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Before briefly providing a high-level view of  the fourth quarter, and full year of  2022, we thought it might be 
instructive to step back and reflect on the value of  having an investment team that has worked together over multiple 
macro, industry, geopolitical, and investment climates. We believe the unique qualities of  each team member when 
coupled with our collective experience is just one reason our investment performance is strong during, and coming 
out of, challenging circumstances. Panic culture, with unaccountable “experts” and technocrats keeping investors and 
citizens on an emotional rollercoaster, broken supply chains, and the need for central banks to mitigate damaging 
inflation have provided much of  the backdrop for the past three years. We believe the rigor of  our process, together 
with our experience, creates an environment conducive to high-quality decision making and is exhibited in our results.

When using outcomes as a measure of  capability, it is important to consider the number of  outcomes and over 
how long – the sheer number of  decisions that we have made, good ones and bad ones, in many ways, provides our 
team with the opportunity to gain a meaningful advantage as we seek to continuously improve the quality of  our 
lessons learned. In Annie Duke’s excellent book, How to Decide, she summarizes the paradox of  experience this way, 
“A lot of  experience can be an excellent teacher. A single experience, not so much. Looking across a large enough 
set of  decisions and outcomes, we get resulting and hindsight bias. Therein lies the problem: We process outcomes 
sequentially, treating each outcome as if  it stands alone ... Any single outcome doesn’t generally tell us too much about 
whether a decision was good or bad. But we act like it does ... That’s the paradox.”  Having a process that curates our 
decision tree, up to and following each decision (pre and post), we feel, is critical to addressing this paradox, at least 
in part.

The fourth quarter of  2022 was in many ways a microcosm of  the entire year, having a number of  wild swings. We will 
not go into detail regarding the obvious catalysts for these swings, since you will have your own list of  suspects that 
will not look too different than the ones we could propose. Rather, we would highlight, strictly from a performance 
perspective, that we managed to perform well amid the turmoil. 

2022 also gave us the opportunity to add eight new companies to the portfolios, with industries represented by these 
new businesses including healthcare, financial services, building products, and retail, to name a few. We believe this 
sets our portfolios up for good absolute and relative success as we head into 2023 and beyond. Our pipeline for new 
businesses also remains healthy. However, we continue to see numerous risks on the horizon and are cautious as cwe 
allocate capital in the new year. Strong balance sheets coupled with focused execution orientation will be requisite for 
successful management teams. As we have suggested for quite some time, thoughtfully adding technology that has 
meaningful direct and enduring benefit will be characteristic of  forward thinking, adaptive business leaders, who win 
well into the back half  of  this decade and beyond. We also continue to appreciate businesses who have a “self-help” 
component that further allows them to adapt and outpace the competition in the face of  slowing top-line growth.

As we start our 35th year as a firm, the environment could not be better for our team and our disciplined approach 
of  independent thinking and long-term partnerships with great businesses and rightly-fitted management teams. 
Countless question marks exist: China, war in Europe, Fed policy and inflation, recession likelihood and severity - 
just to name a few. Visibility is low and risks abound. Asset classes and sectors that previously flourished are under 
significant pressure, and what has worked for a decade plus is not working of  late (and could be on the front end of  
a multi-year shift). Large has worked – it might be small’s turn. Growth has worked – it might be value’s turn. Passive 
has worked – it might be active management’s turn. Momentum and blind risk taking have worked – it might be 
time for fundamentals. Scanning the headlines filled with cracks showing up in sectors, geographies, and asset classes 
around the globe, we remain hyper-focused on our time-tested and continuously improved investment process. 
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PORTFOLIO UPDATE

During the fourth quarter of  2022, the SMID Cap Composite returned approximately 7.73% on a gross basis (7.58% 
net*) versus the Russell 2500™, which returned 7.43% and the Russell 2500™ Value, which returned 9.21%, over the 
same period. Over the trailing-twelve-months, the composite returned approximately -3.38% on a gross basis (-4.05% 
net*) versus the Russell 2500®, which returned -18.37% and the Russell 2500® Value, which returned -13.08%, over 
the same period. The strategy continues to outperform both indices on a since inception annualized gross and net 
basis.
 
