
realized less appreciation over the same period but had potentially strong tailwinds moving into 2018. The group’s presidents and 
vice presidents collectively had a positive outlook for the broader technology sector but agreed there was a divergence in the 
fund’s two main sub-sectors. First, companies related to the Internet of Things (IoT) and second, content-focused companies with 
advertising-based revenue generation. The group recognized a significant share of the fund’s recent return came from the latter 
category and believed there was a smaller probability of the sub-sector continuing to grow at its previous rate compared to the 
former category. Accordingly, the fund’s portfolio managers sold $15,446.02 of companies such as Apple, Inc., Facebook, Inc., 
and Alphabet, Inc., among others, and invested $4,162.69 in Salesforce.com, Inc., Adobe Systems, Inc. and NVIDIA Corporation 
for increased exposure to IoT. The net $11,224.80 outflow was then reallocated to the Industrials fund to approximately double 
its portfolio value from 8.59% to 15.39% of the total portfolio. Despite the mixed influence of geopolitical risk on the sector, the 
investment represented an opportunity to diversify the portfolio’s sector allocations while gaining exposure to companies such as 
Caterpillar, Union Pacific and Deere & Company with a positive correlation to economic growth. Further, investment in 
companies such as General Dynamics, Raytheon and Boeing Co increased the fund’s exposure to announcements of increased 
infrastructure and military spending in the U.S. 

Similarly, the group’s presidents and vice presidents agreed the U.S. business cycle is past its recovery phase and becoming 
increasingly expansionary. Accordingly, $2,422.89 was drawn from the cash balance and invested in the Energy fund to 
approximately double its representation in the portfolio from 2.74% to 5.04% as the group believed the sector underperformed in 
2017 and had the potential to return at least as much as the broader market in 2018 given the sector’s positive correlation with 
economic demand. Further, the group invested $5,237.68 to increase the Financials’ fund value from 15.09% to 18.59% of the 
portfolio’s total value. In addition to broad economic growth, a rising rate environment, announced plans for deregulation and a 
significant corporate tax cut provided strong tailwinds to the pre-existing positive momentum in the economy. The Financials’ 
investments focused on companies with strong balance sheets in the banking sector such as J.P. Morgan & Chase, Morgan Stanley 
and Bank of America Corp as well as financial services companies such as Mastercard, Inc., AIG and Charles Schwab 
Corporation. While the broader financials sector has a positive correlation with economic growth, the Financials’ portfolio 
manager and analysts selected a combination of banks providing capital to companies and financial services companies working 
with individuals to capture diversified exposure to the sector’s role in facilitating economic growth. 
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Spring Semester Trading Activity 

Trade Ticker Name Fund Shares Price Value 
Buy NVDA NVIDIA Corporation Technology 12 $ 220.58    $ 2,647.01 
Buy DE Deere & Company Industrials 15 137.83       2,067.45  
Buy CAT Caterpillar, Inc. Industrials 14 144.07       2,016.97  
Buy GD General Dynamics Corporation Industrials 9 221.38       1,992.39  
Buy WM Waste Management, Inc. Industrials 24 81.37       1,953.00  
Buy MA Mastercard, Inc. Financial 9 171.98       1,547.82  
Buy RTN Raytheon Company Industrials 7 218.79       1,531.50  
Buy BA Boeing Company Industrials 4 327.98       1,311.90  
Buy NEE NextEra Energy, Inc. Energy 8 161.30       1,290.40  
Buy NFLX Netflix, Inc. Consumer Services 4 306.09       1,224.36  
Buy UPS United Parcel Service, Inc. Industrials 11 107.84       1,186.29  
Buy CRM Salesforce.com, Inc. Technology 9 117.45       1,057.09  
Buy AR Antero Resources Corporation Energy 45 19.36          871.42  
Buy BEP Brookfield Renewable Partners Energy 27 30.26          817.01  
Buy KO The Coca-Cola Co Consumer Goods 17 43.05          731.83  
Buy KMI Kinder Morgan, Inc. Energy 45 16.24          730.58  
Buy UNP Union Pacific Corporation Industrials 5 132.35          661.75  
Buy CME CME Group, Inc. Financial 4 161.31          645.26  
Buy AWK American Water Works Company, Inc. Utilities 7 84.40          590.77  
Buy BBT BB&T Corporation Financial 10 53.92          539.19  
Buy DPZ Domino's Pizza, Inc. Consumer Services 2 231.93          463.85  
Buy SJW SJW Group Utilities 8 56.93          455.48  
Buy PNC PNC Financial Services Group, Inc.  Financial 3 144.74          434.23  
Buy ADBE Adobe Systems Incorporated Technology 2 216.50          433.00  
Buy BRKB Berkshire Hathaway, Inc. Financial 2 196.73          393.45  
Buy MS Morgan Stanley Financial 7 53.00          371.03  
Buy JPM JP Morgan Chase & Co. Financial 3 109.97          329.92  
Buy AIG American International Group, Inc. Financial 6 54.98          329.85  
Buy SCHW Charles Schwab Corporation  Financial 6 54.35          326.13  
Buy BAC Bank of America Corporation Financial 9 30.08          270.71  
Buy NKE Nike, Inc.  Consumer Goods 4 66.99          267.98  
Sell IBM IBM Common Stock Technology -2 145.28        (290.55) 
Sell CAH Cardinal Health, Inc.  Health Care -7 62.29        (436.03) 
Sell ORCL Oracle Corporation Technology -10 45.51        (455.05) 
Sell TXN Texas Instruments, Inc. Technology -5 98.37        (491.83) 
Sell CI CIGNA Corporation Health Care -3 170.68        (512.04) 
Sell CELG Celgene Corporation Health Care -6 89.20        (535.20) 
Sell AEP American Electric Power Company, Inc. Utilities -9 68.73        (618.53) 
Sell REGN Regeneron Pharmaceuticals, Inc.  Health Care -2 311.03        (622.06) 
Sell HPQ HP, Inc. Technology -30 21.19        (635.73) 
Sell CSX CSX Corporation Industrials -11 58.96        (648.51) 
Sell AZN AstraZeneca plc (ADR) Health Care -19 35.09        (666.62) 
Sell AVGO Broadcom, Inc.  Technology -3 229.10        (687.29) 
Sell ACN Accenture PLC Technology -5 150.80        (754.00) 
Sell FB Facebook, Inc. Technology -5 159.09        (795.45) 
Sell SO Southern Co. Utilities -18 45.57        (820.28) 
Sell ABBV AbbVie, Inc.  Health Care -10 91.06        (910.60) 
Sell GE General Electric Company Industrials -63 14.60        (919.49) 
Sell COKE Coca-Cola Bottling Co. Consumer Goods -6 166.89   (1,001.34) 
Sell AGN Allergan plc Health Care -7 156.26   (1,093.79) 
Sell NEP NextEra Energy Partners L.P. Utilities -31  40.71  (1,262.01) 
Sell CSCO Cisco Systems, Inc.  Technology -30 43.65  (1,309.50) 
Sell AAPL Apple, Inc. Technology -30 162.16  (4,864.67) 
Sell GOOG Alphabet, Inc. Technology -5 1,015.26  (5,076.32) 
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Portfolio Summary As of: 05/15/2018 
 Value: $ 163,790.45 

