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1Q 2023 Review 

Market Commentary 

For the handful of years that investors were madly in 

love with FAANG stocks (Facebook, Apple, Amazon, 

Netflix, Google) and their kin, staying true to a value 

investing discipline felt like being first in line for losing. 

During those challenging years, we often discussed a 

coming “Value cycle.” That forecast was based on our 

observations about a two-tier market environment that 

still feels reminiscent of the late 1990s Tech Bubble. In 

the same way that over-reactions to negative news 

may create opportunities for value investors, extrapo-

lation of the rapid growth of new technologies may 

lead to excessively high prices for the stocks of the new 

“disruptive” companies that are driving change. As 

dreams give way to economic realities, bifurcated mar-

kets may return to equilibrium with relatively strong 

gains for those who avoided the hype. As can be seen 

below, Value stocks performed relatively well in the 

aftermath of the 1997-99 Tech Bubble. Likewise, over 

the last two years, Value stocks have begun to recoup 

the relative under-performance they suffered during 

the FAANG stock love affair from 2017-20. Interesting-

ly, the ’17-‘20 outperformance of Growth stocks lasted 

longer (four years versus three) and the performance 

differential was even more extreme than what we saw 

during the Tech Bubble. If past is prologue, Value 

stocks might produce a couple more years of outsized 

returns.   

 

Outside of these extreme Growth and Value cycles, the 

returns of Growth and Value stocks, as measured by 

Russell’s indices, were almost identical in the 14 years 

from 2003 through 2016. Investing wasn’t about choos-

ing between Growth or Value; success depended on 

selecting stocks with idiosyncratic characteristics that 

could deliver solid returns in a more stylistically-

agnostic market. That is exactly what we strive to do at 

Poplar Forest.  
 

 

 

 

Portfolio Changes and Positioning 

 

We believe that the portfolio is well positioned in the 

current market environment.  Those companies with 

above average risk characteristics have been re-sized 

to smaller weights and our exposure to non-

investment grade is lower than it has been in a long 

time.  Cash reserves are now in the 5% range which 

gives us buying power should opportunities arise.  We 

still own cyclicals although we have reduced our expo-

sure to them and have held on to those cyclicals that 

we believe 1) are financially strong enough to with-

stand recession and 2) are priced such that long-term 

prospective returns appear to outweigh short-term 

recession risk.  

During the quarter, we added one new investment—

Tyson Foods - to the portfolio, while fully exiting from 

our position in Curtiss Wright.  We continue to believe 

our asset allocation between equities, bonds, and cash 

is consistent with our defensive mindset while provid-

ing  dry powder for opportunities that present them-

selves. 

 

 

 

 

 

 

 

The following paragraphs detail our new positions this 

quarter: 

Tyson Foods: Tyson is a leading provider of beef, 

chicken and pork products.  It has struggled lately as 

drought conditions have reduced cattle supply and re-

duced profitability.  The company has also experienced 

higher costs related to the pandemic.  Overall, oper-

ating margins are weak in all four of its segments.  We 
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view margins as temporarily depressed and find the 

shares attractive (trading <10x earnings) and offering 

an above average dividend yield.  We expect margins 

to improve from improved supply, the company’s cost 

initiatives, and modest sales gains.  

The following paragraphs detail our exited positions 

this quarter. 

Curtiss Wright: Curtiss-Wright is a leading manufactur-

er of Industrial products and technologies serving cus-

tomers in the defense, aviation, general industrial, and 

power end markets.  Following favorable multi-year 

performance trends and an expanding valuation multi-

ple, we exited our position in the company after our 

price target was achieved.  

 

 

 

 

 

 

 

 

1Q 2023 Cornerstone Fund Review 

Top 5 Contributors Bottom 5 Detractors 

Nucor Corp. American Intl. Group 

Reliance Steel & Aluminum Murphy Oil 

Tapestry Inc. CVS Health 

Paramount Global Advance Auto Parts 

AT&T Wells Fargo 

Top Ten Holdings % Wt. 

Intel Corp. 2.8 

United Therapeutics 2.8 

Dow Inc. 2.7 

Philip Morris 2.6 

IBM 2.6 

AT&T 2.5 

Citigroup 2.4 

Perrigo Co. 2.3 

AmerisourceBergen 2.3 

Dollar Tree 2.2 

Asset Allocation 

Equity 

61%

Bonds 

30%

Cash/Other 9%

Attribution 

Composition of sector weightings and fund holdings are subject to change 

and are not recommendations to buy or sell any securities. 
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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 their original cost. Current 
performance of the fund may be lower or higher than the performance quoted. Performance data current to the most recent month end may be 
obtained by calling 877-522-8860.  

