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Integrity Mid Cap Value Equity Strategy 
First Quarter 2023 Performance Summary 
 
Commentary Highlights: 

• Security selection in industrials, consumer staples, and communication services led to outperformance  
• Stock selection in consumer discretionary and materials were minor detractors. 
• Lower exposure to financials and larger exposure to technology and consumer industrials helped.   
• Coty Inc Cl A (COTY), Builders FirstSource, Inc (BLDR), and Lions Gate Entertainment Cl (LGF.B) were the three 

largest contributors. 
• Western Alliance Bancorp (WAL), Fifth Third Bancorp (FITB), and Centene Corp (CNC) were the three largest 

detractors. 
 
Top 5 Holdings – Representative Account  
 

 12/31/2022    3/31/2023  
Ticker Name Weight  Ticker Name Weight 
O Realty Income Corporation 1.47  O Realty Income Corporation 1.43 
MSI Motorola Solutions, Inc. 1.43  PH Parker-Hannifin Corporation 1.37 
FITB Fifth Third Bancorp 1.40  MSI Motorola Solutions, Inc. 1.35 
WELL Welltower Inc. 1.37  STT State Street Corporation 1.29 
VICI VICI Properties Inc. 1.26  BLDR Builders FirstSource, Inc. 1.25 

 
Comments 
Parker-Hannifin Corp. (PH) and Builders FirstSource, Inc. (BLDR) both outperformed to become top five holdings. State 
Street Corp. (STT) has been a top holding that made its way into the top five. Fifth Third Bancorp (FITB) underperformed 
and dropped out of the top holdings. Welltower Inc. (WELL) and VICI Properties Inc. (VICI) remain top holdings just 
outside the top five. 
 
Sector Weights – Representative Account 

 12/31/2022 O/U 03/31/2023* O/U 
Communication Services 2.39 -0.72 2.32 -0.97 
Consumer Discretionary 10.71 0.82 10.03 -0.05 
Consumer Staples 4.77 0.69 5.11 1.44 
Energy 5.17 -0.28 4.94 -0.05 
Financials 15.25 -2.95 12.62 -3.30 
Health Care 7.41 -0.06 7.44 0.04 
Industrials 18.20 2.59 19.50 2.59 
Information Technology 10.26 1.43 11.43 1.63 
Materials 7.95 0.34 7.48 -0.37 
Real Estate 8.33 -2.26 8.81 -1.59 
Utilities 8.05 -1.10 7.98 -0.93 

*GICS sectors reclassified in March 
 
Comments 
Industrials and real estate increased in weight, while exposure to financials and consumer discretionary decreased.  
 
Our industrial weight increased with the purchase of four new companies. Early in the quarter, we bought Ryder System, Inc. 
(R) as it was benefitting from companies outsourcing their logistics needs after the supply chain snarls that appeared after the 
pandemic. Lincoln Electric Holdings, Inc. (LECO) trades in line with historical valuations despite an expanded automation 
offering and strong exposure to U.S. stimulus and reshoring trends. PACCAR Inc. (PCAR) is a high-quality, low-beta 
cyclical company that should benefit from its newer truck models, which should help market share and margins. We bought 
Ferguson Plc (FERG) as we believe it will benefit from an improved funding and growth backdrop for water-related products 
following the infrastructure bill passage. We eliminated a few positions. BWX Technologies Inc. (BWXT) and WESCO 
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International, Inc. (WCC) were sold to fund other opportunities. Lack of upcoming catalysts and a potential slowdown in 
container waste volumes as residential construction weakens led to the sale of Republic Services, Inc. (RSG). Crane Holdings 
Co. (CR) was liquidated as it reached our valuation target ahead of its upcoming split into two companies. We exited 
Oshkosh Corp. (OSK) after the company lost its re-bid efforts for the JLTV military vehicle new generation model. Losing 
this large piece of revenue will impact the ability of the company to meet earnings targets. We sold Rockwell Automation, 
Inc. (ROK) as it was trading at the high end of its valuation range and will likely see multiple compression as order rates slow 
against tough comparisons. 
 
