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INVESTMENT UPDATE:  COLEMAN FOUNDATION                         Performance as of June 30, 2019 

To: Michael W. Hennessy (MH), Esther Barron (EB), & R. Michael Furlong (MF) 

From:  Daniel B. Wanzenberg (DW) & Alison Fitzgerald (AF) 

Re: Market Update with performance as of June 30, 2019  

Allocation and Performance (please see the asset allocation spreadsheet as of 06/30/2019, which is at 
the end of this report)  

The US based markets continued to perform well in the 2nd quarter as most major asset classes 
saw positive quarters (with the exception of commodities) and most were seeing all time, or 
near all time, highs as June came to a close. Despite a sharp sell off in May over concerns 
between a US-China trade war, markets were supported by strong central banks and the hope 
of reduced trade tension. The S&P 500 index reached an all time high and YTD is the top 
performing index globally, up 18.5%. The Fed did not cut interest rates at its June meeting, but 
did indicate there could be rate cuts ahead. Overall, a very positive June for nearly all 
Developed Market equities has set the tone for most investors to see positive gains in both the 
quarter and YTD, as developed market equities gained 4% and 17%, respectively.  

Global Markets saw similar success in Q2 as Eurozone shares advanced and similar to the US, 
saw solid gains in April and June with May seeing a sharp drop. The European Central bank 
(ECB) President, Mario Daghi, hinted at further monetary policy easing if the inflation outlook 
doesn’t improve soon, while in the UK, equities performed well despite the ongoing Brexit 
discussions and the recent resignation of Prime Minister Theresa May. In Asia, Japan performed 
poorly compared to other developed markets as the yen strengthened, mostly due to 
geopolitically risk, while in Emerging Markets, China suffered due to the ongoing trade tension 
with the US.  

July 31 Update 

The US markets rose again in July but slowed from its breakneck pace as most asset classes saw 
positive but quieter returns. The Federal Reserve lowered interest rates for the first time in 11 years 
(by 0.25%) on the last day of the month, which caused a pullback of almost 1% on the final day of 
trading. The kneejerk reaction by investors expressed worry, as many market participants had been 
hoping for more (0.50%) stimulus and were in turn dissatisfied with Fed Chair Powell’s comments. 
However, many parts of the US economy have slowly improved in 2019 with the jobs market 
recovering from a weak June and 2nd quarter GDP growing 2.1% (quarter-on-quarter, annualized). 
Still, the S&P 500 reached new all-time highs in July, ending up 1.4% and now sitting up 20.2% YTD. 
With earnings season in full swing, and over 60% of S&P 500 companies having reported through 
the end of July and approximately 75% of companies have beaten analyst earnings estimates.  

Global Markets rose in line with US markets in July, as the UK FTSE 100 was the leading world stock 
market, gaining 2.2%, while the Japan TOPIX gained 0.9%, and the MSCI Europe ex UK a modest 
0.2%. In Europe, the European Central Bank (ECB) hinted at a form of quantitative easing soon; 
however, those rumors were overshadowed by the nomination of Christine Lagarde to take over 
from Mario Draghi as the ECB leader at the start of November. Many investors see Lagarde as one 
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of the more dovish options of the potential candidates and she has been vocal about supporting 
Draghi’s accommodative stance on monetary policy. With regards to the future of US and China, 
little was determined in July, but investors remain focused on the Chinese economy and the 2nd 
quarter slowdown in growth due to continued political woes. In the UK, Boris Johnson was 
appointed the new Prime Minister and it came at a time where the British pound was under 
pressure and has now reached lows versus the US dollars (not seen since 2017), as markets 
continue to worry about the potential for the UK to leave the European Union without a deal. 