 
After presidents and vice presidents met at the beginning of the semester, a decision was made to stay growth oriented but also 
reallocate capital to increase allocations to smaller funds such as energy and industrials. The group maintained a positive outlook 
on both Financials and Technology, remaining heavily concentrated in both while growing other funds. Our thesis on the 
Technology sector benefited the portfolio given its 8.11% YTD return and 1.82% contribution. The Financials return was much 
more muted for the first half of 2018 than expected, but the group reaffirms its position as the largest fund allocation given the 
strength of underlying companies and the broader sector’s involvement in anticipated economic growth. Further, the capital 
contributed to Industrials and Energy resulted in a negative contribution of 10 basis points between the two sectors YTD. While 
the portfolio is still benefiting from its growth oriented positions, we believe the allocations in sectors that benefit from late cycle 
developments will provide stability and the potential for future returns as the economy continues to grow. Finally, the Consumer 
Services position (15.44%) being three times as large as Consumer Goods (4.80%) also benefited the portfolio. Although 
Consumer Goods had the worst fund performance at -13.37%, the difference in weights between the sectors allowed the 
contributions to effectively net out at zero. 

Sector Percent Value YTD Return YTD Contribution 
Financial 18.59%  30,453.58  2.25% 0.34% 
Technology 16.55%  27,100.06  8.11% 1.82% 
Consumer Services 15.44%  25,287.34  5.35% 0.74% 
Industrials 15.39%  25,209.79  -0.78% -0.07% 
Health Care 14.14%  23,166.31  -0.96% -0.17% 
Energy 5.04%  8,256.22  0.99% 0.03% 
Consumer Goods 4.80%  7,860.92  -13.37% -0.75% 
Utilities 3.49%  5,718.23  -7.77% -0.38% 
Cash 6.56%  10,738.00  - - 

 

 

Top 10 Holdings Total: 26.31% 
Ticker Company Weight 
MSFT Microsoft Corporation 4.16% 
AMZN Amazon.com, Inc. 3.85% 
NVDA NVIDIA Corporation 2.55% 
JPM JPMorgan Chase & Co. 2.48% 
BRKB Berkshire Hathaway, Inc. 2.05% 
JNJ Johnson & Johnson 1.91% 
BAC Bank of America Corp. 1.89% 
FB Facebook, Inc. 1.80% 
MA Mastercard, Inc. 1.76% 
BA Boeing Company 1.67% 

0.52%

1.43%

0.46%

0.03%
0.16% 0.28%

-0.30%
-0.05%

-0.50%

-0.25%

0.00%

0.25%

0.50%

0.75%

1.00%

1.25%

1.50%

1.75%

QTD Contribution
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Fund Allocation
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Portfolio Sector Analysis  
 

Following strong market returns and continuing economic growth in 2017, the group recognized the importance of a balanced 
portfolio prioritizing both growth and stability. With a larger than optimal cash position, the group looked to diversify its 
exposure to sectors with differing relationships to the business cycle and companies with attractive valuations and opportunities 
for growth. Accordingly, the increased utilization of capital and the group’s reaffirmed conviction in growth-oriented sectors 
and companies supported the fund’s 1.57% YTD return compared to the S&P 500’s 0.58%.  

Only two of the eight funds, Financial and Consumer Services, outperformed their benchmarks both YTD and QTD. 
Additionally, the Technology fund outperformed the benchmark QTD and the Industrials fund outperformed YTD. In the second 
quarter, the Energy sector gained back value it had lost in the beginning of the year. Accordingly, the Energy fund returned 
0.99% YTD, even with double digit returns of 11.09% QTD. However, in both periods the Energy fund underperformed the 
benchmark highlighting the importance of stock selection moving forward. 

Looking forward, the group remains confident in its top sector allocations. However, the group will consider rotating capital to 
distribute the portfolio according to our thesis on market sentiments and momentum. As interest rates rise and the Fed’s balance 
sheet unwinds while the domestic economy continues to grow, it will be important to identify opportunistic and enduring trends 
driving returns in the broader market. Further, while the group reaffirms its thesis on top sectors, we also recognize the 
performance of sub-funds, and subsequently the broader portfolio, are dependent on the weights of underlying securities.  
 

Sector Analysis 

     
3/31 to 5/15 (QTD) Benchmark Fund  Difference 

 

Financial 2.21% 3.43% 1.22% 
Technology 5.99% 6.20% 0.21% 
Consumer Services 2.25% 3.24% 1.00% 
Industrials 0.60% 0.34% -0.26% 
Health Care 1.89% 0.94% -0.95% 
Energy 14.44% 11.09% -3.35% 
Consumer Goods -5.05% -5.73% -0.67% 
Utilities -0.89% -0.97% -0.08% 

      
12/29 to 5/15 (YTD) Benchmark Fund  Difference 

 

Financial -0.10% 2.25% 2.35% 
Technology 9.58% 8.11% -1.47% 
Consumer Services 3.76% 5.35% 1.59% 
Industrials -1.25% -0.78% 0.47% 
Health Care 0.88% -0.96% -1.85% 
Energy 7.12% 0.99% -6.13% 
Consumer Goods -11.40% -13.37% -1.97% 
Utilities -5.03% -7.77% -2.74% 

1.22%

0.21%
1.00%

-0.26%

-0.95%

-3.35%

-0.67%
-0.08%

-4.00%

-2.00%

0.00%

2.00%

Difference

2.35%

-1.47%

1.59%
0.47%

-1.85%

-6.13%

-1.97% -2.74%

-10.00%

-5.00%

0.00%

5.00%

Difference
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Portfolio Performance Review  
According to our portfolio’s structure, the group’s leadership 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, seven of the top ten returning stocks in the portfolio were also in the top ten of contributing 
stocks for the portfolio. These seven stocks, Netflix, Inc., Adobe Systems Incorporated, Amazon.com, Inc., NVIDIA Corporation, 
Mastercard, Inc., Cisco Systems, Inc., and Intel Corporation highlight the importance of managing the portfolio effectively and 
thoughtfully. They also highlight how strong the technology sector has been in 2018 thus far. While technology 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 the most were split between several sectors. One to note is COKE, a 
bottling company for Coca-Cola products. The Consumer Goods sector chose to sell COKE and buy KO (The Coca-Cola Co) in 
April due to its thesis that the company would be more successful than the bottling company. General Electric Company is another 
stock the group chose to sell in April due to its downfall over the past few years. While the stock is down over 15.70% YTD, it 
contributed -0.11% to the overall portfolio. Further, the group will reassess the consumer goods sector, as it not only lagged the 
benchmark by -1.97% YTD, but the sector realized a -13.37% decline. In addition, the sector accounted for five of the ten bottom 
returning stocks and three of the bottom ten contributing stocks. Another priority is reevaluating the allocations in the energy 
sector. As the broader market becomes more volatile, stabilizing oil prices and increasing global demand from emerging markets 
could prove to be an opportunity. 