Our real estate exposure increased as we added to current positions.  
 
Our weight in financials decreased due to underperformance in banks as the market was worried about deposit outflows and 
overall liquidity. In light of this, we reduced our overall exposure to banks with high liquidity and credit risk, which 
prompted the sale of Western Alliance Bancorp (WAL) and First Republic Bank (FRC). Additionally, we swapped a couple 
of insurance companies. Early in the quarter, we sold Unum Group (UNM) and deployed proceeds into First American 
Financial Corp. (FAF) as we believe interest rates will peak soon. Refinancing volumes have troughed and new home activity 
is picking up. Allstate Corp. (ALL) was eliminated in favor of RenaissanceRe Holdings Ltd. (RNR). We exited our position 
in Allstate Corp. (ALL) after a second consecutive quarter of adding to prior period loss reserves. We are less confident that 
they will reach pricing adequacy in the near term. RenaissanceRe Holdings Ltd. (RNR) should benefit from increased 
reinsurance demand from primary insurers as they look to offset risks. Higher climate activity (i.e., hurricanes) has increased 
losses for primary insurers over the past three years. This increased demand for reinsurance along with the lack of 
reinsurance capacity has meaningfully pushed up reinsurance prices. 
 
Overall activity in consumer discretionary resulted in a lower weight as we sold a couple of positions. Concern about 
execution risk following the unexpected departure of a recently named CEO of Victoria’s Secret and Pink brands led to the 
liquidation of Victoria’s Secret & Co. (VSCO). Ross Stores, Inc. (ROST) was sold to take profits. We swapped Aptiv PLC 
(APTV) for Visteon Corp. (VC), as we believe Visteon Corp. (VC) offers a superior growth profile off of a smaller asset 
base. The company has grown faster than the market the last three years and will likely continue to increase content per 
vehicle (CPV) as passenger cars garner more electrification and connectedness. We sold Travel + Leisure Co. (TNL) and 
used proceeds to purchase Marriott Vacations Worldwide Corp. (VAC). An acquisition made by Travel + Leisure Co. (TNL) 
has been a disappointment as synergies have been slower to develop than expected. Marriott Vacations Worldwide Corp. 
(VAC) trades at an attractive valuation, is returning capital to shareholders, and should continue to benefit from consumers’ 
preference for experiences.  
 
Exposure to materials decreased. We sold Ashland Inc. (ASH) as its end markets are beginning to see destocking, which 
should drive margin compression as volumes decline. We sold Packaging Corporation of America (PKG) and Steel 
Dynamics, Inc. (STLD) and used proceeds to invest in higher-conviction holdings. We added Alcoa Corp. (AA) and 
Albermarle Corp. (ALB). We bought Alcoa Corp. (AA) as we believe that industrial production globally is in the process of 
bottoming and should drive an increase in their profitability via higher aluminum prices. Electric vehicle demand is expected 
to significantly increase from 5 million units in 2022 to over 45 million units in 2030. We purchased Albermarle Corp. 
(ALB) as the company is expanding capacity at the right time to take advantage of this expected demand. 
 
The weight in energy decreased. Both Antero Resources Corp. (AR) and Cheniere Energy, Inc. (LNG) were sold as natural 
gas prices have been hit hard due to a combination of high storage levels, warm weather, and reduced export capacity for an 
extended period of time. Valero Energy Corp. (VLO) and PDC Energy, Inc. (PDCE) were new additions. Valero Energy 
Corp. (VLO) is a low-cost producer with favorable geographic locations in strong refining environments. Valero Energy 
Corp. (VLO) should benefit from a strong driving season, which in turn increases the need for gasoline and diesel. In 
addition, the company’s complex refineries are much more flexible regarding what feedstocks they can use in this volatile 
environment. We bought PDC Energy, Inc. (PDCE) as we believe the price of oil will remain elevated despite recession 
risks. The industry has been structurally under-invested in for several years and now faces growing demand due to sanctions 
on Russia. 
 
