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Equity Discipline

Consistently produce superior returns over long time periods with 
below market risk

Strong value orientationStrong value orientation
– Identify companies selling below present value of their discounted future 

cash flows from existing assets

R d l tilit f t th h b dReduce volatility of returns through broad exposure
– Maintain exposure to all sectors of the broad market, represented by the 

historical median of the Russell 1000 Value.
– Positions >3.5% pared and recycled into existing holdings

Select high quality companies for purchase
– Invest in companies that have the resources and identified catalysts to 

realize intrinsic value in a defined time frame

Adhere to sell discipline
– When present value of future cash flows minus debt equals market cap 

the stock is sold and proceeds are recycled into next opportunity
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Personnel

Michael Pendergast, CFA CIO, Portfolio Manager, Large Cap Value (1983)

Paul B. Carlson, CFA Senior Portfolio Manager, Analyst, Mid Cap Value (1991)

Portfolio Management Team

Eric Fuhrman, CFA Portfolio Manager, Analyst, Fixed Income A+ Intermediate (2001)

Anthony P. Santoliquido Senior Portfolio Manager (1992)

Christopher R. Gerne Portfolio Manager (2002)

Suzanne A. Malone Portfolio Manager (1991)g ( )

Andrew Rothstein, CFA Research Director, Assistant Portfolio Manager, Large Cap Value (2006) 

Stevens C. Sheppard, CCM Portfolio Manager, Core, Growth Equities (2000)

Lauren Wimer Senior Research Analyst (2005) 

Karl Laufenberg Head Equity Trader (2007)

Helena Scholz, CIPM Research Analyst (2008)

David Ayres Equity Trading (2009)

Geoffrey Hauck Research Analyst (2008)

Laura Soehl Performance Analyst (2008)

Jeff Clarke Research Analyst (2011)

David C. Hauck, CPA Director, Product Services Group, Senior Relationship Manager (1999)

Adam Gerentine P d t S i G R l ti hi M (2006)
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City of Ormond Beach 
General Employees’ Pension PlanGeneral Employees  Pension Plan
1Q 2011 Statement of Changes

Cash Equity TotalCash Equity Total

Market Value at January 1, 2011 $                                         150,370 $                                   6,751,828 $                                 6,902,198 

Contributions/ (Withdrawals) $ (1 331) $ (6 089) $ (7 420)Contributions/ (Withdrawals) $                                           (1,331) $                                         (6,089) $                                       (7,420)

Interest & Dividends $                                                    3 $                                        41,074 $                                      41,077 

Realized Gains/(Losses) $                                                  - $                                      265,814 $                                    265,814 

Unrealized Gains/(Losses) $                                                  - $                                      134,139 $                                    134,139 

Market Value at March 31, 2011 $                                      149,042 $                                 7,186,766 $                                 7,335,808 

Total Investment Return at March 31, 2011 $                                                   3 $                                    441,027 $                                    441,030 

Equity Rate of Return 6.54% Russell 1000 Value 6.46%
Total Fund Rate of Return 6.40%
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Figures include accrued income.  Rate of Return calculations are based on monthly valuations.



City of Ormond Beach 
General Employees’ Pension Plan General Employees  Pension Plan 
Long Term Investment Performance

Year
Total Fund Russell 1000 

Rate of Return Value
May - December 2009 27.55% 29.88%

2010 11 87% 15 51%2010 11.87% 15.51%

Annualized as of March 2011

1 Year 13.11% 15.15%

As of March 2011
Cumulative Rate of Return 51.82% 59.72%
Annualized Rate of Return 24.34% 27.67%

(Last 1.92 Years)
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City of Ormond Beach 
Police Officers’ Pension Trust FundPolice Officers  Pension Trust Fund
1Q 2011 Statement of Changes

Cash Equity TotalCash Equity Total

Market Value at January 1, 2011 $                                         103,054 $                                   4,677,391 $                                 4,780,445 

Contributions/ (Withdrawals) $ 4 580 $ (9 718) $ (5 139)Contributions/ (Withdrawals) $                                             4,580 $                                         (9,718) $                                       (5,139)

Interest & Dividends $                                                    3 $                                        28,460 $                                      28,463 

Realized Gains/(Losses) $                                                  - $                                      190,191 $                                    190,191 

Unrealized Gains/(Losses) $                                                  - $                                        87,923 $                                      87,923 

Market Value at March 31, 2011 $                                      107,636 $                                 4,974,247 $                                 5,081,883 

Total Investment Return at March 31, 2011 $                                                   3 $                                    306,574 $                                    306,577 

Equity Rate of Return 6.56% Russell 1000 Value 6.46%
Total Fund Rate of Return 6.42%
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Figures include accrued income.  Rate of Return calculations are based on monthly valuations.



