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Equity investors experienced a wild ride in the third quarter. 
After a solid start in July, we witnessed a sharp swoon in 
August as trade tensions again took center stage. The S&P 
500® Index posted declines of nearly 3% on August 5th and 
August 14th as volatility surged. Fortunately, the damage was 
mitigated by a late August rally followed by a decent 
September. In the end, the S&P 500 Index finished the quarter 
up 1.70% while the Russell 2000® Index was down 2.40%. 
Year-to-date, the S&P 500 Index and Russell 2000 Index 
finished the period up 20.55% and 14.18%, respectively. 

All of our funds outperformed their benchmarks during the 
quarter. While one month typically isn’t worth highlighting, we 
are also pleased to report our funds again held up better than 
their benchmarks in August during market tumult (the same 
held true during periods of volatility in May). While we never 
enjoy pullbacks, we do strive to demonstrate less risk than the 
broader market. On a year-to-date basis, three of our 
strategies are nicely outperforming their benchmarks, while 
the other two are lagging. 

Slowing economic growth, an intensifying trade war, a 
partially inverted yield curve and negative interest rates in 
many parts of the world seem to be suggesting deflationary 
pressures and/or rising chances of a recession. According to 
the Wall Street Journal, a recent survey of economists put the 
odds of a recession at 35%. True to form, the media has 
latched onto recent volatility to double down on calls for bad 
outcomes. It often seems the greatest risk is talking ourselves 
into a recession. For the moment, economic growth actually 
remains decent as evidenced by 2.0% GDP growth in Q2 and 
calls for 1.9% growth in Q3.

Economic worries and falling long-term interest rates have 
renewed pressure on the Federal Reserve to lower short-term 
rates. Indeed, the Fed lowered rates 0.25% at its September 
meeting and most economists expect one more rate reduction 
by year end. “Easy” policy could provide support to equities, 
although we note the Fed has less room than in prior easing 
cycles. The current fed funds rate is 2% as opposed to 5-6% 
at the beginning of the last two easing cycles. Put differently, 
the efficacy of monetary easing may be exhausted at some 
point. 

Then there’s the “TINA” argument. In other words, “there is 
no alternative” to stocks and other risk assets if looking for 
decent returns in a world of ultra-low interest rates. Most 
would certainly rather borrow money than lend it in this cheap 
money environment. True, low rates should support equity 
valuations and the market’s current forward price-to-earnings 
ratio of 16.9x (or an earnings yield of 5.9%) actually looks 
reasonable in the context of 10-year Treasury rates at 1.7%. 
However, this argument breaks down if rates are low because 
they portend a recession. 

Where do these contradictory signals leave us? We have no 
idea what the near term holds and expect trade talks and 
political chicanery may induce periodic volatility. But, we are 
sticking by our case for more moderate returns in coming 
years. This seems to be in the early stages of coming to 
fruition. While markets are up nicely year-to-date, they are 
essentially flat over the past year. 

This type of environment should play to our strengths. We 
think stock selection could become more critical. At this point 
in the cycle, being valuation sensitive and watching out for 
high risk situations may matter more than it has for much of 
this decade. We are seeing indications of this, as the red-hot 
initial public offering (IPO) market of Q2 cooled significantly 
in Q3. 

Market Returns Q3 2019 YTD

U.S. Large Caps 1.70 20.55

U.S. Mid Caps 0.48 21.93

U.S. Small Caps -2.40 14.18

International Developed Markets -1.07 12.80

Emerging Markets -4.25 5.89

Intermediate Term Bonds 1.37 6.41

Source: Morningstar Direct. Please see Important Disclosures on last page 
for index definitions.
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Davenport Core Fund
DAVPX

Past performance is no guarantee of future results. 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 may be lower or higher than 
the performance data quoted. Performance data, current to the most recent month end, may be obtained by calling 1-800-281-3217.

*Returns greater than one year are annualized. *The S&P 500 Index is comprised of 500 U.S. stocks and is an indicator of the performance of the overall 
U.S. stock market. Standard & Poor’s Financial Services LLC, a division of S&P Global, is the source and owner of the registered trademarks related to the 
S&P 500 Index. An investor cannot invest in an index and its returns are not indicative of the performance of any specific investment. 

The Davenport Core Fund (DAVPX) posted another 
strong quarter in Q3, building on the first half of the year’s 
strength. The Core Fund returned 2.80%, ahead of the S&P 
500® Index’s 1.70% advance. Year-to-date, DAVPX is up 
24.63%, versus 20.55% for the S&P 500 Index.

Solid outperformance was driven by individual stock 
selection. Sherwin-Williams Co (SHW), Martin Marietta 
Materials Inc (MLM), CVS Health Corp (CVS), American 
Tower Corp (AMT), Brookfield Asset Management Inc 
(BAM) and Markel Corp (MKL) were all standout performers 
for us. It was also nice to see a name that we highlighted 
last quarter, Marathon Petroleum Corp (MPC), catch a bid 
as a prominent investor called for a breakup to realize its 
sum-of-the-parts value. Our underweight stance in the 
Utilities sector was a drag as defensive stocks continue 
to perform well, amidst lower interest rates and signs of 
slowing global growth. 

In the banking sector, we sold our position in Citigroup 
Inc (C) and added to our position in JPMorgan Chase & 
Co (JPM), in an effort to increase the quality of the fund. 
We also purchased two new positions: TJX Companies Inc 
(TJX) and Charles Schwab Corp (SCHW). 

