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EquityCompass Investment Management, LLC 
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and affiliated SEC registered investment adviser 
of Stifel Financial Corp. EquityCompass offers a 
broad range of portfolio strategies based on its 
research-driven, rules-based investment process, 
which merges traditional investment theory with 
quantitative techniques. SMA portfolios based on 
EquityCompass model portfolios are available 
primarily through affiliated broker dealer, Stifel, 
Nicolaus & Company, Incorporated. As of March 
31, 2023, EquityCompass provided portfolio 
strategies with respect to assets over $4.6 
billion.*
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The first quarter of 2023 got off to a good start if you were an investor in large 
cap technology stocks, as demonstrated by the NASDAQ Composite, up 17.0%. 
This performance has masked the underlying malaise in the broader market, 
which did not meaningfully participate in the technology rally, as evidenced by 
the S&P 500 Equal Weight Index, which was up a more modest 2.4% during the 
quarter.

The dramatic turnaround among large cap technology stocks, off their 2022 
lows, can be attributed to a significant decline in bond yields as well as other 
macro factors. The market’s anticipation that the Federal Reserve (Fed) may be 
nearing the end of its interest rate hiking cycle has driven bond yields lower. 
Financial stress in the banking system that led to two large bank failures during 
the quarter may weigh on the Fed’s ability to raise interest rates significantly 
higher, as financial stability now enters into the decision-making process.

Although inflation appears to have peaked and has begun to gradually come 
down, it still remains persistently high relative to the Fed’s stated target of 2%. 
Short labor supply, wage increases, and resilient service demand continue to 
keep inflation stubbornly higher than the Fed would like. As a result, investors 
may have to get comfortable with the notion that inflation could remain 
somewhat higher than the Fed would normally like for a period of time.

If the majority of the Fed’s monetary tightening is indeed in the rearview mirror, 
then the market is likely to begin to focus on the effects that higher rates will have 
on economic growth and corporate earnings. The consequences of higher rates 
to offset inflation could result in a significant economic slowdown—raising the 
probability of a recession. Monetary tightening has historically had a lag effect 
on the economy and we are now just beginning to see the first signs of this in first 
quarter corporate earnings expectations.

Companies have begun to give cautious guidance about revenue and earnings 
growth for 2023, prompting analysts to lower their forward earnings estimates. 
Two questions looking forward are: (1) where will corporate earnings eventually 
land, and (2) what is the appropriate multiple to assign to these earnings? First 
quarter earnings season should provide a good indication of how the rest of the 
year might play out.

While 2022 was a record year for dividends paid out among S&P 500 
companies, concerns of an economic slowdown in 2023 could result in a slight 
decline in dividend growth rates. However, we expect dividend growth to 
remain more resilient than corporate earnings should a recession occur. We 
believe dividend stocks should continue to provide a potential margin of safety in 
times of economic uncertainty.

The Quality Dividend Fund maintains a more defensive posture with Health Care 
being our largest sector weighting at 18.6%, followed by Consumer Staples at 
15.9%. These two sectors are considered more defensive in nature as we enter 
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Performance data quoted represents past performance; past performance does not guarantee future results. 



a recessionary environment. The balance of the sector weightings are as follows: Financials (15.5%), Information Technology (11.7%), 
Energy (11.3%), Consumer Discretionary (5.3%), Industrials (7.2%), Communication Services (7.1%), Real Estate (3.7%), and Materials 
(3.7%).  

We continue to believe that the past decade’s annual average U.S. equity returns of 16.5%† will most likely be unsustainable going 
forward and have begun to see evidence of this. Since the beginning of 2022, the S&P 500 is down 7.75%, while the Dow Jones 
Industrial Average and NASDAQ have lost 4.05% and 14.05%, respectively. Over the last two years the S&P 500 is up 6.7%, or 3.3% 
annualized. Short-term interest rates continue to provide a viable investment alternative to equities.

We caution investors to expect the current volatility to continue for the better part of 2023 as the market sorts out the effects of the 
Fed’s interest rate hikes on the economy. Dividend stocks can potentially help provide a margin of safety in times of economic stress 
and market turmoil.

Quality Dividend Fund   |  1Q 2023 Commentary

1Q 2023 Commentary

For the Fund's standardized performance, please click here.
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IMPORTANT DISCLOSURES

* Total assets combine both Assets Under Management and Assets Under Advisement as of March 31, 2023. Assets Under Management represents the 
aggregate fair value of all discretionary and non-discretionary assets, including fee paying and non-fee paying portfolios. Assets Under Advisement represent 
advisory-only assets where the firm provides a model portfolio and does not have trading authority over the assets.