As we move into the second half of 2018, 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 fall 2018 semester. 

Individual Security Analysis 

Top Ten Return Bottom Ten Return 
Ticker Company Return Ticker Company Return 

NFLX Netflix, Inc. 69.89% KHC Kraft Heinz Co -24.07% 
ADBE Adobe Systems Incorporated 35.01% COKE Coca-Cola Bottling Co.  -22.47% 
AMZN Amazon.com, Inc. 34.77% PG Procter & Gamble Co -20.60% 
NVDA NVIDIA Corporation 26.90% D Dominion Energy, Inc. -20.40% 
MA Mastercard, Inc. 26.85% CHTR Charter Communications, Inc. -19.54% 
CRM Salesforce.com, Inc. 25.34% PEP PepsiCo, Inc. -19.28% 
BSX Boston Scientific Corporation 19.48% CL Colgate-Palmolive Company -18.29% 
CSCO Cisco Systems, Inc. 18.75% T AT&T Inc. -17.57% 
SPGI S&P Global, Inc. 17.11% REGN Regeneron Pharmaceuticals, Inc. -17.27% 
INTC Intel Corporation 16.81% GE General Electric Company -16.36% 

Top Ten Contribution Bottom Ten Contribution 
Ticker Company Contribution Ticker Company Contribution 

AMZN Amazon.com, Inc. 1.01% PEP PepsiCo, Inc. -0.27% 
MSFT Microsoft Corporation 0.51% JNJ Johnson & Johnson -0.23% 
AAPL Apple Inc. 0.36% PG Procter & Gamble Co -0.20% 
NFLX Netflix, Inc. 0.36% COKE Coca-Cola Bottling Co.  -0.18% 
NVDA NVIDIA Corporation 0.23% T AT&T Inc. -0.17% 
INTC Intel Corporation 0.20% MMM 3M Co -0.16% 
MA Mastercard, Inc. 0.20% WFC Wells Fargo & Co -0.16% 
CSCO Cisco Systems, Inc. 0.19% BMY Bristol-Myers Squibb Co -0.13% 
ADBE Adobe Systems Incorporated 0.17% D Dominion Energy, Inc. -0.12% 
BA Boeing Co 0.14% GE General Electric Company -0.11% 
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Financials Fund Performance Review 

Overview 

After a strong start to the year in January, the Financials fund 
experienced high volatility in February, March and April. 
The sector has performed well the first half of May, however 
changes in Federal policy and interest-rates will continue to 
affect security prices across the sector. 

YTD, the benchmark is slightly negative at -0.10% while the 
fund strongly outperformed at 2.25% YTD. However, most 
of this outperformance occurred at the beginning of the year, 
as the fund trails the benchmark by 127 bps MTD and 122 
bps QTD. Overall, the Financials Fund has contributed 
0.34% to the portfolio this year. 

 
Contribution Analysis 

Although the sector has 19 holdings, the positions are top-
heavy the top 5 holdings comprise 51.72% of the fund’s 
weight. Each of these holdings has a greater weight than any 
company in the benchmark portfolio.  

The fund and benchmark have the same top 5 contributing 
stocks: Mastercard, Inc., Visa, Inc., JPMorgan Chase & Co., 
Bank of America Corp, and Charles Schwab Corporation. 
This highlights both the similarities of the fund and the 
benchmark, but also the fund’s ability to correctly allocate 
capital to strong, established financial companies. 

The fund did not invest in small financial companies and did 
not benefit or suffer from the small cap market movers such 
as XL Group Ltd (57.05%) and CBRE Group, Inc. (-
99.88%).  

Outlook 

The group believes macroeconomic conditions and the 
business cycle will provide favorable tailwinds for the 
Financial sector in 2018. The market is expecting three 
increases in the Federal Funds rate which will sustain the 
sector’s rally by adding margin for lending operations. 
General economic growth increases the demand for 
financing services and therefore broadly benefits the sector. 
Banks also stand to benefit greatly from the new U.S. tax 
laws. While repatriation may not look favorable for the first 
quarter or 2018, after the money is returned to the U.S., banks 
are expected to flourish as the demand for financing 
activities initiatives increases. 

By its composition alone, the fund is well-diversified with a 
blend of banking and non-banking financial corporations. 
However, we also recognize the importance of the stable and 
sound operations considering the regulatory burden faced by 
companies such as Wells Fargo & Co and Deutsche Bank. 
While it is difficult to predict these types of events, we 
understand the importance of understanding the business 
operations of underlying holdings.  
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Financials Fund Summary 
Number of Holdings: 22  MTD Return: 3.57% 
Portfolio Weight: 18.59%  YTD Return: 2.25% 

       
Top 5 Holdings 

Ticker Name     Weight 
JPM JPMorgan Chase & Co.     13.36% 
BRKB Berkshire Hathaway, Inc.      11.02% 
BAC Bank of America Corp     10.15% 
MA Mastercard, Inc.     9.46% 
WFC Wells Fargo & Co     7.73% 

       
Top 5 YTD Return  Bottom 5 YTD Return 

Ticker Name Return  Ticker Name Return 
MA Mastercard, Inc. 26.85%  AIG American International Group, Inc. -10.66% 
V Visa, Inc. 14.98%  WFC Wells Fargo & Co -9.76% 
SCHW Charles Schwab Corporation 14.50%  CB Chubb Ltd -7.97% 
BAC Bank of America Corp 5.76%  GS Goldman Sachs Group, Inc. -5.18% 
JPM JPMorgan Chase & Co. 5.69%  USB U.S. Bancorp -4.59% 

       
Top 5 YTD Contribution  Bottom 5 YTD Contribution 

Ticker Name Contribution  Ticker Name Contribution 
MA Mastercard, Inc. 1.19%  WFC Wells Fargo & Co -1.02% 
V Visa, Inc. 0.83%  CB Chubb Ltd. -0.33% 
JPM JPMorgan Chase & Co. 0.80%  AIG American International Group, Inc. -0.26% 
BAC Bank of America Corp 0.61%  C Citigroup, Inc. -0.17% 
SCHW Charles Schwab Corporation 0.38%  GS Goldman Sachs Group, Inc. -0.16% 
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Technology Fund Performance Review 
 
Overview 

The technology sector remains a driving force in global and 
US economic growth.  Although growth in 2018 has not 
been as strong as the previous year, the fund’s benchmark 
continues to produce strong returns of 9.58% YTD.  The 
positive returns are due in part to the sustained performance 
of Apple, Inc., Microsoft Corporation, Intel Corporation and 
Alphabet, Inc. Furthermore, a strong performance from 
chipmakers and internet service companies such as NVIDIA 
Corporation and Cisco Systems, Inc. also contributed to the 
success. 