City of Ormond Beach 
Police Officers’ Pension Trust Fund Police Officers  Pension Trust Fund 
Long Term Investment Performance

Year
Total Fund Russell 1000 

Rate of Return Value
May - December 2009 27.53% 29.88%

2010 11 90% 15 51%2010 11.90% 15.51%

Annualized as of March 2011

1 Year 13.08% 15.15%
As of March 2011

Cumulative Rate of Return 51.86% 59.72%
Annualized Rate of Return 24.36% 27.67%

(Last 1.92 Years)
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City of Ormond Beach 
Firefighters’ Pension Trust FundFirefighters  Pension Trust Fund
1Q 2011 Statement of Changes

Cash Equity TotalCash Equity Total

Market Value at January 1, 2011 $                                           81,038 $                                   3,669,339 $                                 3,750,377 

Contributions/ (Withdrawals) $ 1 696 $ (5 728) $ (4 031)Contributions/ (Withdrawals) $                                             1,696 $                                         (5,728) $                                       (4,031)

Interest & Dividends $                                                    2 $                                        22,371 $                                      22,373 

Realized Gains/(Losses) $                                                  - $                                      147,128 $                                    147,128 

Unrealized Gains/(Losses) $                                                  - $                                        69,670 $                                      69,670 

Market Value at March 31, 2011 $                                         82,736 $                                 3,902,781 $                                 3,985,517 

Total Investment Return at March 31, 2011 $                                                   2 $                                    239,170 $                                    239,171 

Equity Rate of Return 6.53% Russell 1000 Value 6.46%
Total Fund Rate of Return 6.38%
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Figures include accrued income.  Rate of Return calculations are based on monthly valuations.



City of Ormond Beach 
Firefighters’ Pension Trust Fund Firefighters  Pension Trust Fund 
Long Term Investment Performance

Year
Total Fund Russell 1000 

Rate of Return Value
May - December 2009 27.62% 29.88%

2010 11 92% 15 51%2010 11.92% 15.51%

Annualized as of March 2011

1 Year 13.17% 15.15%

As of March 2011
Cumulative Rate of Return 51.96% 59.72%
Annualized Rate of Return 24.40% 27.67%

(Last 1.92 Years)
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In 2010 the key drivers of equity performance were company size and leverage.

Small Caps / Big Returns
In 2010  the key drivers of equity performance were company size and leverage.  
The components of the Russell 1000 Value are the Russell 200 (Large Cap 
Stocks), which returned 12.5% in 2010, and the Russell Mid Cap Index which 
returned 25%.  HGK’s LCV portfolio is biased to the Russell 200.
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NIFTY FIFTY REDUX? 
Since October 1994, the 50 biggest stocks in the S&P 1500 averaged 
higher sales and profit growth and a slightly higher P/E ratio than the 
average stock in the index. Over the most recent 12 month period the 
largest 50 stocks have delivered higher profit growth but they have an 
average P/E ratio of 18 versus 21 for the average stock in the index.
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Dow Theory Forecasts, January 3, 2011
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Large Cap Value Equity
Q1 2011 Equity Characteristics

Fund Russell 1000 Value

Portfolio Characteristics

Q1 2011 Equity Characteristics

Fund Russell 1000 Value

Price/Book 1.72 1.66

Price/Sale 1.2 1.3

P/E Ratio 11.5 13.0

Dividend Yield 2.33 2.21

Wtd. Average Market Cap $78.5B $74.2B

Median Market Cap $45.4B $5.3B

Holdings 48 665
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Top Ten Holdings
Large Cap Value Portfolio
As of March 31, 2011

IssueIssue SectorSector % of Portfolio% of Portfolio

Chevron Corp. Energy 3.15%

Danaher Corp. Industrials 2.68%a a e Co p dust a s 68%

JPMorgan Chase & Co. Financials 2.64%

Pfizer Inc. Health Care 2.62%

Apache Corp. Energy 2.59%p p gy

Verizon Communications Inc. Telecommunication 2.39%

General Dynamics Corp. Industrials 2.38%

UnitedHealth Group Inc. Health Care 2.36%p

Travelers Cos. Inc. Financials 2.35%

Kimberly-Clark Corp. Consumer Staples 2.32%

TOTAL 25.48%
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2011 Macro Portfolio Themes

Invest in undervalued high quality companies exhibiting 
strong corporate performancestrong corporate performance.

– Attractive valuations, strong cash flow generation, high ROE’s, 
competitive strength and the ability to return capital to shareholders 
via dividends and share repurchases make these companies 
attractive to investorsattractive to investors 

Invest in low levered fundamentally strong companies with 
the financial flexibility to make strategic acquisitions.

Expansion of asset base through strategic accretive acquisitions will– Expansion of asset base through strategic accretive acquisitions will
reward shareholders

Invest in companies with the ability to generate free cash 
flow non-US, specifically in developing economies.