TJX is a leading off-price retailer of clothing, accessories, 
and home fashions with 4,300 stores under the T.J. 
Maxx, Marshalls, and HomeGoods brands. We expect the 
company to continue to be a winner in the changing retail 
landscape as customers love bargains and the “treasure 
hunt” experience at the company’s stores, driving market 
share gains. TJX leverages an extensive merchandising 
operation and proprietary inventory management system 
to maintain a rapidly changing product assortment at 
significant discounts across its banners. The company has 
posted positive same store sales growth for 23 consecutive 
years (only one down year in its 40+ year history) and has 
ample opportunity to continue to expand its store base. 
We also believe the stock is somewhat counter cyclical 
as consumers typically trade down to discount stores in 
recessions. TJX trades at ~20x forward EPS, slightly above 
its 5-year average. While we don’t anticipate multiple 

expansion from here, we expect the company to compound 
earnings at a double-digit pace for the foreseeable future. 
The company has an A+-rated balance sheet and has 
grown its dividend at a 22% rate over the past five years to 
a current yield of 1.7%.

Schwab is a multifaceted financial services company in 
the U.S. with ~$3.5 trillion in total client assets. Lower short-
term interest rates have weighed on the stock, and we think 
have presented an attractive buying opportunity. Organic 
growth remains strong (more than 100K new accounts 
have been opened for 28 consecutive months) and capital 
return is becoming a more important part of the story. The 
Board has recently taken actions on both the dividend 
(31% hike, current yield 1.8%) and buyback fronts ($4.0B 
authorization in January or 8% of current market cap). The 
current valuation of 14.5x forward EPS is at trough levels 
over the last two decades and is seven multiple points 
below its 5-year average of 22.0x. This valuation looks 
quite attractive considering SCHW’s A-rated balance sheet 
and 20% returns on equity. Recently, an announcement 
to eliminate commissions for US ETFs and equities has 
pressured shares, highlighting the competitive nature of 
the industry. This should cause revenues to drop by 3-4%. 
Nevertheless, we view this business as a scale game, and 
with SCHW’s dominance, we suspect they will be able to 
regain some of this revenue over time through less visible 
fee streams and a growing asset base. 

In sum, we remain pleased with the fund’s performance 
year-to-date and over the past trailing twelve months 
(which encompasses the aggressive 4Q18 market selloff). 
We continue to hold a modestly elevated cash balance at 
5% of the fund. We believe the actions taken this quarter 
are consistent with our aim of continuously improving the 
fund’s risk/reward profile. We look forward to reporting 
back at year end.

The following chart represents Davenport Core Fund (DAVPX) performance and the performance of the S&P 500 Index, the Core 
Fund’s primary benchmark, for the periods ended September 30, 2019.

Q3 2019 1 Year 3 Years* 5 Years* 10 Years*
Since Inception* 

1/15/98
Core Fund (DAVPX) 2.80 8.17 12.78 10.22 12.49 7.13
S&P 500 Index 1.70 4.25 13.39 10.84 13.24 7.41
30-Day SEC Yield: 0.32%; Expense Ratio in current prospectus: 0.89%
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Recent Purchases

Charles Schwab Corp (SCHW) - The prospects for lower 
short-term interest rates and the recent decline in long-
term yields have weighed on the stock and we think have 
presented an attractive buying opportunity.

JPMorgan Chase & Co (JPM) – JPM offered one of the biggest 
positive surprises relative to consensus payout expectations. 
They are a stalwart in the banking industry, with leading 
investment bank, commercial bank, credit card, retail bank, 
and asset/wealth management franchises. Thus, we feel the 
risk/reward profile is favorable and see tremendous value in 
the company’s capital returns.

TJX Companies Inc (TJX) - We expect the company to be 
a winner in the changing retail landscape. We believe the 
stock is somewhat counter cyclical as consumers typically 
trade down to discount stores in recessions. Thus believing 
the company may compound earnings at a double-digit pace 
for the near future.

Recent Sales

Citigroup Inc (C) - Citi has been a strong performer this year 
and continues to offer attractive capital returns following the 
recent Comprehensive Capital Analysis and Review (CCAR) 
results. Proceeds from the sale are being redeployed into two 
more growth-oriented issues.

Halliburton Co (HAL) - We had forecasted that U.S. oil 
production would rebound from depressed levels last winter. 
Instead, oil prices have continued to languish and producers 
have continued to drop rigs, focusing on free cash flow. We 
find it difficult to see a path of sustained improvement for the 
oil services sector.

Davenport Core Fund 
Quarterly Transactions

*Holdings subject to change without notice.**Foreign Holding 
The recent transactions profiled above represent securities purchased and/or sold during the quarter. The securities identified and described do 
not represent all of the securities purchased, sold or recommended for advisory clients and the reader should not assume that investments in the 
securities identified and discussed were or will be profitable.
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DAVPX

as of 09/30/2019

American Tower Corp  4.11
Danaher Corp 3.46
Brookfield Asset Mgmt Inc** 3.46
Markel Corp 3.21
Accenture PLC** 3.17
Adobe Systems Inc 3.07
Berkshire Hathaway Inc 3.02
CarMax Inc 2.82
Visa Inc 2.82

MasterCard Inc 2.79

Top Ten Holdings* - % of Net Assets
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Davenport Value & Income Fund
DVIPX

Past performance is no guarantee of future results. 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 may be lower or higher than 
the performance data quoted. Performance data, current to the most recent month end, may be obtained by calling 1-800-281-3217.
*Returns greater than one year are annualized. The Russell 1000® Value Index measures the performance of the Russell 1000 companies with lower 
price-to-book ratios and lower forecasted growth values. Frank Russell Company is the source and owner of the trademarks, service marks, and copyrights 
related to the Russell Indexes. Russell® is a trademark of Frank Russell Company. The S&P 500 Index is comprised of 500 U.S. stocks and is an indicator 
of the performance of the overall U.S. stock market. Standard & Poor’s Financial Services LLC, a division of S&P Global, is the source and owner of the 
registered trademarks related to the S&P 500 Index. An investor cannot invest in an index and its returns are not indicative of the performance of any 
specific investment. 