 

CFI Equity: (Current 71.0% vs. Target 70.0%)  

CFI US Public Equity (review manager commentaries and additional attachments/performance 
attribution) 

 (+/+) Dana:  Large Cap - outperformed the Russell 3000 index (5.15% vs. 3.95%) for the 
second quarter. YTD: 19.40 vs. 18.38 

Small Cap - outperformed the Russell 2000 index (3.52% vs. 1.99%) for the 
second quarter. YTD: 19.40 vs. 18.38 

 (+) In-House Equities:   As of 06/30/19, CFI owned 13 stocks in the In-House Equities (this 
section of our portfolio will be discussed at the BOD meeting) 

 (=) Pinnacle Associates:  Pinnacle underperformed the Russell 2500 index (2.06% vs. 2.84%) 
during the second quarter. YTD: 21.47 vs. 18.97 

 (=) Fuller & Thaler (F&T): The F&T Micro-cap portfolio underperformed the Russell Microcap 
index (-2.52% vs. 0,92%) for the second quarter. YTD: 18.27 vs. 14.15 

 (-) LaSalle Street: The LaSalle Street Small Cap portfolio underperformed the Russell 2000 index 
(2.42% vs. 1.99%) for the second quarter. YTD: 16.52 vs. 16.75 

CFI International Equity:  

(=) Blackrock Passive (MSCI ACWI ex/US):   The MSCI ACWI ex/US index returned 2.98% for the 
second quarter. YTD: 13.60 

(+) WCM Focused International Growth:   WCM Focused Growth outperformed the MSCI ACWI 
ex US Growth index (10.07% vs. 4.35%) for the second quarter. YTD: 24.57 vs. 17.20 

(+) WCM Focused International Value:   WCM Focused Value outperformed the MSCI ACWI ex 
US Value index (7.93% vs. 1.57%) for the second quarter. YTD: 18.57 vs. 10.02 

CFI Private Equity:  

CFI now is invested in eight funds managed by three different firms (Portfolio Advisors, Brickman and 
Hillcrest) in the Private Equity space. 
 
Portfolio Advisors: CFI started investing in these Funds in 2007 and 2008. All three Funds will no longer 
make any major new investments and any remaining commitments will be used as a reserve for existing 
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investments and netted against distributions from each fund as needed. All these Funds are in the 
process of liquidation of their Investments and returning the proceeds to Investors.  

Brickman Real Estate LP (Brickman Fund V, Fund VI, Fund VII and Blackstone Investors) Current 
Estimated MV of Fund V at 6-30-19 is $750,000. Fund V will no longer make any major investments in 
Buildings, only improvements to currently owned Buildings. Fund V is also in the process of liquidation 
of their Buildings over the next several years which will affect the Overall Performance of this Fund.  
Estimated MV of Fund VI at 6-30-19 is $5,010,000. During 2017, CFI committed $5 million to Brickman’s 
Fund VII, and the Fund’s first capital call was in July 2019 for $1.6 million. In June 2019, CFI entered into 
a new Agreement and invested $1.0 million with Brickman Blackstone Investors LLC. 

Hillcrest Credit and Income Fund II, LP: CFI has committed $5 million to this Fund, initial closing 7-28-16, 
which will target a market segment in subordinate debt and preferred equity in high quality real estate 
assets in top U.S. metropolitan markets. CFI is considering this to be a Fixed Income Investment. An 
additional capital call of $795,000 was funded on August 8, 2019.  The remaining unfunded capital 
commitment is $260,000. 

CFI Fixed Income: (Current 26.5% vs. Target 28.0%) 

 (=) Wasmer Schroeder (WS) Traditional: The Coleman Foundation Main account performed in-
line with its primary benchmark, gross of management fees, for the second quarter. The account 
returned 2.52% against 2.25% for the index. YTD: 4.96 vs. 4.43 

(+) Wasmer Schroeder CMBS/Hybrid Account: The MITX account returned a positive 4.58% in 
the 1st quarter. The allocation at quarter-end was 21% preferred stock, 31% corporate bonds, 
47% municipal bonds with the remainder in cash.  

(+) NorthCoast Tactical Income: performed in-line with the Barclays Agg. 3-5 yr. index (2.60% vs. 
2.25%) for the second quarter. YTD: 7.98 vs. 4.43 

(=) Lord Abbett Short Duration Funds – was sold 

(+) Goldman Sachs Broad Street Realty Fund: annualized distributions are providing income at 
approximately 9% (income Return). 