One of  the top performers in the Small Cap Strategy in the fourth quarter was Univar Solutions (UNVR). UNVR 
reported solid results with sales up 25% vs. the previous year, and adjusted EBITDA up 28% - driven by solid 
execution, in our opinion. Over the last 3 years, management has transformed the business in some very positive 
ways: they have integrated a large acquisition (NEXEO) and transitioned all parts of  the business to one IT platform 
which has enabled them to focus on growth and customer service. In addition, they have reduced their exposure to 
cyclical markets (Ag and Oil/Gas), and focused on markets that are more resilient – such as food and life sciences. 
The balance sheet is in good shape with ND/EBITDA at 2.1, well within their target range of  2.0 to 2.5. They have 
grown their market share with new supplier authorizations and are planning to add a dividend in 2023. In addition, 
the Board recently authorized $1 billion for share repurchases. Towards the end of  the quarter, there were rumors in 
the press regarding discussions of  a possible combination with UNVR’s largest global competitor (Brenntag); both 
companies confirmed there had been preliminary discussions; however, recently, both companies have said those 
discussions have concluded, and there will not be a transaction at this time. However, UNVR has also said that they 
will continue to review other indications of  interest. We continue to like the company, their management, their growth 
prospects, and the company’s track record of  holding up well even in economic downturns. 
 
AGCO Corporation (AGCO), the largest pure play farm equipment manufacturer in the world, was a top contributor 
this quarter executing well on their farmer-first strategy, as they capitalize on healthy farm fundamentals. They closed 
out the year with an estimated $12.5 billion in sales and a keen focus on driving margin and revenue growth through 
the globalization of  their Fendt brand, growing their service and parts business, and expanding their Precision Ag 
offering. In an environment where farmers are pressured to produce higher yields with fewer inputs to meet growing 
demand, AGCO continues to invest heavily in its Precision Ag solutions, including retrofit offerings to fit any brand, 
and expects the Precision Ag segment to achieve $1 billion in revenue by the end of  2025. The company also 
plans to launch the Fendt e100, a fully electric tractor, in 2024 as well as produce fully autonomous solutions across 
the crop cycle by 2030, all while seeking to expand operating margins to 12% by 2026. We attended the SIMA 
trade show in France in November and again met with management in December and are impressed with CEO 
Eric Hansotia and his team, as they continue to skillfully match their product offerings to meet macro and micro 
trends and press on in their stated purpose of  delivering farmer-focused solutions to sustainably feed our world.  

Armstrong World Industries, Inc. (AWI) was a leading detractor for the strategy for the fourth quarter. As a reminder, 
AWI owns the leading position in the commercial ceiling tile and grid business in the U.S. The company has a 
relatively diverse end market revenue mix, approximately equal weighted across repair and remodel, major renovation, 
and new construction markets, and also diversified by industry vertical including office, education, healthcare, et al. 
During the third quarter, though pricing was strong, demand was softer than expected, and the company lowered 
its full year EBITDA guidance by 5%-7%. Management characterized the soft demand as temporary delays in repair 
and remodeling projects due to supply chain, labor, and inflationary headwinds; they believe these delays will lead to 
pent-up demand. We continue to believe AWI is well positioned to navigate this dynamic demand environment with 
its strong market position, balance sheet, and experienced management team. We also believe the valuation gives long-
term investors an attractive risk/reward opportunity.
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Broadridge Financial Solutions, Inc. (BR) was a leading detractor for the fourth quarter. BR reported strong 
recurring revenue growth of  8% driven by 8% growth in Investor Communications, 9% in Capital Markets, and 
4% in Wealth and Investment Management. Despite the strong recurring revenue growth, a decrease in highly 
lucrative event-driven revenue, increased growth investments, and higher postage rates resulted in lower profits. We 
believe these items are short-term in nature and expect BR to continue its long track record of  adjusted operating 
margin expansion over the long-term, primarily driven by operating leverage and a mix shift from print to digital 
communications. Given high recurring and durable revenue, we believe financial flexibility remains adequate at ~3x 
Net Debt/EBITDA, and management expects improved free cash flow following last year’s peak investment in 
building out the wealth management platform. Furthermore, the Company expects to start recognizing roughly $100 
million of  annual revenue for its large scale UBS project by mid-calendar 2023. Our assessment of  BR’s competitive 
advantages in both its Investor Communications and Trade Processing businesses are as strong as ever, and we believe 
BR has a good chance of  developing another franchise business in wealth management. Management continues to 
make rational, owner-oriented decisions, and the continued involvement of  executive chairman, Rich Daly, gives us 
additional confidence that capital will continue to be stewarded well.

