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Key Facts & Sta s cs

Wgtd. Avg. of Hldgs.

Investment Vehicle
Minimum Investment
Inception
Benchmark
Number of Holdings
Market Cap ($Billion)
Dividend Yield
P/E (12‐Months Forward)
Earnings Growth (3 Year)

Wrap Program
$35,000
January 2006
S&P 500 TR Index
30
$63.7
2.3%
15.7
11.5%

The Select Quality Growth & Income Por olio (SQLT) seeks to provide capital apprecia on and
income through a diversified por olio of high‐quality stocks. The por olio is best suited for
investors with a long‐term me horizon. The strategy has moderate turnover and the dividend yield
is expected to be in line with the S&P 500.

Investment Process

1
2
3
4

Seek To
Reduce Risk

Generate
Excess Return

Holdings by Market‐Cap
Large Cap
Mid Cap
Small Cap

48.3%
51.7%
0.0%

Sector Alloca on
Information Technology
Consumer Discretionary
Industrials
Financials
Health Care
Consumer Staples
Energy
Telecommunication Services
Materials
Utilities
Real Estate

17.3%
16.2%
14.4%
12.9%
12.6%
9.2%
6.4%
3.2%
3.1%
3.0%
0.0%

Top Ten Holdings by Weight
Symbol
CDW
MAN
JCOM
AXP
WYN
HXL
LOW
AAPL
MDT
SPB

Company Name
CDW Corporation
Manpowergroup Inc
J2 Global Inc
American Express Co
Wyndham Worldwide Corp
Hexcel Corp
Lowes Companies Inc
Apple Inc
Medtronic Plc
Spectrum Brands Holdings Inc

High‐Quality Stocks
Diversifica on
Mispriced Stocks
Dividend Growth

Por olio Manager Commentary
The first quarter of 2017 saw a sharp rota on in performance trends from the fourth quarter
of 2016. Investors shi ed from the Trump trade focusing on poten al infrastructure spending,
deregula on, and tax cuts to visible signs of an improving economy. Growth oriented sectors
Informa on Technology, Consumer Discre onary, and Health Care led market performance
while value oriented sectors such as Telecom, Energy, and Financials lagged. There was also
divergence by market capitaliza on, with the S&P 500 outpacing the S&P SmallCap 600 by a
wide margin. Also notable in the quarter, Federal Reserve policymakers embraced confidence
in the economy and signaled a more aggressive stance in raising interest rates. Amid these
crosscurrents, Select Quality Growth & Income (SQLT) produced solid results in the quarter,
increasing 6.8% gross of fee (6.4% net) versus 6.1% for the S&P 500.
Select Quality Growth & Income is a focused por olio of 30 stocks selected on the basis of
quality fundamentals and opportunis c mispricing. We iden fy mispriced stocks by measuring
changing stock price rela ve to a change in their earnings expecta ons for the next 12‐months.
We believe a wide divergence in this measure is indica ve of stocks that are temporarily and
opportunis cally mispriced. Qualita ve analysis seeks to minimize overt bias to sector
exposure and control for moderate turnover in the por olio. According to Bloomberg, stocks in
the por olio have a current average 5‐year earnings growth es mate of 12% and 3‐year
dividend growth es mates of 10%, which are above comparable measures for the S&P 500.
The dividend yield for the por olio is 2.3%.
Looking forward, prospects for the economy remain favorable and are boos ng expecta ons
for con nued earnings growth. Also, stocks remain a rac ve rela ve to s ll historically low
bond yields. However, market valua ons (i.e., P/E ra os) are elevated and the Federal Reserve
has begun reversing ultra‐low interest rate policies. We remain construc ve on prospects for
stocks but believe returns will moderate from their strong post‐elec on performances.

Growth of $100,000

Data shown from 1/1/2006—3/31/2017

For illustraƟve purposes only and not
intended as personalized recommendaƟons.
Holdings are subject to change.
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Performance Summary

2017 YTD

14.08%
12.36%
13.30%

10.28%
8.65%
8.11%

Q1 2017

9.93%
8.29%
10.37%

6.81%
6.41%
6.07%

16.12%
14.42%
17.17%

Annualized Returns — Periods Ending March 31, 2017

6.81%
6.41%
6.07%

Manages both Quality Dividend &
Select Quality Growth & Income
Quality Dividend: Low vola lity,
conserva ve strategy seeking to
provide asset preserva on, current
income, and growth in income
Select Quality: Moderately
aggressive strategy seeking to
provide capital apprecia on and
income
Larry Baker, CFA
Senior Porƞolio Manager

More than 30 years of investment
experience

1 Year

SQLT (Gross of fees)

Managing Director and Security

3 Years

5 Years

SQLT (Net of fees)

Inception

S&P 500

Analyst – Legg Mason

Vice President and Security Analyst
– Dillon, Read & Co.