(+) Hillcrest Realty Income: no update 

 

Daniel B. Wanzenberg      Alison Fitzgerald 

_________________________     ____________________ 
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Manager Commentary                                                      Q2 20195 

Dana Investment Advisors 

Market Commentary: 

U.S. equity markets were positive in Q2 while building upon the impressive returns from Q1. This resulted in the 
S&P 500 Index experiencing the best first half of the year since 1997. However, it was not an entirely smooth 
path through the quarter, as many policy issues worked to buffet investor enthusiasm. Early earnings reports in 
April helped allay fears of a possible year-over-year earnings decline for the S&P 500 Index. May then saw equity 
prices drop substantially after a breakdown in trade talks between the U.S. and China. The May sell-off was short 
lived, however, as stocks rebounded strongly in June on market anticipation of future rate cuts by the Fed and 
positive expectations on U.S.-China trade talks at the G-20 meeting. The net result was a solid +4.30% Q2 return 
for the S&P 500 Index, and an even stronger year-to-date return of +18.54%, with the S&P 500 Index reaching a 
new all-time closing high on June 20th. Growth continued to outperform value, and large-caps remained the 
best performing market cap range, all while style and size spreads were narrowed as market breadth continued 
to improve.  

Large Cap  – Strategy Commentary 

The Dana Large Cap Equity Strategy beat its benchmark during the quarter and year-to-date period. The 
Strategy was up +5.15% for the quarter and +19.40% YTD through June, with particularly strong relative 
performance during the market decline in May. The Dana Large Cap Equity Strategy outperformed in 
most sectors, with the strongest relative performance occurring in the Consumer Staples sector. 
Materials was the Strategy’s weakest sector on both an absolute and relative basis. We anticipate 
continued relative strength for the Strategy as market breadth continues to improve, and value narrows 
the gap of underperformance relative to growth. 

SECTOR CONTRIBUTORS 

Consumer Staples – each of the sector holdings outperformed the S&P 500 Index sector average, led by 
a double-digit return from Walmart, Inc. (WMT) 

Health Care – recent additions Thermo Fisher Scientific, Inc. (TMO) and Hill-Rom Holdings, Inc. (HRC) 
had immediate positive influence; avoidance of a handful of significantly weak performers in the large-
cap health care universe led to outperformance in the sector 

SECTOR DETRACTORS 

Materials – after strong performance from Q1, portfolio holdings in the Materials sector declined in 
Q2; economic slowing and falling steel prices negatively impacted Steel Dynamics, Inc. (STLD) 

Utilities – CenterPoint Energy, Inc. (CNP) sagged after an earnings miss and Exelon Corporation (EXC) 
faded in the final week of the quarter 

SELECT ADDITIONS 

Hill-Rom Holdings, Inc. (HRC) – Hill-Rom, the largest manufacturer of hospital beds, is in the midst of a 
replacement cycle, as hospitals upgrade their beds to include capabilities such as patient monitoring 
that is shifting their portfolio towards higher growth and higher margin products; with a below-average 
valuation, there is upside to the multiple as well 
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Walt Disney Company (DIS) – Disney has arguably the best entertainment assets in the world; the 
company is well-managed and the outlook for the business is attractive; theme parks stand to benefit 
from the new Star Wars attractions and increased ticket prices; Disney is also starting a streaming 
product, and with the breadth of their content, is one of the few viable competitors to Netflix 

SELECT DELETIONS 

Constellation Brands, Inc. (STZ) – while Constellation Brands, with beer brands such as Corona and 
Modelo, has consistently grown above industry trends, this growth may slow; margins may decline in 
the core beer business with higher labor and transportation costs, limiting earnings growth 

WellCare Health Plans, Inc. (WCG) – removed after announcement that Centene (CNC) was buying the 
company for a combination of stock and cash; after the announced acquisition, other names in the 
healthcare space had better return profiles 

 
Small Cap  

Strategy Commentary 

 

The Dana Small Cap Equity Strategy posted a +3.52% total return during Q2, outperforming the Russell 
2000 Index return of +2.10%. While the returns for the quarter were quite good, the year-to-date 
returns are even better with the Dana Small Cap Equity Strategy returning +18.79% versus +16.98% for 
the benchmark. Stock selection was strong overall, particularly toward the latter part of the quarter, as 
market participants rewarded higher quality, higher growth and lower valuation factors. This backdrop 
plays to Dana’s strength in identifying stocks with strong relative valuations versus peers. We anticipate 
continued relative strength for the Strategy as market breadth continues to improve, and value narrows 
the gap of underperformance relative to growth. 