The Technology fund underwent a major reallocation, 
shifting the weight of 15 companies, resulting in a 5.99% 
reduction in the fund’s overall portfolio value. After the 
changes, the technology sector now sits as the portfolio’s 
second largest sector at 16.55%. YTD, technology has 
yielded an 8.11% return, underperforming the benchmark by 
147 bps YTD and 24 bps MTD. QTD, the Technology fund 
outperformed the benchmark by 21 bps and continues to be 
one of the strongest returning portfolios for the Investment 
Group. 
 
Contribution Analysis 

Although the fund had strong MTD, QTD, and YTD returns, 
it only outperformed the benchmark QTD. While the fund 
benefitted from concentrated top holdings in well-
performing companies such as MSFT, AAPL and NVDA, it 
had less contribution from FB and CSCO compared to the 
benchmark. All of these companies have been top 
performers in the sector during 2018 thus far. Ultimately, the 
sector’s volatility, in line with the broader market, made the 
fund more vulnerable to poor performing stocks with higher 
concentrations such as IBM Common Stock (-6.31% YTD). 
The fund was also impacted by the poor performance of 
Broadcom Inc and QUALCOMM, Inc.; each contributed 
more loss YTD to the fund than the benchmark.  
Several of the trades made in April benefitted the technology 
fund. For example, the fund increased its allocation in  

 
NVIDIA Corporation from 3.22% to 15.40%. YTD, 
NVIDIA Corporation has returned 26.90%.  More 
importantly, since the trades were made in April, QTD and 
MTD NVIDIA Corporation is up 6.03% and 9.19% 
respectively. Additionally, the fund’s top holding, Microsoft 
Corporation (25.14% of the overall sector weight) 
contributed 2.10% YTD. Finally, the sector has seen 
significant returns from Salesforce.com, Inc., Adobe 
Systems Incorporated, and Intel Corporation. Two trades 
made in April that negatively impacted performance were 
Facebook, Inc. sold $795.45) and Apple, Inc. (sold 
$4,864.67) and both stocks have increased in value since 
those trades.  

 
 
Outlook 

The group remains positive on the US Technology Sector; 
however, we will continue to monitor specific stocks as the 
sector continues to reach record highs. Monitoring stocks 
with extreme growth is key to ensure their valuations still 
support such prices. One step that the fund has taken is 
allocating more capital towards chipmakers like NVIDIA 
Corporation, which produce tangible products of value. Yet, 
as more and more companies in the technology sector are 
focusing on larger trends like Big Data, Artificial 
Intelligence, and IoT, we see a strong potential for growth 
for companies that are embracing these changes like 
Salesforce.com, Inc. and Adobe Systems Incorporated. 
Analysts working with the Technology sector will continue 
to monitor news and trends in the overall industry as this 
sector will rapidly grow in the next few years.  
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Technology Fund Summary 
Number of Holdings: 15  MTD Return: 5.93% 
Portfolio Weight: 16.50%  YTD Return: 8.11% 

       

       
Top 5 Holdings 

Ticker Name     Weight  

MSFT Microsoft Corporation     25.14%  

NVDA NVIDIA Corporation     15.40%  

FB Facebook, Inc.      10.88%  

INTC Intel Corporation     8.16%  

CRM Salesforce.com, Inc.     6.62%  

       
 

Top 5 YTD Return  Bottom 5 YTD Return  

Ticker Name Return  Ticker Name Return  

ADBE Adobe Systems, Inc. 35.01%  QCOM QUALCOMM, Inc. -13.09%  

NVDA NVIDIA Corporation 26.90%  AVGO Broadcom, Inc. -10.82%  

CRM Salesforce.com, Inc. 25.34%  IBM IBM Common Stock -6.31%  

CSCO Cisco Systems, Inc. 18.75%  ORCL Oracle Corporation -0.99%  

INTC Intel Corporation 16.81%  ACN Accenture PLC 0.64%  

       
 

Top 5 YTD Contribution  Bottom 5 YTD Contribution  

Ticker Name Contribution  Ticker Name Contribution  

MSFT Microsoft Corporation 2.10%  QCOM QUALCOMM, Inc. -0.30%  

AAPL Apple, Inc. 1.49%  AVGO Broadcom Inc -0.22%  

NVDA NVIDIA Corporation 1.18%  IBM IBM Common Stock -0.17%  

INTC Intel Corporation 0.81%  ORCL Oracle Corporation -0.04%  

ADBE Adobe Systems, Inc. 0.81%  ACN Accenture PLC 0.02%  
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Consumer Services Fund Performance Review 

Overview 

In the first quarter of 2018, the iShares Consumer Service 
ETF, the fund’s benchmark, gained 2.25%.  Returns in the 
Consumer Service sector were largely attributed to positive 
first quarter earnings announcement from multiple firms. 

The DePauw Investment Group’s Consumer Services fund 
returned 3.24% QTD, outperforming its benchmark by 99 
bps.  Although the fund is outperforming the benchmark 
QTD, last month it underperformed the benchmark by 22 bps 
posting a 0.43% return while the benchmark returned 0.65%.  
Although the fund underperformed the benchmark last 
month, it contributed 0.46% to the portfolio’s QTD 
performance as the portfolio’s third largest sector allocation 
at 15.44%. 

 

 

Contribution Analysis 

Although the fund marginally underperformed its benchmark 
this past month, the QTD and YTD performance was strong 
relative to the broader market and other sectors in the 
portfolio.  Netflix, Inc. provided strong returns in the first 
quarter of 68.89% and contributed 2.20% to the fund 
compared to 1.73% for the benchmark. Netflix, Inc. is at a 
significantly higher weight in the fund compared to the 
benchmark at 9.03% versus 2.47%, respectively. This was a 
deliberate decision by the group, purchasing 4 shares at 
$306.09 to act on our investment thesis of Netflix, Inc. 