During the fourth quarter of  2022, we fully exited Western Union Company (WU). We initiated a new position in 
Boot Barn Holding, Inc. (BOOT) in the SMID Cap Composite.

We exited our position in Western Union due to significant changes in the Company’s management team and strategy. 
Long-term CEO Hikmet Ersek retired in late 2021, and WU brought in a new management team. We held our position 
while we learned more about the new team. Throughout the course of  2022, the team laid out a new strategy focused 
on building a relationship-based customer experience and adding new financial products and services to WU’s core 
offering. We maintained a small position size while we assessed this new strategy, but in the fourth quarter we chose 
to reallocate our capital to new positions in businesses that we believe offer better risk adjusted returns.

We added Boot Barn Holdings, Inc. (BOOT) to the SMID portfolio in the fourth quarter. BOOT is the largest 
retail chain devoted to western and work-related footwear, apparel, and accessories in the U.S. They believe they have 
a $40 billion addressable market, and they focus their marketing and sales effort on four customer segments: Work, 
Western, Country, and Fashion (the smallest segment and only marketed to women). The majority of  their sales are 
for work-related products, which they believe will hold up relatively well even through a downturn. With 333 stores 
in 41 states, they are more than three times the size of  their next largest competitor (in terms of  store count), and 
because of  their scale, we believe they can offer competitive pricing and a very broad selection with good availability 
for customers – so, in terms of  Niche Dominance, BOOT is the biggest player in a fragmented industry. A big part 
of  our investment thesis is confidence in their ability to grow. They can see a path from 333 stores (currently) to 900 
stores in 2031 by growing their store count more than 10% annually – a level this team has shown the capacity to 
achieve over a number of  years. 

As you know, a company’s Financial Flexibility is also very important to us; BOOT has a solid balance sheet and 
currently has more cash than long-term debt. We believe they can fund the opening of  new stores with internally 
generated cash flow and project that the investment in each new store should pay back in less than two years. In 
addition to calls and meetings, Michael, Phillip and Mike recently spent time with BOOT’s leadership team at the 
National Rodeo Finals in Las Vegas. The CEO walked us through two of  their stores and a special pop-up store, and 
we were able to talk with company leadership for hours learning more about their customers, their real estate, pricing 
and retail strategies, competition, and corporate culture. We have gained confidence that their leadership is focused 
on the right initiatives: 1) Expanding their store base; 2) Driving Same Store Sales growth; 3) Continuing their omni-
channel leadership; and 4) Building out their higher margin Exclusive Brand portfolio. They have taken their Exclusive 
Brands from 16% in 2019 to 32% in the most recent trailing twelve months with more room for growth over time. In 
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Inception Date of  SMID Cap Composite: January 1, 1997. *Net returns are actual and reflect the deduction of  management fees. Supplemental information. Please see 
composite performance and disclosures on page 4 for further information. Returns include the reinvestment of  all income. Past performance is no guarantee of  future results. 

**Source: SouthernSun Asset Management, Advent Portfolio Exchange, Factset PA. Composite Top Contributors and Detractors will not include positions added to the 
portfolio within 30-days prior to the most recent month-end. Additionally, securities held at the request of  individual client(s), such as ETF’s, have been excluded. The Holdings 
identified above do not represent all of  the securities purchased, sold or recommended for advisory clients. Holdings are subject to change and should not be construed as 
investment advice. Statements received directly from the account custodian should be regarded as the official record for a client’s account. To obtain a complete list of  all 
positions in the strategy and their contribution to the portfolio’s performance and an explanation of  performance calculation methodology, contact Client Relations at either 
901-341-2700 or clientservice@southernsunam.com. 

short, we are confident that Boot Barn is a good fit for our portfolio and has a long runway for growing shareholder 
value.