SECTOR CONTRIBUTORS 

Real Estate – all Strategy sector holdings COR, APTS, EGP, STAG, and newcomer OUT outperformed the 
Real Estate sector return for the benchmark; interest rate sensitive stocks outpaced other sectors in 
May as equities retreated 

Energy – as crude oil retreated in April and May on slowing growth concerns, small-cap energy stocks 
slid; not owning some of the higher beta domestic exploration & production (E&P) companies added 
alpha; Delek US Holdings, a refining and distribution business led performers 

SECTOR DETRACTORS 

Financials – Universal Insurance Holdings (UVE), Primerica, Inc. (PRI), and Argo Group International 
(ARGO) lagged strong returns from commercial insurance peers in Q2; in commercial banks, CenterState 
Bank (CSFL) and Independent Bank (INDB) underperformed peers  

Materials – the Strategy's chemical holdings detracted from the sector returns overall 

SELECT ADDITIONS 

Albany International Corp. (AIN) – an engineered materials producer serving aerospace and the paper 
industry; misunderstood machine clothing segment in paper is a cash cow business with excellent 
recurrence and >30% EBITDA margins (AIN has 30% of global market); 100% market share for 3D woven 
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composites in new GE LEAP aircraft engine fan blades and cases; LEAP engine growth expected to ramp 
to 2400 engines annually by 2023 

Perficient, Inc. (PRFT) – Information Technology services firm specializing in digital conversions; strong 
pipeline and booking trends since mid-2018; margin strength benefiting from employee utilization; 
management likes small bolt-on M&A deals, has history of immediate accretion 

SELECT DELETIONS 

Ferro Corp. (FOE) – soft end markets in pigments and coatings have driven 2019 revenues and earnings 
estimates lower; better risk/reward opportunities 

Preferred Apartment Communities (APTS) – pressure on comps and occupancy and a high debt load 
have kept a lid on shares as investors weigh interest rate trends; growth by acquisition vulnerable in 
short term as cap rates decline 

 

Pinnacle Associates 

Strengths 

1. Information Technology 
2. Health Care 
3. Industrials 
4. Communication Services 

 

Weaknesses  

1. Energy 
2. Consumer Discretionary 
3. Financials 

 

The Russell 2500 Growth Index returned -20.08%* in the fourth quarter and the Small/Mid Cap portfolio 
outperformed with a total return of -19.42%.   
 
Markets sold off broadly and sharply in the fourth quarter of 2018 due to fears the Federal Reserve 
would raise interest rates too much in the face of slowing global growth.   In addition, risk and 
uncertainty increased regarding a trade deal with China due to the arrest of the CFO of Huawei, China’s 
largest telecom equipment company.   
 
For the quarter, Technology, Health Care, Industrials and Communications sectors generated positive 
relative returns.  In Technology, cable & telecom equipment supplier Arris International jumped 18% 
after it agreed to be acquired by Commscope for $31.75 per share cash.  In another deal, optical 
equipment firm Finisar rose 13% when it agreed to merge with II-VI Inc. (‘Two-Six’) for a combination of 
cash and stock.  II-VI is also held in the portfolio.  Both II-VI and Finisar are emerging competitors in the 
3D sense market which enables facial recognition on consumer devices.  The deal will bring together 
each firm’s 3D sense production capabilities.  Semi-equipment test & measurement supplier Formfactor 
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Inc. was +2% on a better than expected Q3 earnings report and outlook.  Other technology holdings 
including Lam Research, FireEye, and Ambarella contributed as well with single digit declines during the 
quarter.  In Healthcare, Ionis Pharmaceuticals rose 5% on strong sales of its spinal muscular atrophy 
drug Spinraza, partnered with Biogen.  Ionis continues to have one of the deepest drug pipelines as its 
antisense research technology platform advances.  Esperion Therapeutics rebounded 4% after reporting 
positive efficacy and safety results for its final phase 3 study of Bempedoic Acid, its oral cholesterol 
lowering drug.  Esperion is expected to file for approval in Q1 2019.  In Industrials, global power leader 
Cummins Inc. and flight simulator company CAE Inc. outperformed with declines of less than 10%.   
Cummins reported a solid third quarter with healthy market share in a strong class 8 trucking market.   
CAE Inc. with exposure to commercial aviation and defense markets reported better than expected 
revenues and earnings as well as a record backlog.  In Communications, the portfolio’s greater weighting 
in this outperforming sector aided performance.  TV station owners EW Scripps Co. and Tegna Inc. led 
with single digit declines.   Consolidation in this industry continues, as Tribune Broadcasting agreed to be 
acquired by Nexstar Media Group during Q4.   

