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Ormond Beach General Employees’ Pension Plan
Q3 2016 Statement of Changes
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Cash Equity Total

Market Value at July 1, 2016 $161,490 $9,050,351 $9,211,841 

Contributions / (Withdrawals) 126,278 (135,800) (9,522)

Interest and Dividends 52 81,329 81,380 

Realized Gains / (Losses) - 258,996 258,996 

Unrealized Gains / (Losses) - 108,971 108,971 

Market Value at September 30, 2016 287,820 9,363,846 9,651,666 

Total Investment Return at September 30, 2016 $52 $449,295 $449,347 

Equity Rate of Return 4.99% Russell 1000 Value 3.48%

Total Fund Rate of Return 4.88%



Ormond Beach Police Officers’ Pension Trust Fund
Q3 2016 Statement of Changes
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Cash Equity Total

Market Value at July 1, 2016 $88,661 $6,393,731 $6,482,392 

Contributions / (Withdrawals) 88,506 (94,273) (5,767)

Interest and Dividends 29 57,771 57,800 

Realized Gains / (Losses) - 178,345 178,345 

Unrealized Gains / (Losses) - 84,027 84,027 

Market Value at September 30, 2016 177,196 6,619,601 6,796,797 

Total Investment Return at September 30, 2016 $29 $320,143 $320,172 

Equity Rate of Return 5.04% Russell 1000 Value 3.48%

Total Fund Rate of Return 4.95%



Ormond Beach Firefighters’ Pension Trust Fund
Q3 2016 Statement of Changes
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Cash Equity Total

Market Value at July 1, 2016 $124,974 $5,401,491 $5,526,465 

Contributions / (Withdrawals) 56,702 (63,317) (6,615)

Interest and Dividends 40 48,889 48,929 

Realized Gains / (Losses) - 152,191 152,191 

Unrealized Gains / (Losses) - 70,823 70,823 

Market Value at September 30, 2016 181,716 5,610,077 5,791,793 

Total Investment Return at September 30, 2016 $40 $271,903 $271,943 

Equity Rate of Return 5.06% Russell 1000 Value 3.48%

Total Fund Rate of Return 4.93%
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City of Ormond Beach
Calendar Year End Performance

Source: HGK Asset Management, Inc.  
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City of Ormond Beach
Annualized Performance as of September 30, 2016

Source: HGK Asset Management, Inc.  
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Large Cap Value
Attribution Analysis Q3 2016

HGK Large Cap Value Russell 1000 Value Attribution Analysis

Average Total Contrib. Average Total Contrib. Allocation Selection Total
Weight Return to Return Weight Return to Return Effect Effect Effect

Total 100.00 5.01 5.01 100.00 3.47 3.47 0.81 0.73 1.54

Health Care 12.81 -2.85 -0.32 11.74 1.13 0.15 -0.01 -0.52 -0.53
Consumer Staples 6.25 -4.77 -0.31 8.94 0.09 0.02 0.10 -0.32 -0.22

Consumer Discretionary 9.11 1.92 0.24 4.52 5.89 0.27 0.10 -0.32 -0.21
Utilities 6.71 -7.22 -0.51 6.75 -5.72 -0.40 0.00 -0.11 -0.11
Energy 13.69 1.75 0.22 13.17 2.26 0.28 -0.03 -0.04 -0.07

Materials 3.64 7.51 0.28 2.85 4.91 0.14 0.02 0.09 0.11
Real Estate -- -- -- 5.16 0.25 0.02 0.16 -- 0.16

Telecommunication Services 2.19 -3.61 -0.08 4.07 -4.84 -0.20 0.17 0.03 0.19
Industrials 9.24 7.63 0.70 9.67 5.43 0.52 -0.00 0.22 0.22

Information Technology 13.44 18.66 2.39 9.86 13.15 1.24 0.32 0.66 0.98

Source: FactSet

Excludes cash. For informational purposes only. Slight rounding errors may occur.
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Large Cap Value
Attribution Analysis YTD 2016