As we enter the new year, we are generally enthusiastic about the prospects for our portfolio businesses whilst, as 
previously mentioned, we remain cautious about the setting. We look forward to speaking with each of  you about 
what we are seeing and hearing in our travels, how we are positioned, where we are finding opportunities and how 
we continue to separate ourselves from the noise that has increasingly surrounded and detrimentally impacted most 
allocators of  capital. We appreciate the trust you have placed in our team and look forward to another great year ahead.  
 

 
Michael Cook							       Phillip Cook                            		
Founder, CEO and Co-Chief  Investment Officer		  Co-Chief  Investment Officer and Principal  
SouthernSun Asset Management				    SouthernSun Asset Management
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SMID Cap Annualized Performance 
 
AS OF DECEMBER 31, 2022

Inception Date of  Small Cap Strategy: October 1, 2003. Source: SouthernSun Asset Management, Advent Portfolio Exchange. Performance is preliminary and subject to change. Past performance is not 
indicative of  future results, which may vary. As with any investment strategy there is potential for profit as well as the possibility of  loss. The information presented is provided for informational purposes, 
reflects the performance of  the strategy over the periods indicated, and should not be considered in isolation when making an investment decision. Returns are stated gross and net of  management fees 
and include the reinvestment of  dividends and other earnings. One-year, three-year, five-year, ten-year, and since inception returns are annualized averages and do not mean the manager achieved the 
stated return in each year. Periods less than one year are not annualized. Returns reflect the reinvestment of  dividends and other earnings. Net returns are actual and reflect the deduction of  management 
fees. Supplemental Information: Please see required performance and disclosures at the end of  the appendix for further information, including the firm’s GIPS presentations.
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1Information is not statistically meaningful due to an insufficient number of  portfolios in the composite for the entire year. 2Information is not statistically meaningful due to an insufficient number of  
periods. 
                                                                                                                                                             								      
SouthernSun Asset Management, LLC, an SEC registered investment adviser, is a research-driven investment management firm implementing long-only domestic and global equity 
strategies for institutions and individuals. SouthernSun provides investment advisory services for its clients using a proprietary investment research process based on fundamental analysis 
and seeks to invest in niche-dominant, attractively-valued companies with financial flexibility and uniquely-fitted management teams.
 
SouthernSun Asset Management, LLC claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the 
GIPS standards. SouthernSun Asset Management, LLC has been independently verified for the periods January 1, 1990 through June 30, 2022. The verification report(s) is/are available 
upon request. A firm that claims compliance with the GIPS standards must establish policies and procedures for complying with all the applicable requirements of  the GIPS standards. 
Verification provides assurance on whether the firm’s policies and procedures related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution 
of  performance, have been designed in compliance with the GIPS standards and have been implemented on a firm-wide basis. Verification does not provide assurance on the accuracy 
of  any specific performance report. GIPS® is a registered trademark of  CFA Institute.  CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or 
quality of  the content contained herein.
 
Subsequent periods are currently undergoing verification by ACA Performance Services and, as such, performance may be subject to change.
 
