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Quarterly Commentary

Portfolio Update

The Equity Income portfolio did not add or eliminate any positions during the quarter. However, pockets of strength in several areas 

allowed us to trim and reallocate capital to other attractive risk/reward opportunities. We have long called for higher interest rates and 

believe the portfolio is well positioned for this eventuality. We expect volatility to continue as companies and active and passive 

investors adapt to a higher cost of capital and tighter credit environment. Regardless, we believe the portfolio’s growing dividend yield 

is an enduring strategy that—over time—positions clients to achieve their long-term objectives. In times of uncertainty and market 

drawdowns, a diversified portfolio of dividend-focused stocks increases in importance. (More on this below).

There were no purchases or sales during the third quarter. 

1 The S&P 500® Index measures the value of stocks off the 500 largest corporations by market capitalization listed on the New York Stock Exchange or Nasdaq 

Composite. Past performance is not indicative of future results. 

The equity market, as measured by the S&P 500® Index, dropped 3.3 percent in the third quarter, a modest decline as the bullish 

sentiment that fueled that market’s rally over the past twelve months faded. The S&P 500® is still showing impressive twelve-month 

gains, up 21.6 percent. Investors are responding to inflation indicators and related Federal Reserve comments and policy. With 

concern, we note that the yield curve has been inverted for a record number of consecutive months. In our view, this is an unhealthy 

clue that economic activity is slowing. It also presents structural challenges to traditional financing models. Against this, we remind 

clients that market-based economies typically adapt to change and risks successfully. Over time, we believe stable policy (fiscal, 

regulatory, and monetary) will aid in the favorable resolution of the current cycle.

We do see potential problems looming that could be more difficult for the market to adapt to should they materialize. For example, last 

quarter, we discussed the rising risk of Chinese economic decoupling. Another concern is the historically large amount of market 

capitalization represented by just a handful of household mega-tech (just seven stocks represent nearly fifty percent of major large 

growth indexes and nearly thirty percent of the S&P 500). If one or two of these companies experience a misstep, it could trigger a 

vicious circle of selling that will have a disproportionately negative impact on the entire equity market. We are attempting to reduce 

exposure to these risks prudently.

Market Commentary and Outlook

The value of a financial asset is the present value of its future cash flows, and the only cash flows an equity owner will receive are 

dividends (unless they sell the stock). Therefore, an investor must forecast dividends to handicap a stock’s risk/return profile 

accurately. While Torray uses the current dividend as one indicator of business strength, we emphasize the potential for future 

dividends. Characteristics favorable to this potential that attract us include recurring, non-cyclical revenue streams, competitive 

advantages, management’s track record with reinvestment opportunities, and prudent balance sheet deployment. We try to avoid the 

stocks of businesses lacking the ability to pay future dividends.

Some investors view dividends as a signal that a company’s growth prospects are behind it. However, that is not always the case. We 

believe companies that pay dividends must ensure they only allocate capital to projects that will earn attractive returns, while actively 

avoiding those that do not. This is especially important in a rising rate environment. Over the long term, this discipline provides more 

robust, higher-quality growth profiles, especially from a consistency perspective. Dividends and the potential for dividend growth might 

also mitigate the downside during periods of market stress, all else being equal. Therefore, a diversified portfolio across dividend-

paying companies and those with the ability to pay dividends in the future has the potential to lower risk and improve returns over time. 

The Importance of Dividends
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Best and Worst Performers in the Quarter

Phillips 66 Crown Castle

Amgen Vail Resorts

Blackstone Lockheed Martin

SLM Corp Preferred Series B Enbridge

EOG Resources Qualcomm

Reflects the top five holdings that contributed to and detracted from composite performance listed in descending order. Specific securities identified do not represent all 

the securities purchased, sold, or recommended for the strategy. A contribution analysis list of all holdings and calculation methodology information are available upon 

request. Do not assume any securities identified were or will be profitable. Past performance is not indicative of future results. 

Risk-Managed, 

Concentrated Investing

For more than 50 years, 

we’ve built active portfolios 

based on our research-

driven conviction in the 

relatively few businesses 

able to create economic 

value for shareholders.

Independent, Stable and 

Client Centric

Institutional-Quality

Boutique

Broad-based active equity 

ownership bound by a 

partnership mentality drive tight 

alignment with our client’s long-

term interests.

Unburdened by bureaucracy, we 

are more creative and agile in 

efforts to deliver exceptional 

client service and consistent 

long-term risk-adjusted 

performance.

Why Consider Torray Investment Partners as Your Equity Income Solution? 

Contact

Business Development

Bryan Leibrand, CIMA®, Director

bleibrand@torray.com

Client Relations & Marketing

Breck Scalise, Director

bscalise@torray.com

General

301.493.4600

855.753.8174 (toll free)

Disclosures
This commentary is for informational purposes only and should not be viewed as a recommendation to buy or sell any security. There is no guarantee that the views 

expressed will come to pass. Torray Investment Partners LLC is an independent registered investment adviser. Registration of an investment adviser does not imply any 

level of skill of training. Past performance is not indicative of future results. For additional information about Torray Investment Partners LLC, including fees and services, 

please contact us or refer to the Investment Adviser Public Disclosure website (www.adviserinfo.sec.gov). 
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