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Second Quarter Review 

 
Our products underperformed their respective 
benchmarks in the second quarter. Heightened volatility 
returned, culminating in the UK’s vote to leave the EU. 
This led to a lower global economic growth outlook and 
took interest rate hikes off the table for the foreseeable 
future. A rush to stocks with higher dividend yields 
which typically offer a lower return on equity (ROE) 
ensued. Our portfolio is positioned for positive economic 
growth, with relatively low yielding, high ROE stocks, 
hence the quarter’s underperformance. 
 
New Amsterdam Partners continues to use our proven 
process, strategy and proprietary technology to 
successfully invest our clients’ assets with a long-term 
perspective.  We use a valuation model to identify 
companies with better than average forecast growth and 
profitability selling at reasonable valuation multiples.  
We then subject the high expected return companies to 
rigorous fundamental scrutiny.  We focus on companies 
with solid earnings and cash flow whose stock prices we 
believe are below fair value. 
 
We are deeply appreciative of the trust and loyalty that 
our clients have shown us, and we are working hard to 
keep your portfolios in line with the strong long term 
track record that we’ve been able to deliver. 
 
 

Second Quarter Performance Spotlight: 
Large Growth Social Equity 

 
After outperforming in the first quarter, the Large Growth 
Social strategy lagged the Russell 1000 Growth Index ® in 
the second quarter. After a difficult April, brought on by 
disappointing US GDP growth and inactivity from the 
Bank of Japan on further monetary stimulus, 
outperformance returned in May, only to be rocked by 
June’s Brexit vote, which negatively impacted many of 
our holdings. From an attribution perspective, both our 
sector selection and stock selection were weak. An 
overweight in consumer discretionary and an 
underweight in the rallying energy sector detracted from 
performance. Stock selection was strong in consumer 
staples and energy, but weak in consumer discretionary, 
industrials and health care.  
 

 
Market Outlook 

 
The stock market rose in the second quarter.  The Russell 
1000® gained 2.5%, the Russell Mid Cap® was up 3.2%, 
the Russell 2500® 3.6% and the Russell 2000® 3.8%.  A 
number of macro issues dominated the headlines.  The last 
week of April saw disappointments over monetary policy 
moves in Japan and Europe.  In May and June there were 
concerns about global economic growth and the result of 
the Brexit vote, with stocks taking a leg down before 
recovering somewhat.  US employment and durable goods 
numbers were also disappointing, and the strength of the 
dollar put another crimp in the US outlook. 
 
There continued to be a flight from risk assets to those 
believed to be safe havens.  Stock correlations went up 
again, a headwind to active managers like us.  The best 
performing sectors in the US were energy, utilities, 
telecommunications, health care and consumer staples.  
High dividend yield stocks with low growth did well since 
many of them sport yields higher than long term bond 
interest rates.  Many high yield stocks are high debt, low 
return on equity stocks and conversely low debt, high 
return on equity stocks did poorly, as did stocks poised to 
do better if GDP and interest rates were to rise. These 
factors worked against our time-tested investment style. 
 
We expect 2016 US GDP to be 1.5 to 2% with inflation 
less than 2%.  The rise in the stock market earlier in the 
year was fueled by P/E expansion. At this point further 
price increases will need to come from earnings growth.  
Overall earnings could rise again at modest levels if 
energy prices stabilize.  There is a backdrop, however, of 
economic and political uncertainty.  While Brexit captured 
the headlines, Europe’s structural issues remain.  Brexit 
will take a while to effectuate but growth forecasts for 
Europe have come down.  The dollar’s strength will hurt 
US exports and earnings of companies with non-US 
exposure.  The Fed’s hands have been tied by world events 
– we now expect there to be little or no chance of another 
US interest rate hike before year end unless inflation picks 
up.  Housing, a relatively bright spot in the US economy, 
will benefit from a continued low interest rate regime.  The 
unemployment rate is low, even though new job growth 
has been weak. Meanwhile horrific acts of terrorism 
dominate the news, both here and overseas, and the 
rhetoric of the US election cycle is heated with the election 
still four months away.
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Large Cap 

Large Core 
Social 

Large Growth 
Social 

Mid Cap Core 
Mid Growth 

Social 
Small-Mid 

Cap 
All Cap 

Performance        
2Q16 -1.8% -0.6% -1.1% -2.9% -5.2% -2.4% -1.3% 

YTD -1.6% 0.9% 0.2% -2.9% -2.3% -6.5% -5.4% 

1 Year -5.4% -5.5% -5.3% -11.3% -12.8% -11.5% -12.8% 

3 Year 11.6% 9.2% 10.9% 6.7% 6.6% 7.3% 6.9% 

5 Year 8.4% 9.2% 8.7% 7.4% 7.5% 9.7% 5.8% 

7 Year 11.7% 12.9% 12.7% 15.4% 15.4% 16.0% 12.6% 

10 Year 5.2% 6.1% 6.5% 7.0% 7.8% 8.6% 5.6% 

15 Year 5.2% 5.8% - 7.4% - - 4.3% 

20 Year 8.3% - - 10.6% - - - 

Characteristics        
Expected Return* 15.3% 15.1% 15.3% 16.9% 17.1% 17.7% 16.2% 