  
Compared to the benchmark with 171 holdings, the 
investment group’s Consumer Service fund is significantly 
more concentrated with 20 holdings.  While the fund’s 
concentration avoided losses by companies such as L Brands 
Inc (-44.69%), Beacon Roofing Supply, Inc. (-37.15%) and 
Office Depot, Inc. (-33.90%), the fund missed on gains from 
companies such as Shutterfly, Inc. (85.69%) which led the 
S&P 500 QTD and recently acquired Lifetouch, Inc. 

 

Outlook 

The sector continues to be an active space for M&A and 
innovation as it embraces technology to improve customer 
experience.  Although AT&T, Inc. continues to pose threats 
to the Consumer Service sector, we will be reviewing its 
prospects of capital appreciation with the opportunity cost of 
capital in mind with the continued lawsuit regarding their 
merger with Time Warner, Inc.  Specifically, AT&T’s 
position will be dependent on the ruling in the lawsuit which 
is expected to be on June 12th. Within the sector, two primary 
trends are marked by the competition between Verizon 
Communications, Inc. and AT&T Inc. as AT&T attempts to 
take some programing away from competitors through the 
acquisition of Time Warner.  Moving forward, we recognize 
AT&T and Time Warners volatility and will review the 
weightings in attempt to capture returns and prevent possible 
losses in the near future.   
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Consumer Services Fund Summary 
Number of Holdings: 20  MTD Return: 0.43% 
Portfolio Weight: 15.44%  YTD Return: 5.35% 

       

       
Top 5 Holdings 

Ticker Name     Weight  

AMZN Amazon.com, Inc.     24.93%  

NFLX Netflix, Inc.     9.03%  

HD Home Depot, Inc.     5.95%  

DIS Walt Disney Co.     5.29%  

T AT&T, Inc.     5.20%  

       
 

Top 5 YTD Return  Bottom 5 YTD Return  

Ticker Name Return  Ticker Name Return  

NFLX Netflix, Inc. 69.89%  CHTR Charter Communications, Inc. -19.54%  

AMZN Amazon.com, Inc. 34.77%  T AT&T, Inc. -17.57%  

SPGI S&P Global, Inc. 17.11%  WMT Wal-Mart Stores, Inc. -14.41%  

TJX TJX Companies, Inc. 11.94%  WBA Walgreens Boots Alliance, Inc. -11.03%  

ADP Automatic Data Processing 8.43%  VZ Verizon Communications, Inc. -9.71%  

       
 

Top 5 YTD Contribution  Bottom 5 YTD Contribution  

Ticker Name Contribution  Ticker Name Contribution  

AMZN Amazon.com, Inc. 6.05%  T AT&T, Inc. -1.04%  

NFLX Netflix, Inc. 2.20%  WBA Walgreens Boots Alliance, Inc. -0.57%  

SPGI S&P Global, Inc. 0.43%  WMT Walmart, Inc. -0.53%  

TJX TJX Companies, Inc. 0.31%  VZ Verizon Communications, Inc. -0.52%  

ADP Automatic Data Processing 0.26%  CHTR Charter Communications, Inc. -0.49%  
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Industrials Fund Performance Review 

Overview 

The Industrials sector is starting to pick up steam again after 
falling from its YTD peak in late January. Additionally, 
uncertainty regarding trade talks with China and NAFTA has 
led to volatility in this sector. There have also been delays 
with the proposed infrastructure package leading to less 
growth than previously estimated. 

Continued growth in Emerging Markets has led to increased 
demand for US manufactured goods and agricultural 
products, which are both favorable to the fund. With a YTD 
return of -1.25%, the iShares Industrials ETF, the fund’s 
benchmark, has shown improvement in the past month and 
quarter with returns of 0.60% QTD and 3.03% MTD.   

The DePauw Investment Group’s Industrials Fund yielded a 
QTD return of 0.34%, underperforming the benchmark by 26 
bps, and contributed only 0.03% to the portfolio’s total return 
with a 15.39% allocation. The fund has outperformed the 
benchmark YTD by 47 bps with a return of -0.78% 
 
Contribution Analysis 

YTD performance within the sector was carried by Boeing 
Co (1.36%), Raytheon Company (0.67%), and Union Pacific 
Corporation (0.46%). The fund also added Deere & Company 
to its portfolio this semester, which contributed 0.45% since 
its purchase. The major drag on performance was due to 3M 
Co’s 6.42% sector allocation which contributed 1.82% to the 
fund’s losses YTD (down 14.0% YTD). Prior to trading this 
semester, 3M Co was the fund’s largest holding at 12.51%. 
The fund also exited its General Electric Company position, 
which had -1.24% YTD contribution to the fund at a previous 
allocation of 6.05%  

The fund made multiple changes this semester, including 
adding Waste Management, Inc. from the Consumer Services 
Fund. This move enabled the fund to better match the iShares 
Industrials ETF. Additional shares were then purchased, 
resulting in a -0.15% contribution as the stock depreciated.  

 

 
The fund also sold its position of CSX Corporation, which 
had a YTD contribution of 0.30% from its previous weight of 
4.37%. 
 
Outlook 

The beginning of 2018 has carried global economic growth 
from last year, but the sector’s performance has been seen 
resistance from increasing geopolitical and economic 
uncertainty. The sector has benefited from the passing of the 
tax bill, which should lead to increase capital purchases for 
companies proving a windfall to capital producers in the fund. 
There will be close attention paid to the ongoing trade talks 
as many companies in the fund are susceptible to possible 
retaliatory tariffs on US companies resulting from the 
proposed tariffs on aluminum, steel, and other foreign goods. 
The group believes that the threat of these retaliations is 
overblown leading to our increased position in large exporters 
such as Boeing Co, Deere & Company, and Raytheon 
Company. 

The fund has also continued to be overweight in the 
Aerospace and Defense industries compared to the 
benchmark. We believe the increased geopolitical risk will 
continue to drive sales for these companies. Additionally, the 
current US administration has continued to press for upgrades 
to the current US military equipment. In addition to increased 
spending from U.S. allies, the group sees these trends as 
extremely favorable to our fund. 