The Davenport Value & Income Fund (DVIPX) enjoyed a 
strong third quarter, increasing 2.63% and outperforming 
its primary benchmark, the Russell 1000® Value Index, 
which increased 1.36%. On a year-to-date basis, the fund 
has increased 16.83% compared to the Russell 1000 Index, 
which has increased 17.81%. The S&P 500® Index increased 
1.70% in the third quarter and is up 20.55% so far in 2019. 

Health Care and Financial stocks were the key contributors 
to performance during the quarter. Our patience with 
Bristol-Myers Squibb Co (BMY) and CVS Health Corp (CVS) 
paid off as both stocks rallied nicely. BMY made progress 
towards closing its acquisition of Celgene Corp (CELG) and 
CVS received welcome news from a federal judge that he 
would not block its acquisition of Aetna. Financials were 
led by stalwarts Brookfield Asset Management Inc (BAM) 
and Fidelity National Financial Inc (FNF), two of our larger 
positions. BAM continues to benefit from inflows into the 
alternative/real asset class and FNF was helped by lower 
mortgage rates, which stimulated refinancing and purchase 
demand. 

Once again our key detractors were an eclectic mix. 
Fairfax Financial Holdings Ltd (FRFHF) continued to 
struggle, but is trading at a discount to book value, which 
we think is too cheap given its solid insurance franchise 
and new share repurchase plan. Oil giant Royal Dutch Shell 
PLC (RDS.B) declined amid lower oil prices. Lastly, Johnson 
& Johnson (JNJ) declined as investor concerns over its 
potential liability in talc and opioid lawsuits increased. We 
think these risks are manageable for JNJ given its size and 
AAA-rated balance sheet. 

In tandem with our expectation of more moderate 
returns going forward, our transactions were an effort to 
improve the defensive nature of the fund and move capital 
from more growth oriented situations to ideas where we 
saw long-term value opportunities at attractive prices. 
We chipped positions in Microsoft Corp (MSFT) and Cisco 
Systems Inc (CSCO) and initiated a position in Wells Fargo 
& Co (WFC). We also chipped Merck & Co Inc (MRK) and 

Citigroup Inc (C) and moved the proceeds into a new 
position in Berkshire Hathaway Inc (BRK’B). 

Wells Fargo has been in the penalty box following various 
scandals that have led to multiple CEO departures. We felt 
the negative headlines were fully reflected in the stock price 
at less than 10x earnings and with a dividend yield close 
to 4.5%. We view WFC as an attractive long-term value 
situation based on the company’s strong balance sheet, 
impressive franchise, strong capital return and potential 
future profitability as it emerges from its current regulatory 
challenges. Subsequent to our purchase, WFC announced 
that it had hired Charlie Scharf as its new CEO. Mr. Scharf 
was a long-time veteran at JPMorgan Chase & Co (JPM) and 
the stock reacted positively to the announcement given his 
past experience and general reputation within the industry. 

Berkshire Hathaway has grown book value per share at 
a 9% compound annual growth rate (CAGR) over the past 
20 years and this figure actually understates true economic 
returns, as it does not capture the growth in value of wholly-
owned companies in Berkshire’s portfolio. Despite the solid 
returns, BRK.B’s price to book value has fallen to 1.25x, the 
low end of its multi-year range, which we believe could lead 
to an increase in share repurchases in the coming years. The 
company has an AA-rated balance sheet with $122 billion in 
cash. Given the balance sheet, excess free cash generation 
and track record of capital allocation in rougher economic 
times, we think BRK.B shares are likely to act defensively in 
a sustained market selloff. Ultimately we see a lot of value 
in this diverse collection of businesses and don’t think the 
market is giving BRK.B enough credit from the optionality 
of all the excess cash sitting on the balance sheet and 
coming in the door.

In summary, we are pleased with the fund’s performance 
during the third quarter, especially as it held up well during 
the dramatic market selloff in August. The fund’s yield of 
3.1% continues to provide attractive current income and 
we think recent transactions have improved the defensive 
characteristics of the fund.

The following chart represents Davenport Value & Income Fund (DVIPX) performance and the performance of the Russell 1000® Value 
Index, the Fund’s primary benchmark, and the S&P 500 Index for the periods ended September 30, 2019.

Q3 2019 1 Year 3 Years* 5 Years*
Since Inception* 

12/31/10
Value & Income Fund (DVIPX) 2.63 2.52 8.76 8.00 11.13
Russell 1000® Value Index 1.36 4.00 9.43 7.79 10.83
S&P 500 Index 1.70 4.25 13.39 10.84 12.68
30-Day SEC Yield: 1.67%; Expense Ratio in current prospectus: 0.89%
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Davenport Value & Income Fund
Quarterly Transactions
DVIPX

Recent Purchases

Berkshire Hathaway Inc (BRK’B) - BRK’B does not pay 
a dividend. BRK’B has grown book value per share at a 
9% compound annual growth rate over the past twenty 
years. We see a lot of value in this diverse collection of 
businesses and do not think the market is giving BRK’B 
enough credit for all the excess cash coming in the door.

Norfolk Southern Corp (NSC) - Norfolk Southern is one 
of a handful of Class I railroads in North America. The 
cost to move goods is substantially lower via rail than 
truck due to exponentially better efficiency. A strategy 
termed “Precision Railroading” by Hunter Harrison, a 
deceased former railway executive, entails keeping the 
trains constantly moving and limiting time sitting in 
the yards, increasing efficiencies dramatically. This has 
resulted in a boost of profitability for the railroads who 
have adopted this strategy. Given the blueprint for this 
strategy has been laid out and executed multiple times at 
this point, and a similar asset base, we see NSC ultimately 
succeeding in its shift to precision railroad.

Wells Fargo & Co (WFC) - WFC has been in the penalty 
box following various scandals that have led to multiple 
CEO departures. We feel the negative headlines are fully 
reflected in the current stock price. Moreover, we believe 
the concern surrounding the potential for interest rate 
cuts factored into the current share price.

