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LOGIX SMART VALUE 

SUMMARY 

Logix Smart Value again outperformed the Russell 1000 Value and the S&P 500 in June, extending the strategy's 
significant performance lead year-to-date and demonstrating continued downside protection. Since 2002 
strategy inception, Smart Value's has focused on risk management in the name of long-term outperformance. 

 

STRATEGY UPDATE 

Through June 30th, Logix Smart Value is now -4.14% year-to-date, meaningfully outperforming the Russell 1000 
Value IWD ETF benchmark at -12.95% and the S&P 500 at -19.96%; all numbers are total return and gross of 
fees. Logix Smart Value is ahead of its benchmark over a 1, 3, 5, and 10-year basis, with attractive risk metrics 
consistent with its 20+ year track record. 

From an attribution perspective year-to-date, our relative outperformance was due to stock selection with a minor 
offset from sector allocation. Our stock selection in technology and healthcare provided the highest performance 
benefit, while selections in energy and consumer discretionary were modest negative contributors. 

During a difficult month of June for the broader markets, Logix again protected downside versus its benchmark 
and broader market indices. For additional historical context, in the first six months of 2022, the S&P 500 suffered 
its worst first half in over 50 years and the U.S. Aggregate Bond Index (investment-grade corporate bonds) had 
the weakest start to a year in its' history. 

Interestingly enough, when the S&P 500 fell at least 15% in the first six months of a given year, which includes 
1932, 1939, 1940, 1962 and 1970, it subsequently rose an average of 24% in the second half of the year (source:  
Dow Jones Market Data). While we view that as a potentially positive data point, we also know that every point 
in time is different.  A combination of macro factors, including near-term recession risk, need to be taken into 
account currently. From where we sit in managing the Smart Value portfolio, the take-away is that, with our 
twenty-year track record that includes multiple bear markets, we have used a consistent process in effectively 
navigating the balance between upside and downside capture to deliver performance. 

We continue to actively upgrade the portfolio's risk-return equation given market volatility. June was another 
busy month. In the third week of June, we swapped specialty retail holdings, selling out of Advanced Auto Parts 
(AAP) and replacing it with Lowe's (LOW). LOW complements our existing position in Home Depot (HD) in terms 
of home improvement retailers and continues to show healthy margins in a retail industry segment which has 
largely avoided the dominance of Amazon. LOW has also made progress in its home improvement industry 
professionals segment, a meaningful driver of profitability. As a show of a healthy, shareholder-friendly company, 
LOW recently announced another dividend increase, its fifth in five years (156% total dividend growth over the 
period) and with a low free cash flow dividend payout ratio as well as growing free cash flow, further dividend 
increases are likely. 

On the last day of June, we made adjustments to our financial sector exposure, selling out of Cadence Bank 
(CADE), a regional player in the southern U.S., in the name of upgrading risk-return by adding to Morgan Stanley 
and (re)establishing a position in BlackRock (BLK). We are now equal weight the financial sector versus our 
benchmark, previous to these trades showing a modest underweight. On the heels of Federal Reserve bank 
stress testing, Morgan Stanley recently announced a $20B share repurchase program and an 11% dividend 
increase, an indication of the company's strength moving forward. MS' growth in investment and wealth 
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management (which included acquisitions of E*TRADE and Eaton Vance over the last few years) also is likely 
to provide more stability than traditional areas of focus like investment banking and trading. 

BlackRock was previously owned in the Smart Value portfolio, last sold in May 2020 for a ~30% return over a 
less than two-year holding period. As the largest asset manager in the world with $9.6T in assets, inflows 
continue (Q1 2022 showed $114B of net inflows), driven by attractive product diversity and broader institutional 
focus than asset management peers. Similar to MS above, BLK has increased its dividend six times in six years, 
with an 18% increase in the most recent quarter. The company is sitting on $7B in cash on its balance sheet and 
has modest debt (debt to total capital is about 16%). 