The fund has also increased its weight in construction and 
machinery companies by adding Deere & Company and 
increasing our position in Caterpillar Inc. to capture the 
increased demand in this area resulting from the tax bill. We 
also believe that the infrastructure package will pass soon due 
to continued bipartisan support, which will further increase 
demand for these goods. 
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Industrials Fund Summary 
Number of Holdings: 15  MTD Return: 2.95% 
Portfolio Weight: 15.39%  YTD Return: -0.78% 

       

       
Top 5 Holdings 

Ticker Name     Weight 
MMM 3M Co     13.91% 
UNP Union Pacific Corporation     10.90% 
UTX United Technologies Corporation     9.42% 
BA Boeing Company     8.71% 
GE General Electric Company     8.12% 

       
Top 5 YTD Return  Bottom 5 YTD Return 

Ticker Name Return  Ticker Name Return 
BA Boeing Company 16.01%  GE General Electric Company -16.36% 
RTN Raytheon Company 11.47%  MMM 3M Co -14.00% 
CSX CSX Corporation 7.17%  DWDP DowDuPont, Inc. -5.71% 
DE Deere & Company 5.44%  WM Waste Management, Inc. -4.77% 
UNP Union Pacific Corporation 4.62%  HON Honeywell International Inc. -3.92% 

       
Top 5 YTD Contribution  Bottom 5 YTD Contribution 

Ticker Name Contribution  Ticker Name Contribution 
BA Boeing Company 1.36%  MMM 3M Co -1.82% 
RTN Raytheon Company 0.67%  GE General Electric Company -1.24% 
UNP Union Pacific Corporation 0.46%  UTX United Technologies Corporation -0.21% 
DE Deere & Company 0.45%  HON Honeywell International Inc. -0.21% 
CSX CSX Corporation 0.30%  DWDP DowDuPont, Inc. -0.20% 

  



 

 
Overview 

The healthcare benchmark is up 0.88% YTD and 1.89% QTD. 
Although the benchmark has been relatively stagnant this 
year, the Healthcare sector has seen an upwards trend and is 
an advantageous investment for future development due to 
increasingly rapid and constant innovation within the 
industry. 

The DePauw Investment Group’s Healthcare fund returned 
0.94% QTD and underperformed its benchmark by 95 bps. 
Due to a slow start to the year, the fund is down 0.96% YTD. 
Johnson & Johnson, the largest holding in the sector at over 
13%, is down 10.44% YTD. The fund has a larger allocation 
of JNJ than the benchmark (11.34%), which is one cause of 
the fund’s relative underperformance. With 14.14% of the 
portfolio’s total capital, the Healthcare fund contributed 
0.16% to the portfolio’s QTD return. 

The holdings of the healthcare fund consist of the following 
industries: Pharmaceuticals, Healthcare Providers, Medical 
Equipment, and Biotechnology. Due to poor side-effects/trial 
data, recent acquisitions, confrontation with the FDA, loss of 
patent protection, and recent lawsuits, the fund chose to divest 
from Regeneron Pharmaceuticals, Inc., CIGNA Corporation, 
Celgene Corporation, Allergan plc, Cardinal Health, Inc., and 
AbbVie, Inc. Given the current and potential future regulatory 
environment of the industry, the fund determined our capital 
invested in pharmaceutical companies would be better 
allocated elsewhere. 
 
Contribution Analysis 

The fund missed both the biggest losses and gains in the 
healthcare benchmark this year. The benchmark’s bottom 
five YTD returns were all down more than 30%, compared to 
the funds lowest returns being between -13% and -17%. 
Similarly, the benchmark’s five best performing stocks all 
returned over 50% YTD, while the fund’s top stock returned 
less than 20%. However, due to the weighting of these stocks 
in both the benchmark and fund, the contributions of both the 
best and worst performers were similar. UnitedHealth Group,  

 

 
Inc. was the strongest contributor for both the benchmark 
(0.56%) and the fund (0.61%). Additionally, Johnson & 
Johnson had the highest negative contribution in both the 
fund and the benchmark at -1.17% and -1.18%, respectively. 

There are inherent differences between the fund and the 
benchmark. The fund has three holdings with weights above 
10%, compared to Johnson & Johnson being the only fund 
weighted above 10% in the benchmark. Of course, part of this 
stems from the benchmark having over 100 holdings 
compared to the fund’s 20.  

 
Outlook 

Currently, the Healthcare fund consists of 20 holdings and is 
one of the most diversified funds within the investment 
group’s portfolio. Future thought will be given to the number 
of investments in the fund to determine if a high conviction 
strategy with less holdings will be pursued in the future.  
Additionally, we stand by continuing to divest from 
Pharmaceutical holdings because of increasing regulation 
within the healthcare industry. In the short term, the group 
sees other sub-sectors in a better environment for stock 
appreciation. In the future a shift back to Pharmaceuticals 
could occur, as ultimately, future decision making with the 
Healthcare fund will be heavily dependent upon 
governmental legislation, the rise of a new age of Healthcare 
Providers like Amazon.com, Inc. and their effect on pricing, 
technological innovation and its effect on productivity, and 
lawsuits affecting drug companies. The Healthcare sector has 
seen improvement over the course of the last year; in the long-
term, we foresee further room for growth. 
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Healthcare Fund Performance Review 
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Healthcare Fund Summary 
Number of Holdings: 20  MTD Return: 0.33% 
Portfolio Weight: 14.14%  YTD Return: -0.96% 

       

       
Top 5 Holdings 

Ticker Name     Weight  

JNJ Johnson & Johnson     13.50%  

MDT Medtronic PLC     11.29%  

UNH UnitedHealth Group, Inc.     10.34%  

ABT Abbott Laboratories     6.79%  

MRK Merck & Co., Inc.     6.64%  

       
 

Top 5 YTD Return  Bottom 5 YTD Return  

Ticker Name Return  Ticker Name Return  

BSX Boston Scientific Corporation 19.48%  REGN Regeneron Pharmaceuticals, Inc. -17.27%  

TMO Thermo Fisher Scientific, Inc.  10.11%  CI CIGNA Corporation -15.96%  

SYK Stryker Corporation 8.64%  BMY Bristol-Myers Squibb Co -14.65%  

UNH UnitedHealth Group, Inc. 8.64%  CELG Celgene Corporation -14.53%  

ABT Abbott Laboratories 6.08%  BIIB Biogen, Inc. -13.34%  

       
 

Top 5 YTD Contribution  Bottom 5 YTD Contribution  

Ticker Name Contribution  Ticker Name Contribution  

UNH UnitedHealth Group, Inc. 0.61%  JNJ Johnson & Johnson -1.17%  

MDT Medtronic PLC 0.36%  BMY Bristol-Myers Squibb Co -0.69%  

BSX Boston Scientific Corporation 0.32%  BIIB Biogen, Inc. -0.27%  

ABT Abbott Laboratories 0.29%  REGN Regeneron Pharmaceuticals, Inc. -0.25%  

TMO Thermo Fisher Scientific, Inc. 0.25%  CI CIGNA Corporation -0.23%  

  
  



 

 
Overview 

In 2017, the Energy sector was greatly influenced by political 
and environmental challenges. Geopolitical difficulties will 
continue to be influential in 2018, as the United States foreign 
policy and trade policies evolve with a special focus on Iran 
and Russia. The outlook of the Energy sector in 2018 appears 
to be more optimistic as oil prices continued to increase from 
2017, reaching prices over $70. The key aspects impacting 
the industry for 2018 will include whether Organization of 
Petroleum Exporting Countries (OPEC) can abide by the 
established output levels and the pace of U.S. shale 
production growth. Both these factors impact the supply of 
oil, which could ultimately lead to lower prices.  