Recent Sales

Cisco Systems Inc (CSCO) – CSCO has been a strong 
performer year-to-date, returning over 30%. With signs of 
tightening demand across the IT infrastructure universe 
and the name representing larger than typical portfolio 
weights, we elected to take some profits on the recent 
strength.

Citigroup Inc (C) – Citigroup’s share price is flat over the 
past two years, as the lower interest rate environment 
weighs on profit potential and economic challenges 
abroad have also posed an issue (roughly half of C’s 
revenues are outside North America).

Merck & Co Inc (MRK) - MRK has been a standout 
performer for the portfolio over the past year and a 
half, as its immunoncology drug Keytruda has become a 
preferred method of treating lung cancer. In addition to 
rising sales, the price to earnings ratio has also expanded 
significantly.

Microsoft Corp (MSFT) – MSFT has been a strong 
performer year-to-date, returning over 35%. With signs of 
tightening demand across the IT infrastructure universe 
and the name representing larger than typical portfolio 
weights, we elected to take some profits on the recent 
strength.

PPG Industries Inc (PPG) – Absent an acceleration in 
global growth, we think upside from here would come 
from the company using its balance sheet by either 
committing to significant capital return, or pursuing large-
scale mergers & acquisitions. We think this scenario could 
play out and ultimately elected to sell the position.

*Holdings subject to change without notice.**Foreign Holding 
The recent transactions profiled above represent securities purchased and/or sold during the quarter. The securities identified and described do 
not represent all of the securities purchased, sold or recommended for advisory clients and the reader should not assume that investments in the 
securities identified and discussed were or will be profitable.
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Top Ten Holdings* - % of Net Assets
as of 09/30/2019

Brookfield Asset Mgmt Inc** 3.55
Fidelity National Financial Inc 3.38
JPMorgan Chase & Co 3.13
Markel Corp 2.85
Johnson & Johnson 2.79
Anheuser Busch Inbev NV** 2.70
Royal Dutch Shell PLC** 2.68
Bristol-Myers Squibb Co 2.64
Watsco Inc 2.64
Dominion Energy Inc 2.61
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Past performance is no guarantee of future results. 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 may be lower or higher than 
the performance data quoted. Performance data, current to the most recent month end, may be obtained by calling 1-800-281-3217.
*Returns greater than one year are annualized. The Russell Midcap® Index measures the performance of the 800 smallest companies in the Russell 
1000, which represent approximately 25% of the total market capitalization of the Russell 1000®.  Frank Russell Company is the source and owner of 
the trademarks, service marks, and copyrights related to the Russell Indexes. Russell® is a trademark of Frank Russell Company. The S&P 500 Index is 
comprised of 500 U.S. stocks and is an indicator of the performance of the overall U.S. stock market. Standard & Poor’s Financial Services LLC, a division 
of S&P Global, is the source and owner of the registered trademarks related to the S&P 500 Index. An investor cannot invest in an index and its returns 
are not indicative of the performance of any specific investment. 

Davenport Equity Opportunities Fund
DEOPX

The Davenport Equity Opportunities Fund (DEOPX) 
showed continued solid performance during the third 
quarter, advancing 3.75% versus the 0.48% for the Russell 
Mid Cap® Index. Year-to-date, the fund is up 33.86%, nicely 
outpacing the Russell Midcap’s® 21.93% advance. 

The fund’s top contributor for the quarter was Sherwin-
Williams Co (SHW), which advanced roughly 20% on the 
heels of better-than-expected results, driven by an inflection 
in the margin profile of the business. We are encouraged to 
see the company’s pricing efforts finally catch up to volatile 
raw material costs and remain optimistic regarding the 
Valspar integration and renewed balance sheet flexibility. 
Brookfield Asset Management Inc (BAM), American Tower 
Corp (AMT) and Martin Marietta Materials Inc (MLM) were 
also top contributors during the quarter. Following a strong 
response to quarterly results, we elected to chip our position 
in MLM. While we remain attracted to the company’s 
competitive moat, pricing power and visible demand 
profile, the position had become outsized relative to a more 
balanced risk/reward profile. 

Key detractors during the period included a few top 
performers from the first half of the year. Autodesk Inc 
(ADSK), DISH Network Corp (DISH) and MercadoLibre Inc 
(MELI) all took a “breather.” In the case of MELI, we were 
fortunate to reduce our position slightly with the stock near 
all-time highs, thus softening the blow of a late quarter 
drawdown. As was the case last quarter, Fairfax Financial 
Holdings Ltd (FRFHF) continued to struggle during the 
period. While frustrated with the stock’s performance, we 
added to the position given the belief that a discount to 
book value is unwarranted for a company that is generating 
positive underwriting results, has conservative investment 
posturing and has recently instituted a meaningful share 
repurchase program.

We added to our position in water infrastructure company 
Xylem Inc (XYL), during the quarter. We liken XYL to a water 
ETF given the company’s exposure across many parts of the 
water cycle with products such as pumps, valves, treatment 
and testing equipment, controls and systems, and metering 
equipment. This business mix leaves Xylem well positioned 
to help tackle global issues such as water scarcity and 
infrastructure inefficiencies. Put simply, the company is 

bringing technology to a historically conservative and slow-
to-adapt industry in need of a significant technological 
overhaul. We expect XYL to deliver on targets of 4-6% annual 
organic growth and 200-300bps of margin expansion. 
With roughly $3.5 billion available for capital deployment 
into activities such as acquisitions and buybacks, we think 
earnings can compound in the mid-teens for the foreseeable 
future. This algorithm could result in ~$5.00+ in EPS power 
in coming years, which we think should drive the stock price 
meaningfully higher.