Our technology weight stayed even. We sold ON Semiconductor Corp. (ON) to take profits and deployed proceeds into 
Teradyne, Inc. (TER). Teradyne, Inc. (TER) is a market leader in test equipment, a beneficiary of the upcoming chip test 
cycle (3nm and chiplets), is in a strong position in the cobot space, and has cyclically depressed earnings. Concern about the 
impact of a recent cyberattack on future results led to the sale of MKS Instruments, Inc. (MKSI). We added Microchip 
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Technology Inc. (MCHP) late in the quarter. Microchip Technology Inc. (MCHP) trades at a discount to analog peers, is 
exposed to growing end-markets, and is increasing capital return to shareholders. 
 
In health care, we added GE Healthcare Technologies Inc. (GEHC) and sold Elanco Animal Health, Inc. (ELAN).  
GE Healthcare Technologies Inc. (GEHC) spun out of General Electric (GE). Catalysts for the purchase include pent-up 
demand from U.S. hospitals for imaging capacity, new handheld ultrasound units with new learning software that should see 
early and strong adoption, and the belief that management can deliver on sales growth and margin expansion. Concerns that 
Elanco Animal Health, Inc. (ELAN) would continue to struggle due to competitive headwinds and challenges in their Pet 
Health segment led to the sale. 
 
The sale of Nexstar Media Group (NXST) led to a slight decrease in weight within communication services. We are exiting 
broadcasters, as we were concerned that net retransmission growth may be more challenging going forward. The balance of 
power appears to be shifting back to the networks as they prioritize content on their own streaming platforms.  
 
 
Top Contributors/Detractors (Quarter ended 3/31/2023) – Representative Account 
Contribution to Return Relative to Benchmark 
 

 Best    Worst  
Ticker Name Total     

Effect  
 Ticker Name Total 

Effect 
COTY Coty Inc. Class A 0.28  WAL Western Alliance Bancorp -0.22 
BLDR Builders FirstSource, Inc. 0.17  FITB Fifth Third Bancorp -0.20 
LGF.B Lions Gate Entertainment Cl B 0.17  CNC Centene Corporation -0.19 
JBL Jabil Inc. 0.17  HAL Halliburton Company -0.18 
CPRT Copart, Inc. 0.17  FRC First Republic Bank -0.18 

  
 
Comments 
Banks underperformed the market as worries about deposit outflows and liquidity dominated. Worries about liquidity hurt 
Western Alliance Bancorp (WAL) as it has a riskier deposit profile than its peers. Centene Corp. (CNC) lagged as cost 
inflation in general and administrative expenses drove an EBITDA miss. Disappointing RFP updates and Medicare 
Advantage rate headwinds also hurt. Halliburton Company (HAL) pulled back with the rest of the energy group in the first 
quarter. Worries about liquidity, as it has a much riskier deposit profile (68% uninsured) than its peers, hurt First Republic 
Bank (FRC).     
 
 
Attribution – Representative Account 
Q1 2023 
 
Security selection in industrials, consumer staples, and communication services led to outperformance. Stock selection in 
consumer discretionary and materials were minor detractors. Sector weights were a modest positive. Lower exposure to 
financials and larger exposure to technology and consumer industrials helped.  
 
Builders FirstSource, Inc. (BLDR), Copart, Inc. (CPRT), Old Dominion Freight Line, Inc. (ODFL), and Pentair plc (PNR) 
paved the way within industrials. Builders FirstSource, Inc. (BLDR) delivered quarterly results that exceeded expectations, 
provided a better-than-expected 2023 guidance range, and saw housing data begin to recover in 1Q23. Copart, Inc. (CPRT) 
benefitted from falling used car prices and investor rotation into more defensive stocks late in 1Q23. Tonnage viewed as 
bottoming in Q1, along with strong cost management last quarter, boosted the earnings outlook for Old Dominion Freight 
Line, Inc. (ODFL). Shares performed strongly following well-received comments from Pentair plc (PNR) surrounding its 
2023 guidance and increased long-term targets.  
 
