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PORTFOLIO REVIEW

The Russell 3000 benchmark’s +7.2% rise this quarter 
modestly trailed the S&P 500’s +7.5% first quarter return. 
Small-cap companies, as measured by the Russell 2000 
Index, rose +2.7% in the quarter, and the Russell Midcap 
Index returned +4.0%. The value side of the market 
trailed growth this quarter, with the Russell 3000 Value 
rising +0.9%, compared to the Russell 3000 Growth’s 
+13.9% increase. Banks weighed on the value component’s 
return, while growth was propelled by technology stocks. 
The equal-weight S&P 500 rose +2.9% in the quarter, 
demonstrating the market had a clear preference for mega-
cap stocks this quarter. From a characteristic standpoint, 
there was a strong tendency for higher valuation stocks to 
outperform lower valuation stocks. Russell 3000 holdings 
in the two highest forward PE quintiles rose from +11% to 
+14%, while returns from the Russell 3000 stocks in the 
three lowest PE quintiles ranged from -2% to +6%.

From a sector perspective, there were some interesting 
swings when comparing calendar 2022 returns with the 
first quarter of 2023. Notably, the worst three Russell 
3000 sectors in 2022 (communication services -40%, 
consumer discretionary -36% and information technology 
-30%), posted the highest performance in the first quarter 
of 2023 (information technology +23%, communication 
services +20%, consumer discretionary +16%). Conversely, 
the best performing sector in 2022 (energy +63%), 
provided the lowest sector return in the first quarter (-5%).

The Tributary All Cap Strategy’s total return of +2.9%, fell 
short of both the Russell 3000 and the S&P 500 Index in 
the quarter but was in line with the return delivered by the 
equal-weight S&P 500 Index.

The portfolio’s most favorable sector returns this quarter 
were delivered by the consumer staples and utilities 
sectors. In the consumer staples sector, the portfolio 
delivered a return of +4%, versus a +1% gain for the Russell 
3000’s sector holdings. Utilities, with a gain of +1% for 
the portfolio, surpassed the -3% loss generated by the 
Russell 3000 sector. Additionally, within financials Silicon 
Valley Bank’s failure was the epicenter for difficulties in 
banking industry this quarter, driving a -13.3% decline in 
the Russell 3000’s bank constituents. While the portfolio’s 
regional bank holding, Cullen/Frost Bankers, experienced 
weak performance this quarter, holdings in larger banks 
fared much better, resulting in a decline of only -6.9% in 
the portfolio’s banks.

Even though the portfolio’s information technology 
holdings trailed the benchmark sector with a return of 
+19% versus +23% this quarter, it was a strong absolute 
return and was led by gains over +20% for Apple, 
Microsoft and Littelfuse. The consumer discretionary sector 
underperformed as well, rising +6% versus +16% for the 
Russell 3000 sector. Portfolio holdings Tractor Supply and 
Dorman Products posted below-market returns this quarter, 
but the more significant relative performance impact was 
the influence of Tesla (+68%) and Amazon (+23%) on the 
benchmark. While both stocks rallied in the first quarter, 
this followed a difficult 2022 where Tesla dropped -65% 
and Amazon fell -50%.

For the trailing year the All Cap portfolio’s total return of 
-8.0% exceeded the Russell 3000’s -8.6% return. Positive 
drivers for the past twelve months include performance 
in the portfolio’s information technology, consumer 
discretionary, materials and financials sectors. Detractors 
included the communication services, healthcare and real 
estate sectors.

As companies report earnings in the coming weeks, we 
will pay close attention to how the year has started for 
the businesses owned in the portfolio. But, perhaps more 
importantly, we are interested to hear what management 
teams see on the horizon considering the murky economic 
outlook. Combining these perspectives with our views 
on what these companies are worth over the long term, 
as well as their business opportunities and risks for the 
coming three to five years will guide our decisions as 
we evaluate investment options and determine portfolio 
positioning.

PORTFOLIO CHANGES

There were no additions to or eliminations from the All Cap 
portfolio this quarter.

TOP CONTRIBUTORS

Apple reported results that were below consensus due to 
supply chain and foreign exchange headwinds that will 
also impact the March quarter. However, margins were 
better than expected, and results are expected to improve 
as 2023 progresses. Additionally, Apple shares benefitted 
from investor preference for large cap technology stocks in 
the quarter.

Microsoft stock generated strong returns due to investors’ 
excitement over the company’s opportunities to integrate 

Quarter Year to Date 1 Year 3 Years 5 Years
Since 

Inception*

Tributary Capital Management (Gross of Fees) 2.9% 2.9% -8.0% 18.5% 9.1% 9.3%

Tributary Capital Management (Net of Fees) 2.7% 2.7% -8.8% 17.5% 8.2% 8.5%

S&P 500 Index 7.5% 7.5% -7.7% 18.6% 11.2% 10.8%

Russell 3000 Index 7.2% 7.2% -8.6% 18.5% 10.5% 10.3%

Russell 3000 Value Index 0.9% 0.9% -6.4% 18.1% 7.3% 7.2%
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artificial intelligence engine ChatGPT into multiple 
product lines. Additionally, Microsoft shares benefitted 
from investor preference for large cap technology stocks 
this quarter.

Littelfuse, a manufacturer of fuses and other circuit 
protection components, benefited from the strength of 
semiconductor and semiconductor-related companies in 
the quarter on top of indicating that excess inventory in 
the distribution channel should be lower in the second 
half of the year.