We also bought a position in Etsy Inc (ETSY), an online 
marketplace focused on handmade or vintage items and 
craft supplies. Founded in 2004, Etsy has built up a platform 
of 40 million active buyers and 2 million active sellers. 
Consumers desire the unique, authentic goods found on 
Etsy’s marketplace, and Etsy also benefits from the multi-
decade shift to e-commerce. Etsy went public in 2015 and 
struggled in the public markets for its first two years, leading 
to a management transition. New management has been 
well received as they were able to expand margins and 
reaccelerate growth. However, the stock recently pulled 
back as management laid out long-term growth targets 
that underwhelmed expectations. We think this presented 
an attractive buying opportunity and consider management 
targets to be conservative as  1) they imply a significant 
deceleration in growth, 2) they do not incorporate further 
take rate expansion (peers are in the 10-15% take-rate range 
vs. ETSY at 5% -- take rate refers to the royalty rate that 
Etsy charges for goods sold on its marketplace) and 3) 
management’s target of 30%+ EBITDA margins are well 
below the high-30%s margins that have been achieved by 
peers such as eBay Inc (EBAY). Marketplace business models 
generate excellent free cash flow (in excess of net income) 
and Etsy has a modest net cash position on the balance 
sheet. Etsy is on the path to becoming a consistent high 
quality compounder, and we think free cash flow growth 
could approach 50% per annum over the next several years.

In closing, we are happy to report strong absolute and 
relative returns while continuing to emphasize quality 
and capital preservation. Though we hope the next three 
quarters resemble the prior three, we continue to position 
the fund for a more moderate return environment.
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The following chart represents Davenport Equity Opportunities Fund (DEOPX) performance and the performance of the Russell 
Midcap® Index, the Fund’s primary benchmark, and the S&P 500 Index for the periods ended September 30, 2019.

Q3 2019 1 Year 3 Years* 5 Years*
Since Inception* 

12/31/10
Equity Opportunities Fund (DEOPX) 3.75 17.60 13.72 10.54 12.84
Russell Midcap® Index 0.48 3.19 10.69 9.10 11.40
S&P 500 Index 1.70 4.25 13.39 10.84 12.68
30-Day SEC Yield: -0.19%; Expense Ratio in current prospectus: 0.91%
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Davenport Equity Opportunities Fund
Quarterly Transactions
DEOPX

*Holdings subject to change without notice.**Foreign Holding 
The recent transactions profiled above represent securities purchased and/or sold during the quarter. The securities identified and described do 
not represent all of the securities purchased, sold or recommended for advisory clients and the reader should not assume that investments in the 
securities identified and discussed were or will be profitable.
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Recent Purchases

Etsy Inc (ETSY) - ETSY went public in 2015 and struggled 
in the public markets for its first two years, leading 
to a management transition. With new management, 
expanded margins and reaccelerated growth, the stock 
had a massive run in the subsequent two years but has 
pulled back approximately 25% from its highs earlier this 
year. We think this pullback is a buying opportunity that 
has the potential to generate consistent compounding 
growth going forward.

Fairfax Financial Holdings Ltd (FRFHF) - At current 
levels, FRFHF trades right on top of the FactSet 
consensus Q2 book value per share estimate of $463. We 
feel this may limit downside given the conservative nature 
of both the valuation of investments. We appreciate the 
defensiveness the stock should exhibit should market 
conditions deteriorate.

O’Reilly Automotive Inc (ORLY) - The company appears 
poised to enter a period of easier sales comparisons, 
more favorable driving conditions (i.e. lower gas prices) 
and a more favorable age profile of the car park (6-10 
year old vehicles set to make up a greater percentage of 
vehicles on the road). 

Watsco Inc (WSO) - While the stock has rallied from 
lows to start the year, shares have weakened recently in 
response to Q2 results. We believe recent management 
commentary and market development provide support 
for optimism. With the stock trading at the lower end 
of its historical valuation range, and considering the 
company’s rock solid balance sheet and attractive 
dividend, we felt the risk/reward looked attractive.

Xylem Inc (XYL) - With multiple adds to XYL this quarter, 
our rationale is supported by the following: XYL has 
been a good performer since our initial purchase in May 
2017. More recently, the stock has traded sideways as 
the company pushed out their 2020 operating margin 
targets. The explanation was having more investment 
opportunities to improve and grow the business than 
they originally expected. With a plethora of mergers and 
acquisitions roll up opportunities, a strong management 
team, and a solid balance sheet, we decided to bulk up 
our position in the stock.

Top Ten Holdings* - % of Net Assets
as of 09/30/2019

Brookfield Asset Management** 6.44
American Tower Corp 6.34
Fairfax Financial Holdings Ltd 5.35

Markel Corp  5.27
Sherwin-Williams Co 5.05
CarMax Inc 5.02
Martin Marietta Materials Inc 5.00
Live Nation Entertainment Inc 4.61
Dish Network Corp 4.51
Fidelity National Financial Inc 4.12

Recent Sales

American Woodmark Corp (AMWD) - The stock is up 
48% year to date and up 14% since the recent low a little 
over a week ago. Moreover, given the lower liquidity 
profile of the stock, we elected to sell the position on 
strength and redeploy the funds into more favorable 
opportunities.

Martin Marietta Materials Inc (MLM) –  Shares of MLM 
are making new highs following a very solid 2Q report 
where the company beat Street expectations and raised 
guidance for FY2019. We remain very optimistic about 
the near- and long-term outlook for MLM as demand 
across the company’s footprint is accelerating. We 
decided to take some profits while maintaining MLM as a 
top-10 position in the portfolio (4.6% of the portfolio).

MercadoLibre Inc (MELI) - While we remain attracted 
to the company’s attractive business model, massive 
growth opportunity and accelerating alternative business 
channels (i.e. payments), we feel the current valuation 
reflects a more balanced risk/reward profile. 

