
FOURTH QUARTER 2023 | PORTFOLIO COMMENTARY 

LIBERTY PORTFOLIOS™ 
ACCUMULATION SERIES  

 

Securities and Investment Advisory Services offered through Founders Financial Securities, LLC. Member FINRA, SIPC and Registered Investment 
Advisor. This material contains the opinions of the author(s) but not necessarily those of Founders Financial Securities, LLC and such opinions are 
subject to change without notice. This material has been distributed for informational purposes only. Forecasts, estimates, and certain information 
contained herein are based upon proprietary research and should not be considered as investment advice or a recommendation of any particular security, 
strategy, or investment product. Founders Financial’s investment strategies are subject to risk including, general market risk, currency fluctuations, and 
economic conditions. Information contained herein has been obtained from sources believed to be reliable but is not guaranteed. Investors should consult 
their financial, tax, and legal advisors before making investment decisions. Past performance results are no indication of future returns, and all 
investments may result in loss of principal.  

 

PORTFOLIO POSITIONING 
• Within the Core Equity allocation, we are balanced between the value and growth investment styles. We also have a 

preference for more established growth companies with strong balance sheets and resilient earnings alongside 
companies with a history of consistently paying and growing dividends. 
 

• Within Core Fixed Income, we allocate to funds that provide broadly diversified exposure to investment grade bond 
markets and generally maintain a credit quality and duration profile similar to the Bloomberg U.S. Aggregate Bond 
Index.   
 

• In the Satellite allocation, we combine equity-focused strategies that allocate across large-, mid-, and small-cap 
companies globally. We currently maintain outsized exposure to funds with a quality orientation alongside smaller 
allocations to specialty or niche strategies, including innovative growth companies and natural resources. We believe 
the combination of these strategies offers attractive risk/reward characteristics and compelling long-term growth 
potential. 
 

RECENT CHANGES 
During 3Q23, we increased the Core Equity allocation and reduced the Satellite allocation. Our mix of Core/Satellite now 
stands at 56%/44% for the Aggressive Accumulation portfolio and 58%/42% for the Growth Accumulation portfolio. 

Within the Core Equity allocation, we made the following changes in the past year: 

• In September of 2023 we increased exposure in both the Aggressive and Growth Accumulation portfolios to U.S. 
large capitalization companies that we believe are better positioned in the current economic environment. We also 
reduced exposure to small- and mid-capitalization U.S. companies in both portfolios as we believe these holdings are 
more exposed to the risks posed from slowing economic growth and rising interest rates.  

In the Satellite allocation, we made the following changes over the past two quarter: 

• In September of 2023 we removed Akre Focus and added Eaton Vance Atlanta Capital Focused Growth. Akre Focus 
has lagged its peer group in terms of performance for the past several years, and we lost conviction in their 
investment thesis following significant turnover on their portfolio management team. Atlanta Capital Focused Growth 
is a quality growth equity fund emphasizing quality, large-cap stocks with sustainable earnings potential. We believe 
this fund is well positioned to capture long-term returns via its conviction in high quality companies with earnings 
durability and stability across the cycle. 
 

• In September of 2023 we modestly reduced exposure to Nuance Concentrated Value, GMO Natural Resources, ARK 
Innovator ETF, and Boston Partners All Cap Value in order to rebalance our Core/Satellite Exposure and further 
reduce our mid-cap and small-cap equity allocation.  

In December 2023, we rebalanced the portfolios to ensure allocations remain consistent with our intended targets. 

RATIONALE 
We believe that U.S. economic growth still has the potential to slow in the coming quarters. We remain unconvinced that the 
effects of the Federal Reserve’s rate-hiking campaign over the last two years have fully manifested in the economy. While 
recent domestic economic data has been extremely promising, demonstrating remarkable strength and resiliency, we 
anticipate some degree of slowdown in growth as higher interest rates continue to influence economic activity. As such, we are 
placing emphasis on quality companies with robust balance sheets and resilient earnings, believing they are better positioned 
to navigate an uncertain economic backdrop. Additionally, we expect that companies with a history of growing dividends will 
perform relatively well in this environment. 

We believe U.S. equity markets are better positioned to generate earnings growth amid a potential slowdown in economic 
activity than their international counterparts, which tend to be more cyclical and economically sensitive.  Based on this view, 
we remain overweight U.S. stocks relative to their international counterparts. 
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Within the Satellite Equity allocation, we also have a quality theme through our holdings of Nuance Concentrated Value and 
Atlanta Capital Focused Growth, which own quality-oriented companies in the value and growth spaces, respectively. We 
couple these positions with a significant allocation to one of our highest conviction managers, Boston Partners All Cap Value.  
We also maintain smaller allocations to specialty funds that primarily invest in companies in the technology and health care 
sectors with high long-term growth potential, namely ARK Innovation and PRIMECAP Odyssey Aggressive Growth, alongside 
an allocation to the natural resources sector through GMO Resources.    
 