Price to Earnings 18.7x 16.6x 20.7x 15.5x 16.3x 14.4x 19.1x 

Price to Book 6.1x 6.1x 6.4x 4.5x 5.0x 3.2x 5.9x 

Yield 1.6% 1.5% 1.2% 1.2% 0.8% 1.0% 1.1% 

Forecast Growth* 10.2% 10.2% 10.7% 11.4% 11.2% 11.3% 11.4% 

Historical Growth 16.0% 12.7% 12.5% 15.9% 12.7% 13.9% 15.5% 

Return on Equity 22.8% 23.4% 24.6% 23.7% 23.7% 19.1% 23.9% 

Wtd. Avg. Mkt. Cap. $43.1B $32.4B $36.2B $4.3B $4.6B $1.7B $17.7B 

Median Mkt. Cap. $14.3B $9.7B $9.9B $3.2B $3.2B $1.2B $5.7B  

 
Russell 
1000 ® 

S&P 500 
Russell 
1000 

Growth ® 

Russell 
Midcap ® 

Russell 
Midcap 

Growth ® 

Russell 
2500 ® 

Russell 
2000 ® 

Russell 
3000 ® 

Performance         
2Q16 2.5% 2.5% 0.6% 3.2% 1.6% 3.6% 3.8% 2.6% 

YTD 3.7% 3.8% 1.4% 5.5% 2.2% 4.0% 2.2% 3.6% 

1 Year 2.9% 4.0% 3.0% 0.6% -2.1% -3.7% -6.7% 2.1% 

3 Year 11.5% 11.7% 13.1% 10.8% 10.5% 8.6% 7.1% 11.1% 

5 Year 11.9% 12.1% 12.4% 10.9% 10.0% 9.5% 8.4% 11.6% 

7 Year 15.0% 14.9% 15.5% 16.5% 15.8% 15.4% 13.9% 15.0% 

10 Year 7.5% 7.4% 8.8% 8.1% 8.1% 7.3% 6.2% 7.4% 

15 Year 6.0% 5.8% 5.5% 8.7% 7.0% 8.1% 7.0% 6.1% 

20 Year 8.0% 7.9% 7.1% 10.0% 8.3% 9.2% 7.6% 8.0% 

Characteristics         
Expected Return* 10.0% 10.0% 12.5% 10.4% 14.1% 9.9% 10.6% 10.0% 

Price to Earnings 25.2x 23.7x 27.5x 31.8x 36.3x 31.3x 28.7x 27.4x 

Price to Book 7.4x 7.6x 12.0x 5.3x 8.5x 5.6x 4.9x 7.2x 

Yield 2.1% 2.2% 1.6% 1.8% 1.1% 1.7% 1.6% 2.1% 

Forecast Growth* 7.9% 7.8% 10.9% 8.6% 13.0% 8.2% 9.0% 8.0% 

Historical Growth 6.5% 6.6% 10.0% 6.6% 8.7% 5.6% 4.2% 6.4% 

Return on Equity 16.0% 16.8% 22.0% 12.3% 18.9% 8.1% 5.4% 15.2% 

Wtd. Avg. Mkt. Cap. $123.4B $137.5B $133B $12.1B $12.5B $3.8B $1.7B $114.4B 

Median Mkt. Cap. $7.9B $18.1B $8.9B $6.3B $6.6B $1.0B $0.7B $1.4B 

 Note: Past performance is not indicative of future results. Performance is preliminary, annualized for periods greater than one year and calculated NET of 
fees. Results include the reinvestment of dividends and other earnings. Please be aware that these are composite returns and individual account returns may 
vary from composite returns. The returns of each strategy may be more volatile than those of the indexes. Dispersion and volatility numbers are available upon 
request.  A full disclosure report is included with the distribution of this newsletter.  Our performance disclosure statement is also posted on our website 
(https://50.87.234.237/disclosures/) and a hard copy is available upon request.  Russell Index data disclosures are an integral part of any disclosure 
presentation and are included therein. 

*Source: FactSet and New Amsterdam Partners LLC, see disclosure statement (https://50.87.234.237/disclosures/) for more details. 

Investment Results & Portfolio Characteristics as of June 30, 2016 