Zoetis Inc (ZTS) - The stock is up nearly 150% since our 
initial purchase, having tacked on an additional 34% since 
we last trimmed the position in November of 2018. While 
we remain excited about the growth backdrop for the 
industry and the company’s leadership position within it, 
we feel the valuation warrants taking some profits at this 
time. 
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The Davenport Small Cap Focus Fund (DSCPX) proved 
relatively resilient during the third quarter. Though the fund’s 
value was down slightly of 0.21% for the period, this outpaced 
the 2.35% decline for the Russell 2000® Index. Year to date, 
the strategy is up 26.23% versus 14.18% for the Russell 2000 
Index.

While our fund has outperformed, we point out that small-
cap equities in general continue to underperform larger cap 
peers. In fact, the Russell 2000 Index has underperformed 
both the S&P 500® Index and the Russell Mid Cap® Index on a 
1, 3, 5 and 10-year basis and the relative valuation gap between 
small and large cap indices is wider than long-term averages 
(suggesting small-caps are cheap). While attempting to time 
an inflection in this trend has not been fruitful as of late, we 
feel the asset class affords an element of timeliness and 
believe our strategy offers a high quality way to participate. 

Water services provider Evoqua Water Technologies 
Corp (AQUA) and building products distributor Builders 
FirstSource, Inc (BLDR) were top performers during the 
quarter. We added to both of these names during periods 
of distress at the beginning of the year and have been 
pleased to see them recover nicely. We were also pleased 
to have early success with Switch Inc (SWCH) and Colfax 
Corp (CFX), two names we highlighted in last quarter’s 
letter. Leading pet insurer, Trupanion Inc (TRUP) was the top 
detractor for the period, suffering a meaningful decline in 
response to an analyst downgrade. We are disappointed in 
the stock’s reaction; however, we maintain a high degree of 
conviction in the growth opportunity for pet insurance (~2% 
penetration in the US versus 25% in the UK), value proposition 
that TRUP provides to its customers and the ultimate cash 
generation potential of this business. Furthermore, we believe 
the company has executed well and continue to support 
management’s decision to redeploy excess cash flow into 
new customer acquisitions given the attractive returns that 
result (30-40% IRRs on pet acquisition spend). 

We added to Seaboard Corp (SEB), a position we have held 
for some time but have yet to discuss in this medium. SEB is 
a holding company based in Merriam, Kansas with operations 
focused on global agribusiness, commodity trading and 
transportation. Though the company’s asset mix is diverse 
and far flung (SEB employs 25,000 worldwide across 45 

nations), the key value drivers are its protein production 
assets.  More specifically, SEB is one of the largest producers 
and processors of pork in the US, with additional exposure to 
turkey production via its partial ownership interest in Butterball 
LLC. While we have always been attracted to the company’s 
exposure to the global protein theme, recent developments 
in China and to ongoing company specific factors make the 
shares timely, in our opinion. China (with annual consumption 
of 122 billion pounds of pork) is dealing with a devastating 
outbreak of African Swine Fever, forcing domestic producers 
to cull herds. According to the Wall Street Journal, China’s 
pork production could fall by as much as 35.7 billion pounds 
in 2019 – almost double the amount of pork traded globally 
in a year. This is already having a dramatic impact on local 
pricing, which should leak into US markets as international 
capacity is used up. Interestingly, this is coming at a time 
when SEB is bringing on new capacity, thus increasing the 
company’s ability to deliver into a tight market. While earnings 
have been volatile and unpredictable on a short-term basis, 
the company’s history of long term value creation is quite 
consistent. In light of the developments discussed above, we 
think Seaboard could earn us a blue ribbon. 

In sum, we are pleased with recent returns and the fund’s 
resilience during market turmoil. In addition, we are excited 
about the relative value proposition of the asset class. We also 
note that the end of this year marks the 5th anniversary of 
the fund. We are pleased with our returns since inception and 
look to build on this success over the next five years. 

Past performance is no guarantee of future results. 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 may be lower or higher than 
the performance data quoted. Performance data, current to the most recent month end, may be obtained by calling 1-800-281-3217.
1Holdings subject to change without notice. *Returns greater than one year are annualized. The Russell 2000® Index measures the performance of 
the 2,000 smallest companies in the Russell 3000® index, representing approximately 8% of the total market capitalization of the Russell 3000. Frank 
Russell Company is the source and owner of the trademarks, service marks, and copyrights related to the Russell Indexes. Russell® is a trademark of 
Frank Russell Company. An investor cannot invest in an index and its returns are not indicative of the performance of any specific investment. 
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Top Ten Holdings1 - % of Net Assets
as of 09/30/2019

Colfax Corp 4.72

OneSpaWorld Holdings Ltd** 4.47
Diamond Hill Investment Group Inc 4.34
Cannae Holdings Inc 4.34
Evoqua Water Technologies Corp 3.99
Monarch Casino & Resort Inc 3.64
Kinsale Capital Group Inc 3.37
Watsco Inc 3.35
Black Knight Inc 3.24
Seaboard Corp 3.10

This chart represents Davenport Small Cap  
Focus Fund (DSCPX) performance and the performance of the  
Russell 2000® Index, the Small Cap Focus Fund’s primary  
benchmark, for the periods ended September 30, 2019.

Davenport Small Cap Focus Fund
DSCPX

Q3 2019 1 Year 3 Years* Since Inception* 12/31/14
Small Cap Focus Fund (DSCPX) -0.21 5.01 11.77 8.74
Russell 2000® Index -2.40 -8.89 8.23 6.54
30-Day SEC Yield: 0.05%; Expense Ratio in current prospectus: 0.98%
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The Davenport Balanced Income Fund (DBALX) increased 

2.46% in the third quarter, outpacing the 1.36% increase for the 
Russell 1000® Value Index and the 1.70% increase for the S&P 500® 
Index. The blended index of 60% Russell 1000 Value Index/ 40% 
Bloomberg Barclays Intermediate Government Credit® Index was 
up 1.41% for the quarter. Year to date (YTD), DBALX has returned 
13.48% compared to 17.81% for the Russell 1000® Value, 20.55% 
for the S&P 500 Index and 13.38% for the blended 60/40 index.

