
Performance plus peace of mind. That’s the First Fiduciary Advantage.

Even with the benefit of a tight labor market and many encouraging economic surveys, the U.S. 

economy continues to grow at a below-trend pace. Domestic and geopolitical uncertainty, including 

the continued debate on healthcare reform and increasingly scary rhetoric from North Korea, may be 

contributing to the year’s sub-par economic activity. This lack of strong economic growth has led many 

investors to place a premium on companies that are growing rapidly, especially those in the 

technology sector, which has resulted in significant outperformance of growth stocks versus their value 

counterparts. While it may be tempting to chase the momentum we observe in growth stocks, we 

believe expectations are currently too high. In our experience, lofty expectations often lead to 

disappointment. We prefer to own high-quality, dividend-paying companies whose lower expectations 

offer the potential for positive surprises. Relative to the overall market, we at First Fiduciary believe our 

value-oriented portfolio is attractive and offers a compelling margin of safety.

Despite the Federal Reserve raising its benchmark rate again in June, the ten-year Treasury rate 

declined by 0.19% during the quarter to 2.21%, in part due to the International Monetary Fund cutting 

its growth forecast for the U.S. Further, the Fed announced that it is likely to start reducing the size of 

its balance sheet “relatively soon.” This presumed lack of stimulus might prove to be a headwind for an 

already lackluster U.S. economy in the second half of 2017. However, one significant positive offset 

could be U.S. tax reform, which continues to be a major talking point of the Trump administration.

2Q17 Contribution Analysis

An analysis of First Fiduciary’s quarterly return compared to the benchmark S&P 500 Value Index 

showed the largest contributor to performance was the consumer staples sector.  The better 

performance of our stocks coupled with our overweight position relative to the index contributed to 

positive contribution to our overall performance.

The greatest detractor from performance for the quarter was in the consumer discretionary sector. Our 

holdings did not perform as well as those of the benchmark and we were overweight the sector, 

resulting in a negative contribution. Among our holdings, the worst performer in the sector was 

Twenty-First Century Fox (FOXA), which fell 12.5% during the quarter. The stock underperformed in 

sympathy with industry bellwether Disney, which announced greater than expected subscriber losses at 

ESPN. Additionally, Fox News received more negative press when another senior employee was fired 

for bad behavior. Despite these temporary setbacks, we continue to think the shares have significant 

upside potential and believe the company’s standing as the #1 cable news network and #1 regional 

sports network offers a great value proposition to consumers.

Portfolio Change

During the quarter, First Fiduciary initiated a position in Capital One Financial (COF). Capital One has 

grown from being strictly a credit card company (“What’s in Your Wallet?”) into a super-regional bank 

with the 8th most assets in the U.S. We believe Capital One’s transition into a full-service bank 

significantly enhances the quality and durability of its business model. Importantly, we believe this 

improved quality is not adequately reflected in the company’s valuation, which offers compelling 

upside from current levels. Additionally, we continue to look for value in out-of-favor sectors where we 

believe our long-term time horizon and patience are allies. 
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