Coty Inc. Class A (COTY) was a notable positive contributor in consumer staples. Strong demand for beauty products led 
Coty Inc. Class A (COTY) to post a beat-and-raise quarter, and also increased guidance later in the period. Lamb Weston 
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Holdings, Inc. (LW) also helped performance. The company delivered a strong earnings report and guidance as demand has 
stabilized while potato pricing continues to outpace costs. Archer-Daniels-Midland Co. (ADM) limited performance. A 
decline in oil and commodity prices proved to be a headwind to earnings estimates for Archer-Daniels-Midland Co. (ADM). 
 
In communication services, Lions Gate Entertainment Corp. Class B (LGF.B) and Liberty Media Corp. Series C Liberty 
Formula One (FWONK) were the main highlights. Lions Gate Entertainment Corp. Class B (LGF.B) rallied on an earnings 
beat and solid theatrical results from their latest John Wick film. Liberty Media Corp. Series C Liberty Formula One 
(FWONK) benefitted from reports of acquisition interest as well as enthusiasm around the 2023 race season, which includes 
the new Las Vegas Grand Prix.  
 
Macy’s (M) was the largest detractor within consumer discretionary. Despite an earnings beat and a better-than-feared guide, 
concerns about a slowing consumer weighed on shares of Macy’s (M). 
 
Within materials, security selection in metals & mining companies hurt performance. We missed owning some of the better 
performers in the group. Reliance Steel & Aluminum Co. (RS) aided performance. The company reported upside 4Q22 
earnings and guided to a much stronger 1Q than expected on better margins and steel volumes.  
 
Our average real estate holding outperformed the benchmark. We missed owning some of the worst performing real estate 
companies. Of the real estate companies that we own, Welltower Inc. (WELL), up 10%, was our top performer.  
 
Selection in technology was modestly positive. Jabil Inc. (JBL) and Skyworks Solutions, Inc. (SWKS) were top performers. 
Jabil Inc. (JBL) reported solid results in a tough environment and was helped by a business model that is benefitting from 
companies rebalancing their supply chains globally. Skyworks Solutions, Inc. (SWKS) shares traded up on better-than-feared 
results and guidance along with a new share buyback program.  
 
Performance in financials was even, as our underweight to banks helped offset some of the lagging banks that we owned. 
Worries about liquidity hurt Western Alliance Bancorp (WAL) as it has a riskier deposit profile than its peers. Banks such as 
Fifth Third Bancorp (FITB) and Huntington Bancshares Inc. (HBAN) underperformed the market as worries about deposit 
outflows and liquidity dominated. Worries about liquidity, as it has a much riskier deposit profile (68% uninsured) than its 
peers, hurt First Republic Bank (FRC). 
 
Health care slightly underperformed. Centene Corp. (CNC) and Organon & Co. (OGN) weighed on performance. Centene 
Corp. (CNC), down 23%, lagged as cost inflation in general and administrative expenses drove an EBITDA miss. 
Disappointing RFP updates and Medicare Advantage rate headwinds also hurt. Organon & Co. (OGN) fell 15% as gross 
margins were 200 basis points below estimates and EBITDA missed estimates, driven by an inventory charge and a sales 
reserve.  
 