First Vice President and Security
Analyst – E. F. Hu on

Educa on

B.S. – United States Military
Academy

Calendar Year Returns
2009
SQLT (Gross of fees) 44.87%
SQLT (Net of fees)
42.53%
S&P 500
26.46%

2010
16.86%
15.17%
15.06%

2011
4.49%
2.90%
2.11%

2012
15.89%
14.08%
16.00%

2013
31.41%
29.42%
32.39%

2014
14.62%
12.84%
13.69%

2015
‐0.23%
‐1.70%
1.38%

2016
14.84%
13.14%
11.96%

Masters in Finance –
Sloan School of Management,
Massachuse s Ins tute of
Technology

Michael S. Scherer
Senior Porƞolio Manager

More than 10 years of investment
experience
Educa on

Risk Sta s cs (3‐Year, Quarterly)
Standard Deviation
Sharpe Ratio
Beta
R‐Squared
Batting Average
Up‐Market Capture
Down‐Market Capture

SQLT
10.40%
0.95
0.92
85.52%
50.00%
97.06%
98.33%

S&P 500
10.41%
0.98
1.00
100.00%
100.00%
100.00%
100.00%

B.A. – College of William & Mary
M.B.A. – Loyola University
Maryland

About EquityCompass
EquityCompass Strategies is a registered
investment adviser and a wholly owned
subsidiary of S fel Financial Corp. We oﬀer a
broad range of por olio strategies based on its
research‐driven, rules‐based investment process,
which merges tradi onal investment theory with
quan ta ve techniques. SMA por olios and
equity‐linked instruments based on
EquityCompass Strategies model por olios are
available primarily through aﬃliated broker
dealer, S fel, Nicolaus & Company, Incorporated.
As of March 31, 2017, EquityCompass Strategies
provided por olio strategies with respect to
assets of approximately $3.0 billion.

Why Invest
 Select Quality Growth & Income seeks to generate returns above the broader
market without taking undue risk.
 The strategy combines selec ve Por olio Manager qualita ve focus with intensive
quan ta ve analysis to meet objec ves of capital apprecia on and income.
 Stock holdings are monitored on an ongoing basis to ensure consistency with the
por olio’s objec ves. Changes are also reviewed for tax eﬃciency.
 The por olio management team, Larry Baker and Mike Scherer, has over 40 years
combined experience and manages the Quality Dividend strategy also available on
S fel’s SCORE pla orm.

PLEASE SEE PAGE 3 FOR IMPORTANT DISCLOSURES.
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DISCLOSURES
Past performance does not guarantee future performance or investment results. Actual performance for a client may diﬀer due to such factors as ming,
economic and market condi ons, cash flows, and client constraints. Performance informa on has been provided by Morningstar Direct.
The performance and sta s cs shown in this profile are calculated based on composite performance beginning January 1, 2006 and ending with the date shown on
this profile. Performance is based upon the asset‐weighted performance of all client accounts invested in this strategy (accounts having investment restric ons may
be removed from the composite for performance calcula on purposes) and is shown on a gross and net of fees basis. Gross of fees means that the figures do not
reflect any deduc ons for investment management fees, trading costs, taxes, or any other costs associated with a managed account. Net of fees means that the
figures reflect deduc ons for investment management fees and trading costs, but do not reflect taxes. As depicted in the benchmark index performance herein,
market returns were generally consistent with strategy returns, although some dispari es exist from me to me. Significant disrup ons in market or economic
condi ons may impact the results portrayed. Any projec ons, targets, or es mates in this report are forward looking statements and are based on EquityCompass
Strategies' research, analysis, and assump ons made by the Adviser. The specific securi es iden fied and described herein do not represent all of the securi es
purchased, sold, or recommended to advisory clients, and the reader should not assume that investments in the securi es iden fied and discussed were or will be
profitable. A complete list of all recommenda ons made by the firm is available upon request.
The Standard & Poor’s 500 Index is an unmanaged, capitaliza on‐weighted index that includes the reinvestment of dividends but does not include adjustments for
brokerage, custodian, and advisory fees. This index is generally considered representa ve of the U.S. large capitaliza on market. Indices are unmanaged, do not
reflect fees and expenses and are not available for direct investment. The S&P 500 Total Return Index seeks to replicate the economic performance of a total return
on the S&P 500. The S&P SmallCap 600 covers approximately 3% of the U.S. equi es market. Measuring the small cap segment of the market that is typically
renowned for poor trading liquidity and financial instability, the index is designed to be an eﬃcient por olio of companies that meet specific inclusion criteria to
ensure that they are investable and financially viable.
This por olio, a part of the S fel Score Program, is a proprietary product developed by EquityCompass Strategies, which is a research and investment advisory unit
of Choice Financial Partners, a wholly owned subsidiary and aﬃliated SEC Registered Investment Adviser of S fel Financial Corp. Please note that the decisions to
purchase, hold, and sell securi es in these strategies are based on a combina on of fundamental, technical, and/or quan ta ve analysis and may diﬀer from the
fundamental analysis used by a S fel research analyst. Due to the poten al for extreme levels of vola lity, the Score strategy men oned herein may only be
appropriate for investors with a high tolerance for risk. An investment in this strategy is subject to market risk, including possible loss of the principal amount
invested. The S fel Select Quality Growth & Income Por olio requires a $35,000 minimum investment.
More informa on on the Score Program is included in the S fel Consul ng Services Disclosure Brochure and Part 2A of the Manager’s Form ADV, which may be
obtained from your Financial Advisor and which further outlines the fees, services, exclusions, and disclosures associated with this program. The informa on
contained herein is believed to be reliable and representa ve of the por olios available through S fel; however, the accuracy of this informa on cannot be
guaranteed. Investors should consider all terms and condi ons before deciding whether the Score Program is appropriate for their needs.

