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September marked the first monthly decline for the domestic equity markets since March 2020, with 
the S&P 500 Index falling 3.8% and the Russell 1000 Value Index down 2.5%. For the month, the Coho 
Relative Value ESG portfolio performed modestly better than the indices, declining 1.4%. September 
also marked at least a temporary reversal of the Growth over Value style dominance that has been so 
strong all year long. The Russell 1000 Growth Index declined 4.7% and at one point during the month 
fell into correction territory (down more than 10% from the recent high). The Materials and Utilities 
sectors were each up over 1% and were the only two in positive territory for the month. At the other 
end of the spectrum, Information Technology and Communication Services were down 5% and 6%, 
respectively, while Energy was the laggard, declining over 14%. 
 
Despite the pullback in September, equity market returns for the third quarter period were quite good 
and combined with the strong second quarter performance, marked the best two consecutive quarters 
since 2009. For the quarter, the S&P 500 Index advanced 8.9%, the Russell 1000 Value Index added 
5.6% and the Coho Relative Value ESG portfolio rose 6.3%. 
 
Year-to-date, the S&P 500 Index is now up 5.6%, the Russell 1000 Value Index has declined 11.6% and 
Coho has advanced 2.0%. The magnitude of the outperformance of Growth over Value has widened to 
almost 36-percentage points year-to-date and an extraordinary 43-percentage points over the trailing 
twelve months. We noted in last month’s commentary that the five largest companies in the S&P 500 
Index by market capitalization are all technology related including Facebook, Apple, Amazon, 
Microsoft, and Google (FAAMG) and account for over 22% of the index weight. Table 1 shows the 
extent to which the big five are driving the returns for the S&P 500 Index year-to-date. However, as 
shown in Table 2, the knife cuts both ways on these same companies in a declining market.  
 
The S&P 500 Index marked a peak (at least for now) on September 2, 2020 before declining 6% over 
the remainder of the month. During this period, the FAAMG group declined over 11%, well in excess of 
the broader market. While acknowledging that this September decline was not large enough to be an 
official correction,  it is encouraging to see the relative downside protection element of the investment 
philosophy deliver this month, with the portfolio down 3.2% since September 2nd and capturing just 
53% of the S&P 500 Index decline and performing modestly better than the Russell 1000 Value Index 
as well.  
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Table 1 
YTD Total Return 

 
  
 

 

 

 

Table 2 
Market Peak on 9/2/20 to end of third quarter 

 
Source:  FactSet 
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That process and philosophy leads us to continually seek opportunities to improve the return profile of 
the portfolio while simultaneously reducing risk.  We focus on the long-term fundamentals, operating 
performance, and strategies of the companies in which we invest and, therefore, typically have low 
portfolio turnover in the range of 10-15% annually.  However, market volatility like we have seen this 
year can create an unusual amount of investment opportunities.  Adhering to our valuation discipline 
while looking through short-term or temporary market dislocations, allows us to confidently invest in 
periods of market related weakness when the fundamentals warrant.  
 
Table 3 shows the new companies that have been added to the portfolio and those that have been  
eliminated since the beginning of the year.  For those that know us well, you will quickly note this year 
has been one of elevated trading activity.    

 
 

 
 

We will not touch on all the trades shown above, but we thought highlighting a few might be 
illustrative of our process in action.  On the buy side, the addition of Sysco (SYY) shows how the team 
took advantage of the sharp decline in the equity markets in the third week of March to initiate 
positions in this high-quality business. The first purchase of SYY in the portfolio was on March 18th after 
the stock had declined by approximately 65% since the beginning of the year. We recognized the 
business would be negatively impacted in the short-term from COVID pressures impacting ‘on-
premise’ (as opposed to at home) dining.   Long-term, however, prospects for the business remained 
healthy, and the COVID challenge could actually help SYY’s competitive position as smaller players 
struggle to meet customer needs.  The ability to continually invest and effectively service clients during 
a period of unprecedented volatility should engender goodwill and lead to supplemental market share 
gains.  In other words, we believe the company will be even better positioned coming out of the 
pandemic than they were going in.  We have already seen the beginning of this dynamic with SYY 
announcing multiple new client wins in recent months. At the time of purchase, SYY was trading at 8x 
trailing EPS pre-COVID.   
 
On the sell side of the equation, we highlight Illinois Tool Works (ITW) and Abbott Laboratories (ABT) 
as examples of two companies that are executing well and where the outlook for the business remains 
favorable but where we saw the risk/reward equation diminish after a period of notable stock price 

Buy/Sell Symbol Company Name Trade Date

Initiation SYY Sysco Corp. March 2020

Initiation USB US Bancorp June 2020

Initiation ADP Automatic Data Processing August 2020

Initiation MDT Medtronic August 2020

Elimination OMC Omnicom Group, Inc. August 2020

Elimination ITW Illinois Tool Works, Inc. August 2020

Elimination ABT Abbott Laboratories August 2020

Table excludes  partia l  adds  and sel ls  of exis ting holdings .

Table 3 
Positions Initiated in and Eliminated from the Coho ESG Portfolio Year-to-Date 

Source:  FactSet 
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performance to the upside. At the time of sale ITW and ABT were trading at 26x and 34x trailing EPS 
pre-COVID. Our valuation discipline may mean not fully participating when momentum takes hold and 
certain stocks race ahead; however, the goal is always to ensure we can deliver our desired pattern of 
returns consisting of downside protection and upside participation over the full market cycle.  
 