HGK Large Cap Value Russell 1000 Value Attribution Analysis

Average Total Contrib. Average Total Contrib. Allocation Selection Total
Weight Return to Return Weight Return to Return Effect Effect Effect

Total 100.00 12.11 12.11 100.00 10.00 10.00 0.66 1.44 2.10

Information Technology 12.73 24.65 2.96 10.61 17.65 1.69 0.31 0.76 1.07
Health Care 13.18 14.87 2.11 12.13 8.74 1.05 0.03 0.82 0.85

Industrials 9.70 18.05 1.85 9.59 12.98 1.25 0.03 0.58 0.61
Materials 3.83 28.90 1.19 2.75 19.99 0.56 0.21 0.28 0.49
Financials 22.01 0.41 -0.35 23.64 0.15 -0.48 0.27 0.16 0.43

Telecommunication Services 2.37 15.36 0.71 3.25 17.56 0.52 0.06 0.21 0.27
Consumer Discretionary 8.27 5.20 0.65 4.64 3.82 0.19 -0.20 0.20 0.00

Real Estate 1.15 7.56 0.18 4.80 11.87 0.57 -0.04 0.02 -0.03
Utilities 6.95 13.46 1.13 6.71 17.24 1.22 0.05 -0.21 -0.15

Consumer Staples 6.50 4.76 0.42 7.93 11.88 1.01 0.06 -0.42 -0.36

Source: FactSet

Excludes cash. For informational purposes only. Slight rounding errors may occur.
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Large Cap Value
Portfolio Characteristics as of September 30, 2016

Source: HGK Asset Management, Inc.

Fund Russell 1000 Value

Wtd. Avg. Market Cap $93.5 billion $111.6 billion

Median Market Cap $32.6 billion $8.0 billion

Number of Holdings 51 691

P/E Ratio 14.7x 16.4x

ROE 10.40% 10.50%

Dividend Yield 2.50% 2.10%

Beta (vs. Russell 3000) 1.1 0.9

Active Share 76.5% --

Upside Capture (15Y) 101.5% --

Downside Capture (15Y) 101.4% --
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Large Cap Value
Top Ten Holdings as of September 30, 2016

Source: HGK Asset Management, Inc.

Issue Sector % of Portfolio

Chevron Corp. Energy 3.53%

MetLife Inc. Financials 2.66%

American Int'l Group Inc Financials 2.58%

Citigroup Inc. Financials 2.54%

State Street Corp. Financials 2.48%

Micron Technology Inc. Information Technology 2.48%

Cisco Systems Inc. Information Technology 2.45%

Intel Corp. Information Technology 2.45%

Archer Daniels Midland Co. Consumer Staples 2.44%

Applied Materials Inc. Information Technology 2.38%

TOTAL 25.98%

11HGK Asset Management, Inc.
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One of our favorite quadrennial occurrences is upon us: not the Olympics or the International Tchaikovsky Competition, but the election
to determine the next president of the United States. This event is invariably accompanied by an overwhelming deluge of investment
bank research and cable business news segments like “Election Proof Your Portfolio” and “Election 2016: Will Your Investments Win or
Lose?” With this hype machine comes daily fluctuations in the valuations of real businesses based on which candidate might be elected.

We think this is foolish. While the election season does impact short term prices driven by speculation, in the long run the next
Commander in Chief will have little to no impact on the sustainable profitability of most businesses. We always advocate investing with
a very long view and taking advantage of short term dislocations; invest in great businesses at attractive valuations when the market
presents opportunity. We believe we are entering a short term period ripe for opportunistic investing and are patiently anticipating
market-created opportunity, wherever it may come from.

Last quarter we pointed to a severe dispersion in market implied profitability between traditionally perceived “defensive” sectors and
more cyclically oriented sectors. During the quarter, the market began to correct this imbalance with Technology and Industrials stocks
leading performance while Utilities, Real Estate, and Consumer Staples lagged. Despite observing the beginnings of a re-rating, there is
still a long way to go based on market implied profitability.