Overall security selection in energy was a small negative. Halliburton Company (HAL) pulled back with the rest of the 
energy group in the first quarter. Antero Resources Corp. (AR) underperformed as natural gas prices have been hit hard due 
to a combination of high storage levels, warm weather, and reduced export capacity. We sold the position. 
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Outlook 
 
Where do we go from here? 
This isn’t where we intended to be 
We had it all, you believed in me 
I believed in you. 
Certainties disappear 
What do we do for our dream to survive? 
How do we keep our passions alive 
As we used to do?  
– Evita 
 
These lyrics from the musical Evita encapsulate the message from the stock market to the Federal Reserve. It has been a 
tumultuous month. In the U.S., two large banks failed (Silicon Valley Bank and Signature Bank) and another is closing its 
doors (Silvergate). In Europe, Credit Suisse was forced into the arms of UBS at a fire sale price. We’ve felt that we have been 
close to the edge of something breaking. We certainly didn’t know what that would be.  
 
Where do we go from here? The market thinks it’s back to zero interest rate policy (ZIRP). We base that opinion on what has 
worked since the failure of Signature Bank. The tech-heavy NASDAQ 100 has had its best month since March 2010. Mega-
cap tech stocks have found new life. Bitcoin (Bloomberg Galaxy Bitcoin Index), a good risk proxy, is up 42%.  Most telling 
is the performance of nonprofitable technology. This group is up over 10% since 3/10/23. What needs to happen for 
nonprofitable dreams to survive, to keep the passion alive? The answer: ZIRP. Easy and cheap money is needed to continue 
to flaunt the realities of finance. You need cash flow to survive. If you can’t get that from operations, it needs to come from 
outside sources. Those sources dried up with higher rates. In fact, we believe that was likely what lit the fuse on the Silicon 
Valley Bank failure. 
 
We think it is likely the Federal Reserve will pause rate increases and accept the risk of higher inflation. The issues in the 
banking sector will probably slow the economy, helping the Fed with their mission. However, we don’t see a return to ZIRP. 
ZIRP was an anomaly in the history of interest rates. 
 
Our thesis has been a simple one. Normal interest rates mean a reversion to normal asset class behavior. Smaller companies 
and value have underperformed for a historically long period of time that also coincides with ZIRP. This trend had been 
reversing as rates moved higher. We believe it will continue. The portfolios are not positioned for a return to ZIRP. However, 
we have tried to strike a balance between cyclical and more stable companies in the portfolio. So far, this positioning has 
served us well. We will continue to monitor the market for what we see as the best risk/reward opportunities for our clients, 
while striving to maintain balance relative to the macro environment. 
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INTEGRITY MID CAP VALUE EQUITY STRATEGY – REPRESENTATIVE ACCOUNT 
       
TOP 10 ACTIVE OVERWEIGHTS  TOP 10 ACTIVE UNDERWEIGHTS 
       
Ticker Company Name Active 

Weight 
 Ticker Company Name Active 

Weight 
ODFL Old Dominion Freight Line, Inc. 1.13  PSX Phillips 66 -0.77 
FLEX Flex Ltd. 1.11  BIIB Biogen Inc. -0.65 
CPRT Copart, Inc. 1.07  NUE Nucor Corporation -0.65 
BLDR Builders FirstSource, Inc. 1.04  AFL Aflac Incorporated -0.65 
JBL Jabil Inc. 1.00  CARR Carrier Global Corp. -0.63 
RL Ralph Lauren Corporation Class A 0.98  WMB Williams Companies, Inc. -0.60 
COTY Coty Inc. Class A 0.96  ED Consolidated Edison, Inc. -0.56 
DHI D.R. Horton, Inc. 0.96  AME AMETEK, Inc. -0.55 
KBR KBR, Inc. 0.96  BK Bank of New York Mellon Corp. -0.55 
DAL Delta Air Lines, Inc. 0.94  KR Kroger Co. -0.53 
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INTEGRITY MID CAP VALUE EQUITY STRATEGY – REPRESENTATIVE ACCOUNT 
     