Financial stocks were again the top contributors to performance 
this quarter, with Blackstone Group Inc (BX), Brookfield Asset 
Management Inc (BAM), and Fidelity National Financial Inc (FNF) 
leading the pack. FNF benefited from lower mortgage rates, 
which helped spur refinancing and purchase demand, while BAM 
continues to see strong inflows into the alternative asset classes. 
Blackstone performed well following its July conversion to a 
C-Corp, and we used this strength to exit the position as we felt 
its valuation had become a bit stretched. Our biggest detractors 
to performance included Royal Dutch Shell PLC (RDS’B) and 
Fairfax Financial Holdings Ltd (FRFHF). RDS’B fell victim to lower 
oil prices and FRFHF shares have struggled to recover following 
second quarter earnings. FRFHF shares are trading at discount to 
book value, which we believe is too cheap given the company’s 
solid insurance franchise and new share repurchase plan.

During the quarter, we elected to initiate a position in 
Nordstrom Inc (JWN), a leading fashion specialty retailer offering 
apparel, shoes, cosmetics and accessories for women, men, and 
children. At the time of our purchase, the shares were down over 
55% from their twelve-month high primarily due to concerns 
surrounding the general retailing environment as well as weaker 
than expected earnings and guidance.  We feel these concerns 
are overblown; moreover, JWN has a strong brand name and a 
well-earned reputation for quality and customer service. We felt 
the shares had been de-risked and offered an opportunity to 
purchase the stock at a compelling valuation and 5% dividend 
yield.

The bond market continued to chug along in the third quarter 
of 2019. Amid weaker than expected global economic data 
coupled with global central bank easing, safe haven assets 
continued to produce positive returns. While the Federal Reserve 
initiated its accommodative monetary policy stance with two 
rate cuts during Q3, yields around the globe continued to drop 
(prices rose). By August there were around $17 trillion sovereign 
bonds with negative yields. Investors continue to be attracted to 
the US market, where one can attain positive yielding debt while 
providing a hedge to equity markets during bouts of volatility.

The 2-yr Treasury fell 13bps to 1.624%, while rates on the 10-
yr and 30-yr Treasury dropped 34bps (1.67%) and 42bps (2.11%) 

respectively. The Bloomberg Barclays Intermediate Government/
Credit Index continued to perform well, adding 1.37% in Q3 taking 
its YTD return to 6.41%. The Bloomberg Barclays US FRN <5yr 
Index remained positive in Q3 up 0.78% bringing its YTD return 
to 3.21%. 

The bond allocation of the balanced fund consists of 32 high-
quality bonds across eight sectors with the top allocations to 
US governments at 27.61%, Consumer Discretionary at 19.15%, 
and Energy at 18.84%. The fixed income portion of DBALX has 
an effective maturity of 4.15 years and a duration of 3.42 years. 
During the quarter, we continued to reduce our floating rate 
exposure by selling one of our Treasury floating rate notes and 
allowing a couple corporate floating rate notes (FRNs) to mature, 
bringing our exposure to 21.46% from 24.94% in Q2. FRNs still 
provide a good yield to duration ratio, but with the Fed cutting 
rates and future cuts being priced into the market, we feel that 3 
month LIBOR (London Inter-bank Offered Rate) has more risk to 
the downside. We also took advantage of the high activity in the 
corporate new issue market initiating positions in PayPal Holdings 
and Fiserv, while exiting our General Motors position. We continue 
to see value in Treasuries on pullbacks and our Treasury exposure 
remains around 27%. 

The recent market volatility has been a good reminder of 
the value in a balanced approach. Value-based equity has been 
out of favor in recent years; however, we finally saw it return to 
glory in the last month of the quarter as political discord and 
trade negotiations led to increased market volatility. Given these 
uncertainties, we believe our allocation to value-based equities 
and defensive positioning in fixed income may provide a volatility 
buffer in the near future, while also providing income and potential 
for long-term capital appreciation. 

Past performance is no guarantee of future results. 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 may be lower or higher than 
the performance data quoted. Performance data, current to the most recent month end, may be obtained by calling 1-800-281-3217.
1Holdings subject to change without notice. *Returns greater than one year are annualized. The Russell 2000® Index measures the performance of 
the 2,000 smallest companies in the Russell 3000® index, representing approximately 8% of the total market capitalization of the Russell 3000. Frank 
Russell Company is the source and owner of the trademarks, service marks, and copyrights related to the Russell Indexes. Russell® is a trademark of 
Frank Russell Company. An investor cannot invest in an index and its returns are not indicative of the performance of any specific investment. 
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Top Ten Equity Holdings1 - % of Net Assets
as of 09/30/2019
Brookfield Asset Mgmt Inc** 1.82
Fidelity National Financial Inc. 1.73
JPMorgan Chase & Co 1.62
Markel Corp 1.48
Johnson & Johnson 1.44
Dominion Energy Inc 1.38
Royal Dutch Shell PLC 1.38
Watsco Inc 1.36
Anheuser Busch Inbev NV 1.35
Bristol-Myers Squibb Co 1.33

The following chart represents Davenport Balanced Income Fund (DBALX) 
performance and performance of the Fund’s primary benchmark, the 
Russell 1000® Value Index, along with the S&P 500 Index for the period 
ended September 30, 2019.