Within Core Fixed Income, we allocate to funds that provide broadly diversified exposure to investment grade bond markets 
and generally maintain a credit quality and duration profile similar to the Bloomberg U.S. Aggregate Bond Index. The current 
holdings are J.P. Morgan Core Bond and Baird Core Plus Bond.   

 

ALLOCATION BREAKDOWN 
 
Below is a breakdown of our allocations as of quarter-end: 
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PERFORMANCE REVIEW 
The Liberty Accumulation portfolios experienced a positive return in Q4 due to a significant broad-based rally across equity 
and fixed income markets. The fourth quarter commenced slowly in October, with equity markets declining as investor 
confidence waned amidst concerns about a prolonged high-interest rate environment. However, improved third-quarter 
economic data and job reports, coupled with easing inflation, revived investor confidence in November. Additionally, the 
Federal Reserve pivoted to a more dovish stance on monetary policy, signaling the end of their rate-hiking campaign and 
opening the door to the possibility of rate cuts in 2024. This shift in the Fed's rhetoric along with the positive economic news 
led to a decline in interest rates, powering the market to rally strongly into year-end. 

Fixed income benefited significantly from the decline in interest rates. In fact, November was the best month for the 
benchmark Bloomberg U.S. Aggregate Bond Index in nearly 40 years. The 10-year Treasury yield fell from 4.59% at the 
beginning of the quarter to 3.88% at quarter end, which essentially matched the 10-year yield at the beginning of 2023.  

The following were key contributors to and detractors from performance, on a relative basis, during the quarter.  
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• Within the Core Equity allocation, Vanguard 

Growth Index outperformed this quarter as 
technology was the leading sector within the S&P 
500 again this quarter.  The magnitude of Growth 
outperformance compared to Value was less this 
quarter compared to earlier in 2023 as market 
performance broadened out on increased 
investor optimism the U.S. economy successfully 
achieving a soft-landing.    

• Within the Core Equity allocation, Fidelity Mid 
Cap Index and iShares Core S&P Small-Cap 
ETF outperformed the large cap U.S. sector. 
Smaller and mid-sized companies often maintain 
higher leverage and therefore benefit from lower 
interest rates to a greater extent than larger 
corporations. 

• Within the Satellite allocation, ARK Innovation 
ETF and Eaton Vance Atlanta Capital Focused 
Growth led returns. Both funds are extremely 
growth oriented and benefitted immensely from 
tailwinds in that sector in Q4. ARK Innovation 
ETF was the top performing fund in the entire 
portfolio. Also, Nuance Concentrated Value 
bounced back in 4Q23 after a challenging first 
nine months of 2023 and was one of the top 
performers in the segment.  The fund has a slant 
towards mid-sized companies, which benefited to 
a greater extent from the decrease in interest 
rates during the quarter.   
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• In the Core Equity allocation, emerging markets 
were a relative underperformer for the portfolio, as 
the ongoing economic situation in China has 
continued to pressure the space. 
 

• Bond markets gained during the quarter but less so 
than their equity counterparts. The performance of 
the Core Fixed Income allocation was in line with 
the benchmark Bloomberg U.S. Aggregate Bond 
Index. Fixed-Income managed its best quarter of 
the year, with solid positive gains largely fueled by 
declining interest rates. 
 

• In the Satellite allocation, GMO Resources 
recorded a modest positive return however, results 
lagged the broader market gains. The fund invests 
primarily in natural resources companies and 
navigated the current environment relatively well 
considering Energy stocks were the worst 
performing sector in the S&P 500 and was the only 
group that declined during 4Q23. The key driver of 
the weakness in Energy stocks was lower oil prices 
as production increased and demand was lower 
than anticipated, especially from China.  

 

ABOUT THE ACCUMULATION SERIES  
Liberty Portfolios™ are comprehensive investment strategies designed to meet the important needs of investors across the 
key phases of financial planning. These portfolios are constructed through a core and satellite approach that provides 
enhanced diversification through the integration of multiple investment methodologies. The Accumulation Series is designed 
for investors seeking to grow and compound their investable assets over the long term and who have minimal need for current 
income. 
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