That pattern of returns is derived from the stability and predictability of the business models we seek 
out to populate your portfolio.  Dividends are one way to judge that stability and an important 
component of the capital allocation assessment work we conduct. Year-to-date two-thirds of the 
portfolio have declared dividend increases.  Most recently, this includes a notable 29% improvement 
from ConAgra Brands as it achieved its de-leverage targets ahead of schedule. Additional 
announcements are expected from Global Payments, ADP, Merck, Sysco, and Amgen over the 
remainder of the year. While we believe State Street and U.S. Bancorp have the capital and ability to 
increase their dividends, the Federal Reserve is requiring banks with assets in excess of $100 billion to 
wait until 2021 to consider dividend increases and buybacks.   

 
We now have about one month to go until the elections and as you might expect the Coho team 
continually assesses the potential impact on fiscal/monetary policy, the regulatory environment and 
global trade. Health Care plays an important role in the portfolio’s demand defensive holdings and is a 
notable area of focus for both presidential candidates. Table 4 summarizes the primary planks of  
Donald Trump and Joe Biden’s competing health-care platforms. While there are differences, what is 
most striking is the degree of overlap.  Both want to address surprise billing.  Both want to allow drug 
reimportation.  Both are considering an international reference price scheme.  Both seek to reduce 
individuals’ out-of-pocket expenses.  The means of getting to these outcomes are somewhat different, 
but the themes are consistent.  The one area of prominent difference between the two relates to 

health insurance.  While Trump would still like to dismantle the Affordable Care Act, Biden wants to 
expand it. As we have seen over several decades, health-care reform is difficult. While we may see new 
legislation post the election, it is unlikely to be as disruptive as the introduction of the Affordable Care 
Act, which ultimately proved to be positive for a number of companies in the portfolio. Whatever 
happens at the political level, we believe those companies that help limit rising health-care costs 

Table 4 
Overview:  Trump and Biden Health-Care Platforms 
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(UnitedHealth, CVS, and Quest Diagnostics) or innovate successfully (Johnson & Johnson, Merck, 
Medtronic, and Amgen) will prosper over the long-term.  
 

Coho is continually assessing the potential impact or lack thereof of a successful COVID vaccine on the 
portfolio holdings. While we all would like to see an efficacious treatment sooner rather than later, we 
believe the portfolio is well balanced for any outcome on the COVID front. If we do get a successful 
vaccine, it may be manufactured by portfolio holdings including Johnson & Johnson or Merck. 
Stemming the spread of the virus would be a clear positive for many companies such as Sysco and a 
number of economically sensitive holdings. On the other side of the coin, if a successful treatment 
takes longer to develop than expected there are a number of companies in the portfolio that stand to 
benefit incrementally from changing consumer behavior including food-centric companies, Kroger, 
ConAgra Brands and J.M. Smucker as well as retailers such as Dollar General and Lowe’s Companies.  
 
On the ESG front, Coho Partners became a signatory to the Investor Stewardship Group (ISG) 
framework in September. ISG is an investor-led effort that includes some of the largest U.S.-based 
institutional investors and global asset managers, along with several of their international 
counterparts. The ISG was formed as a sustained initiative to establish a framework of basic 
investment stewardship and corporate governance standards for U.S. institutional investors and 
boardroom conduct. The ISG framework is focused on best practices for corporate governance and 
proxy voting. Coho Partners continues to take an active role in the proxy voting process through ESG 
analysis and engagement. In recent years, we have expanded our governance research and we 
formalized our customized proxy voting policy last year. We are excited to be involved with ISG’s 
initiatives as part of ongoing efforts to promote strong corporate governance practices for our 
portfolio companies. 
 
In conclusion, we look forward to the third quarter earnings reports in the coming weeks and remain 
focused on executing the disciplined investment process and delivering the pattern of performance 
objective for which you hired us.  
 
If you have questions or concerns about our outlook or the portfolio’s positioning, please do not 
hesitate to call us.  We look forward to updating you on the progress of the portfolio as the year 
progresses. 
 

Sincerely, 
 
Coho Partners’ Research Team  

 
 
 
 
The views, opinions and content presented are for informational purposes only. They are not intended to reflect a current or past recommendation; 
investment, legal, tax, or accounting advice of any kind; or a solicitation of an offer to buy or sell any securities or investment services. Nothing presented 
should be considered to be an offer to provide any Coho product or service in any jurisdiction that would be unlawful under the securities laws of that 
jurisdiction.    Past performance is not indicative of future results.  
 
Use of the Russell indices: 
Source: London Stock Exchange Group plc and its group undertakings (collectively, the “LSE Group”). © LSE Group 2020.  
FTSE Russell is a trading name of certain of the LSE Group companies. Russell® is a trade mark of the relevant LSE Group companies and is/are used by any 
other LSE Group company under license. All rights in the FTSE Russell indexes or data vest in the relevant LSE Group company which owns the index or the 
data. Neither LSE Group nor its licensors accept any liability for any errors or omissions in the indexes or data and no party may rely on any indexes or data 
contained in this communication. No further distribution of data from the LSE Group is permitted without the relevant LSE Group company’s express 
written consent. The LSE Group does not promote, sponsor, or endorse the content of this communication.  