NEW POSITIONS  CLOSED POSITIONS 
Ticker Company Name  Ticker Company Name 

AA Alcoa Corporation  ALL Allstate Corporation 
ALB Albemarle Corporation  APTV Aptiv PLC 
FAF First American Financial Corporation  AR Antero Resources Corporation 
FERG Ferguson Plc  ASH Ashland Inc. 
GEHC GE Healthcare Technologies Inc.  BWXT BWX Technologies, Inc. 
LECO Lincoln Electric Holdings, Inc.  CR Crane Holdings Co. 
M Macy’s, Inc.  ELAN Elanco Animal Health, Inc. 
MCHP Microchip Technology Incorporated  FRC First Republic Bank 
PCAR PACCAR Inc.  LNG Cheniere Energy, Inc. 
PDCE PDC Energy, Inc.  MKSI MKS Instruments, Inc. 
R Ryder System, Inc.  NXST Nexstar Media Group, Inc. 
RNR RenaissanceRe Holdings Ltd.  ON ON Semiconductor Corporation 
TER Teradyne, Inc.  OSK Oshkosh Corp. 
VAC Marriott Vacations Worldwide Corporation  PKG Packaging Corporation of America 
VC Visteon Corporation  ROK Rockwell Automation, Inc. 
VLO Valero Energy Corporation  ROST Ross Stores, Inc. 
   RSG Republic Services, Inc. 
   STLD Steel Dynamics, Inc. 
   TNL Travel + Leisure Co. 
   UNM Unum Group 
   VSCO Victoria’s Secret & Company 
   WAL Western Alliance Bancorp 
   WCC WESCO International, Inc. 
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Composite Performance (%) 
As of December 31, 2022 

 
Past performance cannot guarantee future results. Returns for periods greater than one year are annualized; returns reflect the 
reinvestment of dividends and other earnings. 
A GIPS® Report is provided at the end of this document. 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

Integrity Mid Cap Value Equity strategy focuses on mid-cap companies that are currently trading below our estimate of intrinsic 
value and are characterized by improving investor sentiment.  
Index returns are provided to represent the investment environment during the periods shown. Index returns include the 
reinvestment of dividends and capital gains but do not include transaction costs, management fees or other costs. One cannot 
invest directly in an index. 

Information relating to portfolio holdings is based on the representative account in the composite and may vary for other 
accounts in the strategy due to asset size, client guidelines and other factors. The representative account is believed to most 
closely reflect the current portfolio management style.  
The information in this article is based on data obtained from recognized services and sources and is believed to be reliable. 
Any opinions, projections or recommendations in this report are subject to change without notice and are not intended as 
individual investment advice. The securities highlighted, if any, were not intended as individual investment advice A complete 
list of all holdings for the previous 12 months, each holding’s contribution to the strategy’s performance, and the calculation 
methodology used to determine the holdings’ contribution to performance is available on request.  Victory Capital Management 
Inc., and its affiliates, as agents for their clients, and any of its officers or employees, may have a beneficial interest or position 
in any of the securities mentioned, which may be contrary to any opinion or projection expressed in this report. 

Contributors and Detractors Source: FactSet. The top contributors and detractors are presented to illustrate examples of the 
portfolio’s investments and may not be representative of the portfolio’s current or future investments. The percent displayed is 
contribution to return. Holdings are as of quarter end and may change at any time.  

Integrity Asset Management is a Victory Capital Franchise. Advisory services offered by Victory Capital Management Inc., an 
SEC-registered investment adviser. 

 
V17.048 // 1Q 2023 INTGY Mid Cap Val Strategy COM 

 Quarter YTD 1-Year 3-Year 5-Year 10-Year 

Since 
Inception 

(07/02/02) 
Integrity Mid Cap Value Equity (Gross) 11.44 -6.04 -6.04 8.84 7.29 11.69 10.80 

Integrity Mid Cap Value Equity (Net) 11.21 -6.84 -6.84 7.91 6.43 10.78 9.88 

Russell Midcap® Value Index 10.45 -12.03 -12.03 5.82 5.72 10.11 9.41 
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