Descrip on of Terms
Ba ng Average
A measure of a manager’s ability to beat the market consistently, the Ba ng Average is calculated by dividing the number of quarters in which the manager beat or
matched an index by the total number of quarters in the period. For example, a manager who meets or outperforms the market every quarter in a given period
would have a ba ng average of 100. A manager who beats the market half of the me would have a ba ng average of 50.
Beta
Beta measures the risk level of the manager. Beta measures the vola lity, or systema c risk, of a security or a por olio in comparison to the market as a whole. In
contrast, alpha measures the nonsystema c return of the por olio, and standard devia on measures the vola lity of a por olio’s returns compared to the average
return of the por olio. A beta equal to one indicates a risk level equivalent to the market. Higher betas are associated with higher risk levels, while lower betas are
associated with lower risk levels. Beta is calculated using regression analysis and can be summarized by the tendency of a security’s returns to respond to swings in
the market. A beta of 1 indicates that the security’s price will move with the market. A beta of less than 1 means that the security will be less vola le than the
market. A beta of greater than 1 indicates that the security’s price will be more vola le than the market. For example, if a stock’s beta is 1.2, it’s theore cally 20%
more vola le than the market. A beta of greater than 1 oﬀers the possibility of a higher rate of return, but also poses more risk.
Down‐Market Capture Ra o
Down‐Market Capture Ra o is a measure of managers’ performance in down markets rela ve to the market itself. A down market is one in which the market’s
quarterly return is less than zero. The lower the manager’s down‐market capture ra o, the be er the manager protected capital during a market decline. A value of
90 suggests that a manager’s losses were only 90% of the market loss when the market was down. A nega ve down‐market capture ra o indicates that a manager’s
returns rose while the market declined. For example, if the market fell 8% while the manager’s returns rose 2%, the down‐market capture ra o would be ‐25%.
R‐Squared
R‐Squared is a sta s c that measures the reliability of alpha and beta in explaining the manager’s return as a linear func on of the market. If you are searching for a
manager with a par cular style, for example a growth manager, you would expect that manager to have an R‐Squared that is high rela ve to a growth index if the
manager has a diversified por olio. If the manager’s return is explained perfectly, the R‐Squared would equal 100, while an R‐Squared of 0 would indicate that no
rela onship exists between the manager and the linear func on. Higher R‐Squared values indicate more reliable alpha and beta sta s cs and are useful in assessing
a manager’s investment style.
Sharpe Ra o
Sharpe Ra o is one of two alterna ve, yet similar, methods of measuring excess return per unit of risk. (The other method is the Treynor Ra o.) In the case of the
Sharpe Ra o, risk is measured using the standard devia on of the returns in the por olio. The Sharpe Ra o relates the diﬀerence between the por olio return and
the risk‐free rate to the standard devia on of that diﬀerence for a given me period.
Standard Devia on
Standard Devia on is a gauge of risk which measures the spread of the diﬀerence of returns from their average. The more a por olio’s returns vary from its
average, the higher the standard devia on. It is important to note that higher‐than‐average returns aﬀect the standard devia on just as lower‐than‐average
returns. Thus, it is not a measure of downside risk. Since it measures total varia on of return, standard devia on is a measure of total risk, unlike beta, which
measures market risk.
Up‐Market Capture Ra o
Up‐Market Capture Ra o is a measure of managers’ performance in up markets rela ve to the market itself. An up market is one in which the market’s quarterly
return is greater than or equal to zero. The higher the manager’s up‐market capture ra o, the be er the manager capitalized on a rising market. For example, a
value of 110 suggests that the manager captured 110% of the up market (performed 10% be er than the market) when the market was up. A nega ve up‐market
capture ra o indicates that a manager’s returns fell while the market rose. For example, if the market gained 8% while a manager’s returns fell 2%, the up‐market
capture ra o would be ‐25%.
To learn more about the Select Quality Growth & Income Por olio, please contact your S fel Financial Advisor.