Performance results shown above are included as part of  a complete disclosure presentation.  SouthernSun SMID Cap Composite contains fully discretionary equity accounts invested in 
small cap to mid-cap (SMID cap) securities (defined as equity securities with market capitalizations that are within the range of  the Russell 2500 at the time of  initial purchase during the 
most recent 12-month period) and for comparison purposes is measured against the Russell 2500 and Russell 2500 Value indices.  Prior to June 2009, the composite was known as the 
SouthernSun Mid Cap Composite.  However, despite the name change, the investment strategy has remained the same.  Prior to December 2006, the composite was known as the CMT 
Mid Cap Composite. Prior to September 30, 2014, the market cap range was $1 billion and $8 billion.  The minimum account size for inclusion into this composite is $1,000,000.  Prior 
to July 1, 2015, the minimum account size for inclusion in this composite was $500,000.  Prior to July 1, 2009, the minimum account size for inclusion in this composite was $1,000,000.  
Composite policy requires the temporary removal of  any portfolio incurring a client-initiated significant cash inflow or outflow of  20% or more of  the portfolio assets.  Prior to April 
1, 2004, composite policy required the temporary removal of  any portfolio incurring a client-initiated significant cash inflow or outflow of  50% or more of  portfolio assets.  Additional 
information regarding the treatment of  Significant Cash Flows is available upon request.  A list of  composite descriptions, a list of  limited distribution pooled fund descriptions, and a 
list of  broad distribution pooled funds are available upon request.  Results are based on fully discretionary accounts under management, including those accounts no longer with the firm.  
Trade date valuation has been used since inception.  The U.S. dollar is the currency used to express performance.  Returns are stated gross and net of  management fees and include the 
reinvestment of  all income; provided that in the case of  any mutual funds, gross returns reflect the market value of  the account. If  mutual funds accounts are within the composite, only the 
management fee is applied.  No daily fund accruals are recorded.  Net of  fee performance was calculated using actual management fees.  The management fee schedule is as follows: $0 - 
$50,000,000 is .90%, $50,000,001 - $100,000,000 is .85%, and above is .75%.  This schedule is subject to a $45,000 minimum annual fee.  Actual investment advisory fees incurred by clients 
may vary. Beginning October 1, 2019, a significant number of  accounts in the composite are custodied with a broker that does not charge trading expenses.  Accounts custodied with other 
brokers may incur trading expenses which may reduce returns.  The CIT fee schedule for the Founders Share Class is 0.65% and for the Class 1 is 0.80%. The annual composite dispersion 
presented is an asset-weighted standard deviation of  gross returns for accounts in the composite the entire year. The three-year annualized standard deviation measures the variability of  
the composite gross returns and the benchmark returns over the preceding 36-month period.  Policies for valuing investments, calculating performance, and preparing GIPS Reports are 
available upon request.  The SouthernSun SMID Cap Composite was created January 1, 1997.  The inception date of  the SouthernSun SMID Cap Composite is January 1, 1997.  As of  
February 1, 2020, the firm substituted retroactively the Russell 2500 Value index in place of  the Russell Midcap index as a secondary benchmark for the SouthernSun SMID Cap Composite. 
The cause for such a change is that SouthernSun believes that the Russell 2500 Value index is more representative of  the firm’s SMID Cap strategy, historically and on a go-forward basis. 
 
The Russell 2500 Index measures the performance of  the small to mid-cap segment of  the U.S. equity universe, commonly referred to as “smid” cap. The Russell 2500 Index is a subset of  
the Russell 3000 Index. It includes approximately 2500 of  the smallest securities based on a combination of  their market cap and current index membership. The Russell 2500 Value Index 
measures the performance of  the small to mid-cap value segment of  the U.S. equity universe. It includes those Russell 2500 companies that are considered more value oriented relative to 
the overall market as defined by Russell’s leading style methodology. Frank Russell Company (“FRC”) is the source and owner of  the Russell Index Information contained or reflected in this 
material and all trademarks and copyrights related thereto. The Russell Index Information may contain confidential information and unauthorized use, disclosure, copying, dissemination 
or redistribution is strictly prohibited. For more information on either index, please consult Frank Russell Company.
 
Past performance is no guarantee of  future results. As with any investment strategy, there is a potential for profit as well as the possibility of  loss. Individual investor results will vary.  
Performance results may be materially affected by market and economic conditions.
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Important Disclosures:
•	 The information provided and views expressed herein do not constitute a recommendation or investment advice of any kind nor are they an offer or solicitation to 

buy or sell any securities or to adopt any investment strategies or financial products. This material is not intended to be relied upon as a forecast or research in any 
way and should not be solely relied upon when making an investment decision.