While we observed the beginnings of a logical sector rotation during the quarter, factor performance provided a muddled picture. The
momentum factor turned negative, likely stemming from the sector rotation. However, the market was led by historically anomalous
factors like 5 Year Beta, R&D/Sales, and Total Cash/Market Cap. Traditional valuation metrics like Price/Operating Cash Flow and
EV/EBITDA remained slightly negative. We continue to expect these factors to revert to long term levels of efficacy and believe they will
serve as a tailwind to future relative performance for our strategies.

As proclaimed by HGK ad nauseam, over the long run, well run businesses that compound ROI and trade at reasonable valuations will be
the highest returning investments. We continue to ensure that our portfolio is best positioned to achieve long term performance. We
embrace short term anomalies while taking advantage of increased dislocations to upgrade both the quality and valuation within our
portfolio.

We continue to execute our disciplined investment process based on our philosophy. Perhaps now more than ever, we believe that
investing in companies with strong competitive moats, which generate significant cash flow from their existing asset bases, and whose
valuations imply strong upside with a significant margin of safety are the best investments for our clients. These types of fundamentally
strong, undervalued firms have the opportunity to provide robust returns through turbulent market environments and permit our clients to
reap the consistent returns that are independent of the headline news items of the moment.

HGK Asset Management, Inc.

HGK Equity Outlook
Third Quarter 2016

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 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.

HGK Asset Management, Inc.                                  Confidential & Proprietary

Michael Pendergast, CFA
CEO / CIO

HGK Asset Management, Inc.
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CFROI by Sector
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Market Data is Implying Significant Deterioration for High  
ROI Cyclicals



14

Factor Effectiveness: Recent 3-Months Comparison
to Long Term Performance
Best vs. Worst Quintile Monthly Returns

Source: Compustat, IBES, First Call, Bernstein Analysis
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For the first time since the 1960s, on the heals of QE, global bond 
yields trade lower than equity yields. This has driven outsized gains 
in low-volatility stocks (high quality, dividend paying).  As a result of 
outperformance, valuations for these stocks have outpaced the 
general market and appear unsustainably high.
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Value has experienced an extreme market dislocation.  Value is 
as cheap as it has ever been relative to the market since the 
Tech-Media-Telecom bubble of the late 1990’s.
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Ormond Beach General Employees’ Pension Plan
Current Holdings as of September 30, 2016
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Equities
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Ormond Beach General Employees’ Pension Plan
Current Holdings as of September 30, 2016
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Ormond Beach General Employees’ Pension Plan
Current Holdings as of September 30, 2016
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Ormond Beach General Employees’ Pension Plan
Current Holdings as of September 30, 2016
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Ormond Beach General Employees’ Pension Plan
Current Holdings as of September 30, 2016
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Ormond Beach Police Officers’ Pension Trust Fund
Current Holdings as of September 30, 2016
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Ormond Beach Police Officers’ Pension Trust Fund
Current Holdings as of September 30, 2016
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Ormond Beach Police Officers’ Pension Trust Fund
Current Holdings as of September 30, 2016
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Ormond Beach Police Officers’ Pension Trust Fund
Current Holdings as of September 30, 2016
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Ormond Beach Police Officers’ Pension Trust Fund
Current Holdings as of September 30, 2016
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Ormond Beach Firefighters’ Pension Trust Fund
Current Holdings as of September 30, 2016

HGK Asset Management, Inc.                                  Confidential & Proprietary

Equities



28

Ormond Beach Firefighters’ Pension Trust Fund
Current Holdings as of September 30, 2016
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Ormond Beach Firefighters’ Pension Trust Fund
Current Holdings as of September 30, 2016
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Ormond Beach Firefighters’ Pension Trust Fund
Current Holdings as of September 30, 2016
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Ormond Beach Firefighters’ Pension Trust Fund
Current Holdings as of September 30, 2016
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