Negative impacts from the Energy, Consumer Discretionary and Financial sectors partially offset the 
positive performance noted above.  In Energy, our higher weighting (3.02% vs 1.44%) hurt as Energy 
stocks were the worst performing sector during the quarter.  In Consumer Discretionary, Travel & 
Leisure stocks underperformed.   Royal Caribbean and SeaWorld Entertainment gave back some of their 
strong gains in Q3 while Boyd was pressured by a leveraged balance sheet at a time when the market 
was concerned about rising rates.   Lastly in Financials, the portfolio’s lower exposure to this 
outperforming sector, together with somewhat worse stock selection caused a slight drag on 
performance.    

During the quarter, we added to existing positions Aerovironment Inc., nLight Inc., and QEP Resources.  
We reduced weightings in Helmerich & Payne, Integrated Device Technology and World Wrestling 
Entertainment.   

 

Fuller & Thaler 

The second quarter saw positive returns across the overall equity market. In the small-cap index growth 
outperformed value while in the micro-cap area value outperformed growth. 
 
The Micro-Cap strategy had a negative second quarter, returning -2.52% gross of fees underperforming 
versus the Russell Microcap Index return of .92% and underperforming the Russell 2000 return of 2.10%. 

The Micro-Cap Strategy in the second quarter saw underperformance in April and May and 
outperformance in June. Underperformance in the quarter came from stock selection in the energy, 
industrial, materials and technology sectors. The portfolio was less impacted by liquidity in the quarter 
as the above chart displays; returns were mixed across liquidity quintiles. 
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Stocks in both the value and growth portion of the portfolio were major contributors to the 
underperformance. Names that hurt performance included Gain Capital (GCAP), Invacare (IVC), PDL 
BioPharm (PDLI), Verso (VRS), Waitr Holdings (WTRH) and W&T Offshore (WTI). Names that helped 
performance included Cardlytics (CDLX), Boot Barn (BOOT), and Barnes and Noble (BKS). Portfolio 
positioning has not changed in the quarter with a continued underweight in financials and industrials 
and a continued overweight in consumer discretionary and technology. There was one company taken 
over in the quarter, Barnes and Noble (BKS). 
 
There have been several opportunities in the micro-cap area recently, with 6 new stocks added to the 
portfolio in the last quarter; three growth stocks (two earnings surprise stocks and one upgrade) and 
three value stocks (one share buyback, two insider buys) We expect the Micro-Cap Strategy to continue 
to provide superior performance over the long run because of its ability to identify and take advantage 
of mis- priced stocks across a spectrum of industries and sectors due to behavioral bias. 
 

Wasmer Schroeder 

Main Account – 
 

 The Coleman Foundation account performed in line with its primary benchmark, gross of 
management fees, for the 2nd quarter. The account returned 2.58% against 2.59% for the index. 
For the year, the account has returned 5.37% vs. 4.97% for the benchmark.  

 Corporate credit was the best performing fixed income sector for the second quarter in a row 
and the overweight by the strategy contributed to performance. However, the underweight to 
BBB-rated corporate credits hurt performance against the index.  

 Duration management of the portfolio was neutral to the benchmark from both an overall 
standpoint and yield curve placement.  

 Sector allocation at quarter end was 47% corporate bonds, 43% taxable municipal bonds, 2% 
Canadian provinces and a small allocation to securitized bonds with the remainder in cash.  
 

Secondary Account - 
 The MITX account returned 4.30% in the 2nd quarter of 2019. The account has returned 9.08% 

year-to-date.  
 The allocation at quarter-end was 18% preferred stock, 31% corporate bonds, 51% municipal 

bonds with the remainder in cash.  
WCM 

Focused International Growth 

Focused International Value 

To be added 