We've talked in recent months about value stock tailwinds vs. growth stocks moving forward (to the benefit of 
Logix Smart Value) and how the last 10 years was a historical outlier. The previous decade represented the 
worst relative performance of value vs. growth in 90 years and the only example of growth outperforming value 
over a full 10-year period (source:  Fama & French data). Year-to-date, the Russell 1000 Value IWD ETF, as 
mentioned above, is -12.95%, while its growth counterpart the Russell 1000 Growth IWF ETF is -28.14%. Even 
with meaningful value outperformance year-to-date, value has plenty of room to catch up, still showing roughly 
half of the returns over the last five years of growth. 

In addition to value, our focus on dividend-paying stocks should be of benefit. As BlackRock recently wrote, 
“Dividend stocks have historically delivered attractive relative returns vs. broad U.S. large-cap stocks following 
conditions we see today”. Their reference to conditions largely addresses moderately tight financial conditions 
and elevated short-term interest rates. BlackRock views the twelve month forward returns for higher dividend-
paying stocks to be around 11% vs. 3% for all large-cap stocks. While Logix Smart Value uses absolute and 
relative yield as an objective valuation metric to find attractive entry points with margins of safety, the result is a 
portfolio yield typically well in excess of the benchmark. Currently, the portfolio's dividend yield is 2.9% versus 
the IWD benchmark yield at 2.3% and the S&P 500 yield at 1.7%. 

We hope you’re enjoying the early part of summer. We are available throughout to answer questions or set up a 
conversation to dig further into the Logix Smart Value invested portfolio.  

Sincerely, 

• Rob Herman, MBA 

• Donald L. Hagan, CFA® 

• Jeffrey Palmer, CIPM® 

• Vick Khoboyan, MBA 

• Steve Zimmerman, MBA 

DH Logix, LLC is registered as an investment adviser with the United States Securities and Exchange 
Commission. SEC registration does not constitute an endorsement of the firm by the Commission nor does it 
indicate that the adviser has attained a particular level of skill or ability. DH Logix claims compliance with the 
Global Investment Performance Standards (GIPS®). GIPS is a registered trademark of CFA Institute. CFA 
Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content 
contained herein. DH Logix has been independently verified for the period March 6, 2002 through December 31, 
2019. The U.S. dollar is the currency used to express performance. Calculation Methodology: Pure gross of fees 
returns are calculated gross of management and custodial fees. Net of fees returns are calculated net of actual 
management fees, transaction costs and gross of custodian (trust) fees. Net of fees returns for wrap accounts 
are calculated net of management fees, transaction costs and all administrative fees charged directly to the client 
by the broker-dealer. To receive a GIPS composite report, contact Jeff Palmer at (216) 861-1148 or email 
jeff.palmer@DHLogix.com.  

Disclosure: *Note that individuals' percentage gains relative to those mentioned in this report may differ slightly 
due to portfolio size and other factors. The data and analysis contained herein are provided "as is" and without 
warranty of any kind, either express or implied DH Logix, any of its affiliates or employees, or any third-party 
data provider, shall not have any liability for any loss sustained by anyone who has relied on the information 
contained in any DH Logix literature or marketing materials. All opinions expressed herein are subject to change 
without notice, and you should always obtain current information and perform due diligence before investing. DH 
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Logix, accounts that DH Logix or its affiliated companies manage, or their respective shareholders, directors, 
officers and/or employees, may have long or short positions in the securities discussed herein and may purchase 
or sell such securities without notice. DH Logix uses and has historically used various methods to evaluate 
investments which, at times, produce contradictory recommendations with respect to the same securities. The 
performance of DH Logix's past recommendations and model results are not a guarantee of future results. The 
securities mentioned in this document may not be eligible for sale in some states or countries, nor be suitable 
for all types of investors; their value and income they produce may fluctuate and/or be adversely affected by 
exchange rates, interest rates or other factors. DH Logix net of fees performance for 2022 year-to-date is -4.40%. 

There is no guarantee that any investment strategy will achieve its objectives, generate dividends, or avoid 
losses. 

LOGIX SMART VALUE 
P: (513) 861 2000 
W: logixsmartvalue.com 