YTD, the iShares U.S. Energy ETF, the fund’s benchmark, 
gained 7.12%. However, the seven stocks in the sector were 
split: four of the stocks in the fund have positive YTD returns 
while the other three are negative. Due to this, the sector has 
only returned 0.99%. 

The Investment Group’s Energy fund underperformed the 
benchmark MTD, QTD, and YTD. The benchmark 
performed exceptionally well YTD, and with 50% of the fund 
having negative YTD performance, the fund underperformed 
benchmark. Exxon Mobil Corporation has lost over 1% of its 
market value in 2018, and with over one fourth of the energy 
sector’s capital allocated to this stock the fund was at a 
disadvantage.  
 

 
Contribution Analysis 

This past semester, the Investment Group focused on 
diversifying its Energy holdings to mitigate risk and 
increased the fund’s allocation from 2.74% to 4.25% of the 
total portfolio. For this reason, this past spring the group 
purchased shares in NextEra Energy, Inc., Antero Resources 
Corp, Brookfield Renewable Partners and Kinder Morgan, 
Inc. While adding new securities to the portfolio has altered 
the weights of each holding, the group has preserved Exxon  

 

 
Mobil Corporation, Chevron Corporation and Schlumberger 
Limited., as top holdings, as these three companies still make 
up over 50% of the portfolio. Chevron Corporation and 
Schlumberger Limited. both have had strong returns YTD of 
8.31% and 6.34%, respectively. 

To date, the fund did not outperform the benchmark at any 
point. When breaking down the portfolio’s returns by 
security, NextEra Energy, Inc., the largest newly acquired 
holding at 15.39%, has yet to positively impact the fund with 
a holding period return of -1.69%. Antero Resources Corp has 
similar effects with a holding period return of -1.84%. In 
contrast, Brookfield Renewable Partners and Kinder Morgan, 
Inc. have shown promising results with returns of 2.78% and 
1.29%, respectively. The positive returns of Chevron 
Corporation and Schlumberger Limited. were enough to 
ensure a modest increase of 0.99% YTD for the fund. 
 
Outlook 

After restructuring the portfolio last fall and seeing the price 
of oil and gas rising, the Investment Group’s priorities shifted 
to focus on expanding its exposure to the Energy sector. 
While the Energy sector is still volatile and carries 
commodity price risk, it appears the industry has stabilized 
for the time being. Much of this stems from the stability of oil 
prices, which the Investment Group continues to expect for 
the rest of 2018 and into early 2019. As Emerging Markets 
continue to expand production, we expect the global demand 
for oil to continue higher requiring increased production, 
resulting in stable oil prices. The group continues to recognize 
the fact that companies across the energy value chain have 
strong correlations with economic growth, and have been less 
aggressive with capital expenditures compared to 2014 and 
2015. If economic growth expands globally and oil producing 
entities continue to manage production, the group expects the 
fund to be successful for the remainder of 2018.  
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Energy Fund Performance Review 
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Energy Fund Summary 
Number of Holdings: 7  MTD Return: 2.54% 
Portfolio Weight: 5.04%  YTD Return: 0.99% 

       

       
Top 3 Holdings 

Ticker Name     Weight  

XOM Exxon Mobil Corporation     26.75%  

CVX Chevron Corporation     18.86%  

NEE NextEra Energy, Inc.     15.39%  

 
 

  

       
 

Top 3 YTD Return  Bottom 3 YTD Return  

Ticker Name Return  Ticker Name Return  

SLB Schlumberger Limited. 6.25%  XOM Exxon Mobil Corporation -2.21%  

CVX Chevron Corporation 3.63%  AR Antero Resources Corp -1.84%  

BEP Brookfield Renewable Partners 2.78%  NEE NextEra Energy, Inc. -1.69%  
        
        

       
 

Top 3 YTD Contribution  Bottom 3 YTD Contribution  

Ticker Name Contribution  Ticker Name Contribution  

CVX Chevron Corporation 1.14%  XOM Exxon Mobil Corporation -1.04%  

SLB Schlumberger Limited. 0.97%  NEE NextEra Energy, Inc. -0.27%  

BEP Brookfield Renewable Partners 0.28%  AR Antero Resources Corp -0.20%  
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Consumer Goods Fund Summary 

Overview 

The Consumer Goods sector faces strong competition and 
changing consumer preferences in 2018, which is reflected in 
its performance thus far. In the first quarter of 2018, the 
iShares Consumer Goods ETF, the fund’s benchmark, 
suffered a loss of -5.05%.  Returns in the Consumer Goods 
sector were largely attributed to negative first quarter 
earnings announcement from many of the holdings. 

The DePauw Investment Group’s Consumer Goods fund 
returned -5.73% in the first quarter, underperforming its 
benchmark by 68 bps but outperforming the benchmark last 
month by 5 bps posting a -0.96% return. With 4.80% of the 
Investment Group’s capital in the Consumer Goods fund, the 
loss in the sector led to an overall decrease of  
-0.05% in the portfolio QTD performance.  

YTD, the portfolio is down -13.37% while the benchmark has 
lost -11.40%. 

 

Contribution Analysis 

The fund has underperformed its benchmark, as well as the 
broader market.  Nike, Inc. was one of the few companies 
providing a positive return to the fund in the first quarter up 
11.11% and contributing 1.79% to the fund and 0.39% for the 
benchmark.  The investment group’s fund holds a larger 
weight at 22.99% compared to the benchmark’s 3.53%. 

Compared to the benchmark’s 112 holdings, the Investment 
Group’s Consumer Goods fund is significantly more 
concentrated with 8 holdings.  While the fund’s concentration 
avoided losses by companies such as Hain Celestial Group, 
Inc. (-36.97%) and Thor Industries, Inc. (-34.87%), the fund 
missed on gains from companies such as Under Armour, Inc. 
Class A (30.84%) which took advantage of their competitors 
lagging performance in addition to increasing international 
sales.  Although the fund avoided losses from bottom 
holdings in the benchmark, it missed returns from the top 
performers in addition to suffering extreme losses due to the 
high weights of some underperforming stocks. 