– Economic growth in developing economies (China, India, Brazil, 
Russia, Vietnam) should outpace GDP growth in the US and Europe 
for the foreseeable future
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Returning Cash to Shareholders

Cash levels are about 10% of the enterprise value Buybacks are one possible strategy a firm canCash levels are about 10% of the enterprise value
of a firm. These levels have not been seen since
the early 1970’s. With interest rates as low as they
are, cash is an unproductive asset. Firms are now
looking to utilize this cash in a manner that will
maximize shareholder value.

y p gy
use to deploy cash. Ongoing strategies to
reduce share count have outperformed the
Russell 3000 fairly consistently over the long
term.
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2011 Sector Allocation Strategies

Overweight Technology
– Biased holdings to mature industry leaders (IBM, Intel, Oracle, 

Microsoft).
– Anticipate substantial capital to be returned to shareholders in the 

form of buybacks and dividends.

Underweight Financials
– Populate sector with conservative higher quality names i.e.Populate sector with conservative higher quality names i.e. 

Travelers, State Street, JPM Chase and financial services 
companies, Goldman Sachs, with a proven record of understanding 
and leveraging risk.

– Financial Services companies earnings will be inhibited by increased 
regulation and higher reserve requirements..

Overweight Healthcare
– Global demographics coupled with attractive valuations dividendGlobal demographics coupled with attractive valuations, dividend 

yields and relatively inelastic demand result in a modest overweight 
to the sector.

– Biased holdings to Big Pharma (JNJ, Merck, Pfizer).
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2nd Quarter 2011 Equity Outlook

Equity markets continued their upward move in the first quarter of the year. It seems not even the unrest in the Middle East, theq y p q y ,
disaster in Japan, nor sovereign debt issues in Europe could derail this advance. The S&P 500 advanced nearly 6% with broad
participation by small, mid, and large capitalization in both value and growth. Returns were impressive and the S&P 500 is up
roughly 96% from the March 2009 low.

It appears the economy has regained some momentum and is on a firmer footing as forecasts for GDP are now in the range of
3%. Fiscal policy benefits from tax cuts and quantitative easing have helped accelerate business activity. The Fed continues to3%. Fiscal policy benefits from tax cuts and quantitative easing have helped accelerate business activity. The Fed continues to
place employment and growth at the top of its priorities. In fact, recently the Fed has hinted at continued easing after the $600B
June plan expires given the weak recent payroll and employment numbers. Growth should be stronger in the first half of the year
with some slowing in the back end. Rising prices in oil and other commodities will serve as a drag by neutralizing the stimulative
effects of the 2% reduction in the Social Security payroll tax. Interest rates are expected to remain low while corporate profits and
cash flows are both expected to be higher again this year. It should be noted, however, that the growth rate in revenue and
earnings is slowing to a more sustainable rateearnings is slowing to a more sustainable rate.

While shorter term prospects appear favorable, there are still significant structural impediments to growth that will prevent GDP
from reaching full potential. High levels of government and consumer debt, a tepid employment picture, increased financial
regulation, and the prospect of increased taxation to reduce the deficit all serve as potential drags on long term domestic growth.
Also, should inflation expectations become unhinged around the world, monetary policy could tighten significantly in developed
countries driving interest rates higher Presently though it appears the Fed cares more about employment and growth and less

Although the statements of fact and data in this report have been obtained from, and are based upon, sources that the Firm believes to be reliable, we do not guarantee

countries driving interest rates higher. Presently, though, it appears the Fed cares more about employment and growth and less
about inflation.
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their accuracy, and any such information may be incomplete or condensed. All opinions included in this report constitute the Firm’s judgment as of the date of this report
and are subject to change without notice. This report is for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of
any security. Past performance is not a guarantee of future results.



2nd Quarter 2011 Equity Outlook

Currently our overall valuation call on the equity market is that it is neither overly attractive nor overly expensive. We think thaty q y y y p
the outlook for monetary policy will be critical in determining equity valuations. The fact that the public sector has not yet
undertaken the process of deleveraging leads us to believe that monetary policy cannot be tightened. Thus, policy should be
favorable for equities.

Our strategy is to focus on larger, higher quality companies. Rarely have so many of the biggest, most well known companies
been available at such attractive discounts. Valuations are attractive relative to the market in general and their ability to enhancebeen available at such attractive discounts. Valuations are attractive relative to the market in general and their ability to enhance
their competitive positions at the expense of weaker competitors has never been better. We expect capital use to be a dominant
theme this year. Stocks should advance or at worst be range bound. The key driver of returns will be companies returning cash
to shareholders, either via share repurchasing, dividend increases, or through companies being the target of takeover. HGK Is
finding attractively valued, high quality, large companies in many sectors of the market which have been more broadly diversified
than in the past. We are still emphasizing companies and industries which are less dependent on economic growth and
consumer spending Specifically we are overweight Healthcare Technology and to a lesser extent Energy while underweighting

Michael Pendergast, CFA

consumer spending. Specifically, we are overweight Healthcare, Technology, and to a lesser extent Energy while underweighting
Financials.

Michael Pendergast, CFA
Managing Director / Chief Investment Officer
HGK Asset Management, Inc.

Although the statements of fact and data in this report have been obtained from, and are based upon, sources that the Firm believes to be reliable, we do not guarantee
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