Q3 2019 1 Year Since Inception* 12/31/15
Balanced Income Fund (DBALX) 2.46 4.56 6.63
Russell 1000® Value Index 1.36 4.00 10.24
S&P 500 Index 1.70 4.25 12.82
60% Russell 1000® Value/40% BBIGC Index 1.41 6.11 7.52
30-Day SEC Yield: 1.69%; Expense Ratio in current prospectus: 0.96%

Davenport Balanced Income Fund  
DBALX
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Important Disclosures

Disclosures: Any opinions expressed here are statements of judgment on this date and are subject to future change without 
notice. This information may contain forward looking predictions that are subject to certain risks and uncertainties which could 
cause actual results to differ materially from those currently anticipated or projected. The information contained herein has been 
compiled from sources believed to be reliable; however, there is no guarantee of its accuracy or completeness. 

Mutual Fund investing involves risk, principal loss is possible. An investor should consider the fund’s investment objectives, 
risks and charges and expenses carefully before investing. The fund’s prospectus contains this and other important information. 
You may obtain a copy of the fund’s prospectus by calling (888) 285-1863. Investors should read the prospectus carefully and 
discuss their goals with a qualified investment professional before deciding to invest.

Distributed by Ultimus Fund Distributors, LLC.

Risk disclosures:
DAVPX - The fund may not achieve its objective and/or you could lose money on your investment in the fund. Stock markets and 
investments in individual stocks are volatile and can decline significantly in response to market, foreign securities, small company, 
exchange traded fund, investment style and management risks. 
DVIPX - The fund may not achieve its objective and/or you could lose money on your investment in the fund. Stock markets and 
investments in individual stocks are volatile and can decline significantly in response to market, foreign securities, small company, 
exchange traded fund, investment style and management risks. There is no guarantee that a company will continue to pay a 
dividend. 
DEOPX - The fund may not achieve its objective and/or you could lose money on your investment in the fund. Stock markets and 
investments in individual stocks are volatile and can decline significantly in response to market, foreign securities, small company, 
exchange traded fund, investment style and management risks. Small and mid cap company stocks may be more volatile than 
stocks of larger, more established companies. 
DSCPX - The fund may not achieve its objective and/ or you could lose money on your investment in the fund. Stock markets and 
investments in individual stocks are volatile and can decline significantly in response to market, foreign securities, small company, 
exchange traded fund, investment style and management risks. Small and mid cap company stocks may be more volatile than 
stocks of larger, more established companies. 
DBALX - Investments in debt instruments may decline in value as the result of declines in the credit quality of the issuer, borrower, 
counterparty, or other entity responsible for payment, underlying collateral, or changes in economic, political, issuer-specific, or 
other conditions. Certain types of debt instruments can be more sensitive to these factors and therefore more volatile. In addition, 
debt instruments entail interest rate risk (as interest rates rise, prices usually fall), therefore the Fund’s share price may decline 
during rising rates. Funds that consist of debt instruments with longer durations are generally more sensitive to a rise in interest 
rates than those with shorter durations. Investments in below investment grade quality debt instruments can be more volatile and 
have greater risk of default, or already be in default, than higher-quality debt instruments. Investments in municipal instruments 
can be volatile and significantly affected.
Please see the prospectus for further information on these and other risk considerations.

Performance shown is historical and is no guarantee of future results. Investing in securities carries risk including the possible loss 
of principal. Performance is shown net of fees.

Index Definitions: U.S. Large Caps represented by the S&P 500 Index. U.S. Mid Caps represented by the Russell Midcap Index. 
U.S. Small Caps represented by the Russell 2000 Index. International Developed Markets represented by the MSCI EAFE Index. 
Emerging Markets represented by the MSCI EM Index. Intermediate Term Bonds represented by the Bloomberg Barclays 
Intermediate Government/Credit Index. 

The S&P 500 Index is comprised of 500 U.S. stocks and is an indicator of the performance of the overall U.S. stock market.  
Standard & Poor’s Financial Services LLC, a division of S&P Global, is the source and owner of the registered trademarks related 
to the S&P 500 Index. The Russell 2000® Index measures the performance of the 2,000 smallest companies in the Russell 
3,000 index, representing approximately 8% of the total market capitalization of the Russell 3000. The Russell Midcap® Index 
measures the performance of the 800 smallest companies in the Russell 1000, which represent approximately 25% of the total 
market capitalization of the Russell 1000. The Russell 2000® Index and Russell Midcap® Index are trademark/service marks of the 
Frank Russell Co. Russell® is a trademark of the Frank Russell Co. The NASDAQ Composite Index is a broad-based capitalization-
weighted index of all common stocks listed on the Nasdaq. The MSCI Europe, Australia and Far East (MSCI EAFE) Index is an 
unmanaged index composed of the stocks of approximately 1,000 companies traded on 20 stock exchanges from around the 
world, excluding the U.S., Canada, and Latin America. The MSCI Emerging Markets (MSCI EM) Index is a capitalization-weighted 
index of stocks from 26 emerging markets that only includes issues that may be traded by foreign investors. The reported returns 
reflect equities priced in US dollars and do not include the effects of reinvested dividends. The Bloomberg Barclays Intermediate 
Government/Credit Index is an unmanaged index composed of debt securities with maturities from one to ten years issued 
or guaranteed by the U.S. Treasury, U.S. Government agencies, quasi-federal corporations and fixed rate dollar denominated 
SEC-registered corporate debt that are rated investment grade or higher by Moody’s Investors Service and Standard and Poor’s 
Corporation or Fitch Investor’s Service, in that order. The Bloomberg Barclays Capital US FRN < 5 Years Index is a subset of the 
US Floating-Rate Note (FRN) Index, which measures the performance of USD denominated, investment-grade, floating-rate notes 
across corporate and government-related sectors. This index has a maximum maturity of 4.9999 years and is not part of the US 
Aggregate Index, which is a fixed coupon index. 

An investor cannot invest in these indices and their returns are not indicative of the performance of any specific investment. 
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