 

Outlook 

The sector continues to be an evolving space due to shifting 
consumer demand.  Although firms like Kraft Heinz Co and 
Procter & Gamble Co continue to pose threats to the sector, 
the fund will be reviewing their outlooks as a firm and adjust 
accordingly.  Similarly, Nike, Inc.’s position and weight in 
our fund will also be monitored due to their recent trend of 
strong performance.  Their future will dependent on the 
response to their new product line and their ability to navigate 
the foreign exchange rates.  Moving forward, we recognize 
these apparel companies as strong potential investments tied 
to consumer spending but will continue to review the weights 
and holdings to maximize future returns.   
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Consumer Goods Fund Summary 
Number of Holdings: 8  MTD Return: -0.96% 
Portfolio Weight: 4.80%  YTD Return: -13.37% 

       

       
Top 5 Holdings 

Ticker Name     Weight 
PEP PepsiCo, Inc.     23.40% 
NKE Nike, Inc.     22.99% 
PG Procter & Gamble Co.     15.78% 
CL Colgate-Palmolive Company     10.20% 
KO The Coca-Cola Co.     9.02% 

       
Top 5 YTD Return  Bottom 5 YTD Return 

Ticker Name Return  Ticker Name Return 
NKE Nike, Inc. 11.11%  KHC Kraft Heinz Co -24.07% 
ECL Ecolab, Inc. 8.97%  COKE Coca-Cola Bottling Co.  -22.47% 
KO The Coca-Cola Co. -2.98%  PG Procter & Gamble Co. -20.60% 
ITW Illinois Tool Works, Inc. -12.52%  PEP PepsiCo, Inc. -19.28% 
CL Colgate-Palmolive Company -18.29%  CL Colgate-Palmolive Company -18.29% 

       
Top 5 YTD Contribution  Bottom 5 YTD Contribution 

Ticker Name Contribution  Ticker Name Contribution 
NKE Nike, Inc. 1.79%  PEP PepsiCo, Inc. -4.81% 
ECL Ecolab, Inc. 0.53%  PG Procter & Gamble Co. -3.52% 
KO The Coca-Cola Co. -0.27%  COKE Coca-Cola Bottling Co.  -3.18% 
ITW Illinois Tool Works Inc. -0.92%  CL Colgate-Palmolive Company -1.96% 
KHC Kraft Heinz Co. -1.02%  KHC Kraft Heinz Co. -1.02% 
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Utilities Fund Performance Review 

Overview 

Various political conflicts and volatility in the broader market 
contributed to the utility sector’s underperformance. The 
iShares U.S Utilities ETF, the fund’s benchmark, yielded a -
0.89% return QTD. Furthermore, the year thus far was 
particularly difficult for the benchmark as it fell -5.03 YTD%. 

The DePauw Investment Group’s Utilities Fund returned -
0.97% QTD, underperforming its benchmark by 8 bps and 
contributing -0.05% to the portfolio’s QTD return with a 
3.49% allocation. The fund is down 7.71% YTD, 
underperforming the benchmark by 268 bps. 

 
Contribution Analysis 

All but two of the fund’s holdings had negative returns. The 
sector’s largest holding, Duke Energy Corp, returned -8.54% 
YTD, -.70% QTD and -4.3% MTD.  We believe these 
negative returns will prompt consideration regarding 
reallocation in the future. Moreover, Dominion Energy Inc 
yielded -20.4% YTD, on top of the firm’s negative year in 
2017. The best performing security was SJW Group, at 4.06% 
YTD, however, the security held 8.31% weight within the 
sector weight. It is apparent that the stocks in the chosen 
portfolio were not strong in 2018 and significant analysis 
needs to be done in the future to improve the Utilities Fund 
performance. 
 

Outlook 

Although we view the Utilities fund as a hedge and downside 
protection for the portfolio, fund management is key to 
mitigate any negative contribution to the portfolio. While the 
fund is one of the lowest allocations, there are still strategic 
initiatives to implement to minimize negative contribution to 
the group’s portfolio. For example, diversification would 
allow the fund to maintain its defensive purpose without 
compromising the portfolio’s total return. The Investment 
Group’s executive team must decide if utilizing a high 
conviction approach in this fund is appropriate, or if 
diversification is preferred for downside protection for the 
rest of the portfolio. Looking forward, the group reaffirms the 
Utilities fund as one of our smallest allocations given its yield 
orientated nature and the rising interest rate environment.  
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Utilities Fund Summary 
Number of Holdings: 10  MTD Return: -4.18% 
Portfolio Weight: 3.49%  YTD Return: -7.77% 

       

       
Top 5 Holdings 

Ticker Name     Weight  

DUK Duke Energy Corp     16.14%  

D Dominion Energy, Inc.     13.54%  

EXC Exelon Corporation     12.66%  

AWK American Water Works, Inc.     9.97%  

SRE Sempra Energy     9.20%  

       
 

Top 5 YTD Return  Bottom 5 YTD Return  

Ticker Name Return  Ticker Name Return  

SJW SJW Group 4.06%  D Dominion Energy, Inc. -20.40%  

EXC Exelon Corporation 2.03%  PPL PPL Corp -12.02%  

SRE Sempra Energy -1.57%  ED Consolidated Edison, Inc. -11.83%  

EIX Edison International -2.67%  DUK Duke Energy Corp -8.54%  

AWK American Water Works, Inc. -3.63%  AEP American Electric Power, Inc. -6.59%  

       
 

Top 5 YTD Contribution  Bottom 5 YTD Contribution  

Ticker Name Contribution  Ticker Name Contribution  

SJW SJW Group 0.32%  D Dominion Energy, Inc. -2.61%  

EXC Exelon Corporation 0.19%  DUK Duke Energy Corp -1.14%  

SRE Sempra Energy -0.11%  NEP NextEra Energy Partners, L.P. -1.02%  

EIX Edison International -0.18%  ED Consolidated Edison, Inc. -0.79%  

PCG PG&E Corporation -0.25%  PPL PPL Corp -0.64%  
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Additional Information 
 
 
 
 
Contact information: 
Organization Depauwinvestmentgroup@gmail.com 
Mitchell DeShurko Outgoing President Mdeshurko_2018@depauw.edu 
Ranjit Singh Outgoing President Ranjitsingh_2018@depauw.edu 
Brooke Bandy Incoming President Brookebandy_2019@depauw.edu 
Zach Williams Incoming President Zacharywilliams_2019@depauw.edu 
Abby Hess Vice President Abigailhess_2020@depauw.edu 
Hank Neal Vice President Henryneal_2020@depauw.edu 
  
  
Faculty Advisor 

Jeff Gropp, Professor of Economics and Management 
Director of the Management Fellows Program 

Jgropp@depauw.edu

   

 

 

 

Where we work 
 

*All data as of 5/15/2018.  Benchmark data collected from iShares by BlackRock and portfolio data collected from Google Finance. This report is for 
informational purposes only and should not be considered a solicitation to buy or sell any security. 

 