Investment performance reflects fee waivers. In the absence of such waivers, total returns would be reduced. The Adviser has contractually agreed to 
waive a portion or all of its management fees and/or pay Fund expenses in order to limit the Net Annual Fund Operating Expenses to 0.91% of average 
daily net assets of the Fund until January 27, 2024. *Inception date is 12/31/14 for Poplar Forest Cornerstone Fund IPFCX. Net expense ratio is 0.90% and is 
applicable to investors. Minimum account size is $25,000. Blended index is comprised of 60% S&P 500 Index and 40% Bloomberg U.S. Aggregate Bond 
Index. 

The Funds’ objectives, risks, charges and expenses must be considered carefully before investing. The summary and 
statutory prospectuses contain this and other important information and can be obtained by calling (626) 304-6000 or 
by visiting www.poplarforestfunds.com. Read it carefully before investing. 

Mutual fund investing involves risk. Principal loss is possible. The funds may invest in debt securities which typically decrease in value when interest 
rates rise. This risk is usually greater for longer-term debt securities. The funds may invest in foreign securities which involve greater volatility and 
political, economic and currency risks and differences in accounting methods. These risks are greater in emerging markets. Investing in small and medi-
um sized companies may involve greater risk than investing in larger, more established companies because small and medium capitalization companies 
can be subject to greater share price volatility. The funds may invest in options, which may be subject to greater fluctuations in value than an invest-
ment in the underlying securities. When the Cornerstone Fund invests in other funds and ETFs an investor will indirectly bear the principal risks and its 
share of the fees and expenses of the underlying funds. Investments in asset-backed and mortgage-backed securities involve additional risks such as 
credit risk, prepayment risk, possible illiquidity and default, and increased susceptibility to adverse economic developments. Diversification does not 
assure a profit, nor does it protect against a loss in a declining market. Earnings growth is not a measure of a fund’s performance.  

Attribution data is sourced from S&P Global Capital IQ. Opinions expressed are subject to change at any time, are not guaranteed and should not be con-
sidered investment advice. Poplar Forest Capital LLC is the advisor to the Poplar Forest Partners Fund and the Cornerstone Fund, both of which are distrib-
uted by Quasar Distributors, LLC. Basis Point (bp) is a value equaling one one-hundredth of a percent (1/100 of 1%). Bloomberg U.S. Aggregate Bond Index 
is a broad-based fixed-income index used by bond traders and the managers of mutual funds and exchange-traded funds (ETFs) as a benchmark to meas-
ure their relative performance. Earnings Per Share (EPS): is the net income of a company divided by the total number of shares it has outstanding. Divi-
dend Yield: Represents the trailing 12-month dividend yield aggregating all income distributions per share over the past year, divided by the period ending 
fund or stock share price. It does not reflect capital gains distributions. EBITDA: Or earnings before interest, taxes, depreciation, and amortization, is a 
measure of a company’s overall financial performance and is used as an alternative to net income in some circumstances. Free Cash Flow (cash flow): is 
equal to the after-tax net income of a company plus depreciation and amortization less capital expenditures. Price/Earnings (P/E) Ratio: is a common tool 
for comparing the prices of different common stocks and is calculated by dividing the earnings per share into the current market price of a stock. The 
Russell 1000® Value index: measures the performance of the Russell 1000’s value segment, which is defined to include firms whose share prices have 
lower price/book ratios and lower expected long/term mean earnings growth rates. The Index is unmanaged, and one cannot invest directly in the Index. 

The S&P 500® Index: is a market-value weighted index consisting of 500 stocks chosen for market size, liquidity, and industry group representation. Yield 

curve is a line that compares the yield of bonds of equal quality but different maturity dates. In general, bonds with longer maturity dates offer higher 
yields than bonds with shorter maturity dates, thus producing an upward sloping yield curve.  
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1Q 2023 Cornerstone Fund Review 

Total Return % Average Annual Total Return % 

Performance as of 3/31/2023 

 QTR YTD 1 YR 3 YR 5 YR ITD* 

Investor Shares (IPFCX) -0.22 -0.22 -3.72 20.97 7.35 6.51 

S&P 500 Index 7.50 7.50 -7.73 18.60 11.19 10.81 

60/40 Blended Index 5.67 5.67 -6.25 9.90 7.34 7.16 

Expense Ratio: 1.44% (Gross)/0.90% (Net)  

Disclosures 