•	 This material is provided solely for informational purposes and on the understanding that the recipient has sufficient knowledge and experience to be able to 
understand and make their own evaluations of the proposals and services described herein, any risks associated therewith, and any related legal, tax, accounting, or 
other material considerations. To the extent that the reader has any questions about the applicability of any specific issue discussed above to their specific portfolio or 
situation, they are encouraged to contact or consult with the professional advisor of their choosing.

•	 All investments involve risk, including possible loss of principal.
•	 There is no guarantee that the investment objectives will be achieved. Moreover, past performance is not a guarantee or indicator of future results, which may vary.
•	 Except where otherwise indicated, the information contained in this presentation is based on matters as they exist as of the date of preparation of such material and 

not as of the date of distribution or any future date. Recipients should not rely on this material in making any future investment decision. 
•	 Certain information contained herein constitutes “forward-looking statements,” which can be identified by the use of forward-looking terminology such as “may,” 

“will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or other variations thereon or comparable 
terminology. Due to various risks and uncertainties, actual events, results, or actual performance may differ materially from those reflected or contemplated in such 
forward-looking statements. Nothing contained herein may be relied upon as a guarantee, promise, assurance, or a representation as to the future.

•	 Securities identified herein may not have been purchased, sold, or recommended to all advisory clients and do not represent all of the securities purchased, sold, or 
recommended to advisory clients. 

•	 It should not be assumed that any of the securities or investment decisions identified herein were or will prove to be profitable, or that recommendations made in 
the future will be profitable or will equal the performance of the securities discussed herein. Specific investment advice references provided herein are for illustrative 
purposes only and are not necessarily representative of investments that will be made in the future.

•	 References to exited positions indicates that the position has been fully liquidated from the portfolio by SouthernSun except in instances, if applicable, where a client 
has instructed us otherwise.

•	 If applicable, any statements received directly from the account custodian should be regarded as the official record for a client’s account.
•	 Opinions and commentary do not take into account the investment objectives or financial situation of any particular investor or class of investors. Investors will need 

to consider their own circumstances before making an investment decision. 
•	 Holdings are subject to change and should not be construed as investment advice.
•	 Any performance composite data utilized herein is used for illustrative purposes only and may not be inclusive of your account or reflective of the performance 

specific to your account. Moreover, the effect of certain market or conditions may have impacted the performance composite data shown and may differ from the 
performance of your account.

•	 Performance data provided herein reflects the reinvestment of dividends and other earnings.
•	 Any indices and other financial benchmarks shown are provided for illustrative purposes only, are unmanaged, reflect reinvestment of income and dividends and 

do not reflect the impact of advisory fees.  Investors cannot invest directly in an index.  Comparisons to indexes have limitations because indexes have volatility and 
other material characteristics that may differ from the investment strategy.  For example, the investment strategy typically holds substantially fewer securities than 
are contained in an index.

•	 Certain information contained herein has been obtained from third-party sources and such information has not been independently verified by SouthernSun. No 
representation, warranty, or undertaking, expressed or implied, is given to the accuracy or completeness of such information by SouthernSun or any other person. 
While such sources are believed to be reliable, SouthernSun does not assume any responsibility for the accuracy or completeness of such information. SouthernSun 
does not undertake any obligation to update the information contained herein as of any future date. SouthernSun cannot be held responsible for any direct or 
incidental loss incurred by applying any of the information presented. 

•	 The information herein is considered confidential, is the property of SouthernSun Asset Management LLC, and should not be copied, distributed, published, or 
reproduced in whole or in part without the express, written permission of SouthernSun. 

•	 This material is only directed to persons that may lawfully receive it. You should satisfy yourself that you are lawfully permitted to receive this.

                                                                                                                                                                                                                   
Regulatory Disclosures:
 
SouthernSun Asset Management, LLC is registered with the United States Securities and Exchange Commission (“SEC”) as an investment adviser. SEC registration does 
not imply a certain level of skill or training.

SouthernSun Asset Management (UK) Ltd., a subsidiary of SouthernSun Asset Management LLC, is a UK domiciled limited company that is authorized by the Financial 
Conduct Authority. 
 
© 2023 SouthernSun Asset Management, LLC. All Rights Reserved.


