
 
 

 

 

 

January 2020 

 

 

 

Dear Clients and Advisors:  

 

 

We are pleased to report another solid quarter of positive performance for all Corbyn account 

strategies, completing a strong year with gains in each quarter.  During the fourth quarter, 

broader equity indices and Corbyn equity-oriented portfolios moved higher as a solid third 

quarter earnings season, improved global macroeconomic data, and the announcement of a 

“phase one” trade deal with China fed hopes of an acceleration of corporate earnings growth.  

Our fixed income portfolios earned positive returns despite the headwinds stemming from 

rising interest rates during the quarter that caused some broader fixed income indices to post 

flat to slightly negative performances.  

   

As we write this quarter’s letter and reflect over the last year, it is quite apparent that there is 

a large contrast between the mindset of investors today versus a year ago.  At the start of 2019, 

investors were extremely anxious as many prognosticators were predicting the U.S. would slip 

into a recession.  As the year progressed, however, recession fears eased as continued 

consumer strength underpinned by a strong and improving job market, an about-face by the 

Federal Reserve to a more accommodative posture, and signs of easing trade tensions fueled a 

stock market rally.  While emotion influenced many investors’ investment decisions during 

the uncertainty at the beginning of the year, 2019 turned into a classic example of how difficult 

it is to predict market movements.  The strong market performance that unexpectedly followed 

this time of angst and fear serves as a good reminder of the importance of maintaining a 

disciplined, long-term investment approach in order to participate in a rally that very few were 

predicting.  Many investors who paid too much attention to the “talking heads” in the media, 

significantly reduced their stock positions late in 2018, and missed the ensuing rally.  Given 

our long-term approach across our investment strategies, our asset allocation remained 

relatively unchanged, allowing our equity-oriented accounts to successfully participate in the 

year’s market rally, and our fixed income investments to post another year of consistent gains.     

 

 

 



Since our founding in 1973, we have strived to continually improve our investment research 

process by consistently adapting to ever-changing market dynamics and available investment 

tools.  One recent aspect of this evolution is increasing our consideration of environmental, 

social, and governance (ESG) issues into the general mosaic we use when evaluating an 

investment opportunity.  As the investment and corporate communities become more focused 

on ESG topics, it is increasingly important to be cognizant of how the market perceives a 

company’s risks related to these issues.  While many consider ESG issues to be “non-financial” 

because they may not directly appear in financial statements, they can certainly have 

significant positive or negative impacts on a company’s financial results and market valuation.   

 

To augment our efforts in this area, we have recently invested in research and data that allows 

us to focus on those ESG issues that we believe are most important to minimizing credit risk 

and ensuring long-term shareholder value creation.  A thoughtful analysis of ESG topics can 

help identify and evaluate company-specific risks, how a company addresses these risks, and 

how these risks may compare to its peers or the market overall.  For example, a core tenet of 

our investment process is identifying strong management teams, and an enhanced analysis of 

corporate governance factors can bolster that process.  In addition, this approach can help us 

identify, and avoid, ESG-related controversies that could impair a company’s value, cause 

potential future financial liabilities, or be a harbinger of future negative developments.     

 

Strategic Income - ESG 

 

To further this effort in a formalized manner, we have introduced a new separate account 

investment strategy, Strategic Income – ESG.  Similar to Strategic Income, this strategy invests 

in short-duration, high-yield debt securities, but also diligently incorporates our analysis of 

ESG risk factors into the security selection process.  We believe this strategy is a natural 

extension to the Strategic Income strategy with the same overall objective of generating 

consistent returns with limited volatility.  Importantly, this strategy additionally affords 

investors the opportunity to promote strong corporate stewardship of investors, employees, 

and communities by providing leading companies with greater access to capital at lower costs. 

 

Our investment process allows us to go beyond the traditional negative-screening approach of 

simply excluding particular industries from investment consideration. Instead, we are seeking 

to identify risks involved in a specific company’s operations that may have material financial 

implications for fundamental performance and, consequently, asset valuation.  For example, 

our analysis of environmental factors may include evaluating policies promoting 

sustainability, the impact of a company’s carbon footprint, and the desire and/or ability to 

enhance resource efficiency.  In social analysis, we consider the degree to which a company 

provides a safe, supportive, and diverse environment for their employees through strong 

business ethics, labor relations and data privacy and security.  Strong corporate governance 

includes experienced management teams with track records of strong performance through 

market cycles, compensation plans properly aligned with stakeholders, and a corporate 

structure ensuring fair and strong stakeholder rights. 

 



We are excited about this recent addition to our investment options and welcome the 

opportunity to have a conversation with you about how Strategic Income - ESG, or any of our 

other portfolio strategies, may fit your investment objectives. 

 

 

We hope you had a happy holiday season and wish you the best in 2020! Please contact us if 

we can be of service in any way, and we look forward to reporting to you again after the first 

quarter.   

 

 

Respectfully, 

 

         
Charles vK. Carlson, CFA            Michael J. Fusting, CFA 

President            Senior Vice President 

Co-Chief Investment Officer            Co-Chief Investment Officer 

 

                                        
Michael J. Pulcinella            Michael A. Goodman, CFA                

Head Trader & Investment Analyst               Senior Investment Analyst       

 

   
George A. Truppi, CFA                

Senior Investment Analyst       
 

 

*** 
 

 This letter and its attachments are for the sole use of our clients and the information provided is not intended to be distributed to 

any other person. The commentary contained in this material is based on information believed to be reliable, but we do not 

represent that it is accurate or complete. The opinions expressed contain general information, are subject to change and should 

not be considered recommendations to buy or sell any security. Our expectations, beliefs and projections about performance or 

the markets are not guarantees of future results. Duration is a commonly used measure of the potential volatility of the price of a 

debt security, or the aggregate market value of a portfolio of debt securities, prior to maturity. Securities with a longer duration 

generally have more volatile prices than securities of comparable quality with a shorter duration. 

       

 