† Bloomberg Finance, LP
Performance data quoted represents past performance; past performance does not guarantee future results. The investment return and principal value of an 
investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than original cost. Current performance of the fund may be 
lower or higher than the performance quoted. For performance current to the most recent month-end, please call (888) 201-5799.
Mutual fund investing involves risk, including possible loss of principal. Although the Fund will invest primarily in income-producing equities, the Fund 
cannot guarantee any particular level of distributions. Companies that have paid regular dividends to shareholders may decrease or eliminate dividend 
payments in the future. A fund pursuing a dividend-oriented investment strategy may at times underperform other funds that invest more broadly or that 
have different investment styles.
Real estate investing is subject to special risks, including tenant default, declining occupancy rates, adverse changes in environmental and zoning 
regulations, and falling property values and rents due to deteriorating local or national economic conditions. REIT securities listed on a securities exchange 
may be subject to abrupt or erratic price movements because of interest rate changes and other factors. Non-listed REIT securities may lack sufficient 
liquidity to enable the Fund to sell them at an advantageous time or to minimize a loss. Distributions from REITs may include a return of capital. A REIT that 
does not qualify as a REIT under the Internal Revenue Code (“IRC”) will pay taxes on its earnings, which will reduce the dividends paid by the REIT to the 
Fund. Some REITs are highly leveraged, which may increase the risk of loss. Index performance is not illustrative of fund performance. Please call (888) 
201-5799 for fund performance.
The S&P 500® is regarded as the best single gauge of large-cap U.S. equities. According to our Annual Survey of Assets, an estimated USD 15.6 trillion is 
indexed or benchmarked to the index, with indexed assets comprising approximately USD 7.1 trillion of this total (as of Dec. 31, 2021). The cap weighted index 
includes 500 leading companies and covers approximately 80% of available market capitalization.
The S&P 500 Equal Weight Index is based on the S&P 500. All index constituents are members of the S&P 500 and follow the eligibility criteria for that index. 
The S&P EWI is maintained in accordance with the index methodology of the S&P 500, which measures 500 leading companies in leading U.S. industries. The 
S&P EWI measures the performance of the same 500 companies, in equal weights. As such, sector exposures in the S&P EWI will differ.
The Dow Jones Industrial Average (DJIA) is an unmanaged, price-weighted index that consists of 30 blue chip U.S. stocks selected for their history of 
successful growth and interest among investors. The price-weighted arithmetic average is calculated with the divisor adjusted to reflect stock splits and 
occasional stock switches in the index.
The NASDAQ Composite Index, comprised mostly of technology and growth companies, is a market value-weighted index of all common stocks listed on 
NASDAQ.
The volatility of the indices identified in this report may be materially different from the volatility of the Fund presented by EquityCompass. Indices are 
unmanaged, do not reflect fees and expenses, and are not available for direct investment.
This material must be preceded or accompanied by a prospectus by clicking here.
Any projections, targets, or estimates in this report are forward looking statements and are based on EquityCompass research, analysis, and assumptions made 
by the Adviser.
EquityCompass Investment Management, LLC is a wholly owned subsidiary and affiliated SEC registered investment adviser of Stifel Financial Corp. 
Registration does not imply a certain level of skill or training.
This commentary often expresses opinions about the direction of market, investment sector, and other trends. The opinions should not be considered 
predictions of future results. The information contained in this report is based on sources believed to be reliable, but is not guaranteed and not necessarily 
complete. All investments involve risk, including loss of principal, and there is no guarantee that investment objectives will be met. It is important to review 
your investment objectives, risk tolerance, and liquidity needs before choosing an investment style or manager. Equity investments are subject generally to 
market, market sector, market liquidity, issuer, and investment style risks, among other factors to varying degrees. Fixed Income investments are subject to 
market, market liquidity, issuer, investment style, interest rate, credit quality, and call risks, among other factors to varying degrees.
The specific securities identified and described herein do not represent all of the securities purchased, sold, or recommended to advisory clients, and the 
reader should not assume that investments in the securities identified and discussed were or will be profitable. A complete list of all recommendations made 
by the firm is available upon request. Quality Dividend Fund is distributed by Foreside Funds Distributors LLC, not an affiliate of EquityCompass.
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