Franklin Electric, a water and fuel pumping systems 
manufacturer and distributor, provided earnings guidance 
that was above investor expectations as the company 
expects the operating backdrop to normalize this year.

Walt Disney Company benefitted from increased investor 
confidence attributed to the return of Bob Iger to the 
CEO role. In addition, the company reported better-than-
expected earnings and revenue.

TOP DETRACTORS

Cullen/Frost Bankers, a Texas regional bank, sold off 
due to concerns related to recent bank failures. Cullen/

Frost has elevated unrealized losses on its securities 
portfolio relative to peers, and its stock was also trading 
at premium multiples heading into mid-March. Concerns 
related to the securities book are mitigated by the bank’s 
elevated cash levels.

Abbott Laboratories, a provider of diagnostics products, 
medical devices, and nutritional products, reported better-
than-expected earnings and revenue but will continue to 
see declines in its COVID-related diagnostics business. 

AMN Healthcare Services, a temporary hospital staffing 
services provider (nurses, doctors), had a terrific 4Q22 
with excellent 1Q23 guidance. However, with the COVID 
crisis in decline, total sales and earnings will see a 
meaningful contraction in 2023.

Leidos Holdings, a provider of technology and other 
services to the U.S. government and other organizations, 
reported favorable earnings and revenue but provided 
2023 guidance that was slightly below analyst 
expectations.

Chevron was negatively impacted by oil prices softening in 
March.
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Unless otherwise noted, all returns, excluding Tributary Capital Management’s strategies, have been obtained from FactSet Research Systems.
� e performance numbers shown above are for the Tributary All Cap Equity Composite and are expressed in U.S. dollars. � e composite includes all 
discretionary accounts with an initial market value of $500,000 that are generally invested in the All Cap Equity Strategy. � e inception date of the All Cap 
Equity Composite is December 31, 2014.  
� e portfolio returns for periods other than those starting and ending with calendar month ends are generated using FactSet attribution software to approximate 
portfolio performance. � ey are not o�  cial composite returns. � ey are provided for illustrative purposes only and are presented gross of fees meaning they do 
not re� ect the impact of advisory fees which reduces performance returns.  
S&P 500 is a basket of 500 stocks that is weighted by market value, and its performance is thought to be representative of the stock market as a whole. � e 
Russell 3000 Index measures the performance of the largest 3000 U.S. companies representing approximately 98% of the investable U.S. equity market. � e 
Russell 3000 Value Index measures the performance of the broad market value segment of the U.S. equity market. � e Russell 3000 Growth Index includes 
companies that display signs of above average growth. � e Russell 2000 Index measures the performance of the small-cap segment of the U.S. equity universe. 
It includes approximately 2,000 of the smallest securities based on a combination of their market cap and current index membership. � e S&P 500 Equal 
Weight Index (EWI) is the equal-weight version of the widely-used S&P 500. � e index includes the same constituents as the capitalization weighted S&P 
500, but each company in the S&P 500 EWI is allocated a � xed weight - or 0.2% of the index total at each quarterly rebalance. � e Russell Midcap Index 
measures performance of the 800 smallest companies in the Russell 1000 Index. � e S&P SmallCap 600 seeks to measure the small-cap segment of the U.S. 
equity market. � e S&P MidCap 400 Index is a stock index that tracks the performance of 400 mid-sized U.S. companies. It is not possible to invest directly 
in the S&P 500, S&P 600 SmallCap Index, S&P 400 MidCap Index, Russell 3000 Index, the Russell 2000 Index, the Russell 3000 Value Index, the Russell 
3000 Growth Index, the S&P 500 Equal Weight Index or the Russell Midcap Index.
Net-of-fees composite returns are calculated using the highest potential fee the investment advisor will charge investors in the composite. Net performance is 
reported net of investment advisory fees and transaction costs. Capital gains and dividends are reinvested for performance calculations.
It should not be assumed that an investment in securities identi� ed was or will be pro� table or that the investment decisions we make in the future will be 
pro� table or will equal the performance of the securities discussed herein. Holdings are subject to change. � e holdings identi� ed do not represent all of the 
securities purchased, sold or recommended for the portfolio. � e holdings listed should not be considered recommendations to purchase or sell a particular 
security. � e “Top Contributors” and “Top Detractors” represented are based on contribution to portfolio return. To obtain the contribution calculation 
methodology and a complete list of every holding’s contribution to the overall portfolio’s performance during the quarter, please contact clientservices@
tributarycapital.com. Sector performance in commentary is stated gross of fees.
Tributary, an SEC Registered Investment Adviser, is the combined entity of the prior Tributary (formed Jan. 1, 2005) and First Investment Group (formerly 
a department of First National Bank of Omaha) which merged in May 2010. Tributary is a wholly owned subsidiary of First National Bank, a wholly 
owned subsidiary of First National of Nebraska, Inc. and manages mutual funds and equity and balanced portfolios. Tributary Capital Management, LLC 
(“Tributary”) claims compliance with the Global Investment Performance Standards (GIPS®). A fully compliant presentation can be requested by emailing 
clientservices@tributarycapital.com.

Comments are provided as general market commentary and should not be considered investment advice or predictive of any future market performance.  

Past performance does not guarantee future results.  Investments: Are Not FDIC Insured • May Go Down in Value • Are Not a Deposit 
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