
  

Dear Investors, 

Thank you for your continued interest in the Dearborn Partners Multi-Asset Separately Managed 

Account (SMA).   

Commentary about Recent Markets 

We are clearly living through extraordinary times in both stock and bond markets.  While these 

are indeed tough times, our advice is to remain calm and stay on your investment course.  We 

cannot predict with certainty the duration of this virus and its harm to human and economic life.  

However, we maintain faith that this too shall pass.   

“I can’t know exactly how things are going to turn out all right.  I just know that things are going 

to turn out all right.”1   

While we cannot know how long this disruption to the economy will persist, we can surmise this 

will be a short-term issue when put within the context of an investor’s long-term time horizon.  

Below we look at the unusual damage caused in just two short months. 

February and March 2020 

Social distancing to forgo the spread of the deadly coronavirus (COVID-19) has caused an 

unprecedented stoppage of U.S. economic activity.  In fact, the U.S. consumer was particularly 

strong (low unemployment, inflation under control) heading into this event, but U.S. economic 

activity - particularly consumer retail related - abruptly stopped.  This stoppage to the economy 

was felt throughout the stock and bond markets, as illustrated below.  In addition, energy markets 

were struck with a perfect storm of COVID-19 demand destruction and an oil price war between 

Saudi Arabia and Russia.  

Here’s a look at price returns2 for various asset classes using the S&P 500 returns from near-term 

peak (2/19/2020) to near-term trough (3/23/2020): 

• Government Bonds3 +5.6% 

• Investment Grade Corporate Bonds4 -10.7% 

• High Yield Bonds5 -22.2% 

 
1 Nick Murray, Behavioral Investment Counseling 
2 Bloomberg 
3 Represented by iShares U.S. Treasury Bond ETF (GOVT) 
4 Represented by Vanguard Intermediate-Term Corporate Bond ETF (VCIT) 
5 Represented by iShares iBoxx $ High Yield Corporate Bond ETF (HYG) 



• Bank Loans6 -24.4% 

• Preferred Stock7 -31.2% 

• S&P 5008 -34.1% 

• Oil9 -56.2% 

• Pipelines10 -59.7% 

First Quarter 2020 Performance 

As a reminder, the Dearborn Multi-Asset benchmark is a blended benchmark, consisting of 60% 

S&P 500 and 40% Investment Grade Corporate Bonds.   

Here is our first quarter (ended March 31, 2020) performance:  

First Quarter 2020 Total Returns (%) as of March 31, 202011  
Gross Net  

Multi Asset -20.9 -21.1  

Blended Index12 -13.3   

Bloomberg Barclay’s 

Intermediate Credit Index 
-3.3 

  

S&P 50013 -19.6    

Total Returns Annualized (%) as of March 31, 202011 

  
1-year 

Since Inception 

(09/30/2017)  

  Gross Net Gross Net 

Multi Asset -12.13 -13.05 -0.27 -1.1 

Blended Index12 -2.84 -2.84 2.58 2.58 

Bloomberg Barclay's Intermediate Credit 

Index 
2.85  2.36  

S&P 50013  -6.98  3.05  

 
6 Represented by Invesco Senior Loan ETF (BKLN) 
7 Represented by iShares Preferred and Income Securities ETF (PFF) 
8 Represented by SPDR S&P 500 ETF Trust (SPY) 
9 West Texas Intermediate 
10 Represented by Alerian MLP ETF (AMLP) 
11 Returns are presented on a pure gross and net basis and include the reinvestment of all income. Pure gross returns 

do not reflect the deduction of any expenses, including trading costs, and are supplemental to net returns. Net of fee 

performance was calculated using actual fees, which include wrap fees, management fees and trading commissions. 

The Dearborn management fee schedule is 1.00% on the first $1 million and 0.75% on amounts over $1 million, but 

actual fees will vary. 
12 Blended index is an equal weighted average of the performance of the S&P 500 and Bloomberg Barclays U.S. 

Intermediate Credit TR Index Value through 3/31/19.  After 3/31/19, the benchmark is 60% S&P 500 and 40% 

Bloomberg Barclays U.S. Intermediate Credit TR Index Value.    
13 The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered to be representative of 

the U.S. stock market. Inclusion of this index is for illustrative purposes only. Historical performance results for 

investment indexes generally do not reflect the deduction of transaction and/or custodial charges or the deduction of 

an investment management fee, the incurrence of which would have the effect of decreasing historical performance 

results. Economic factors, market conditions, and investment strategies will affect the performance of any portfolio 

and there are no assurances that it will match or outperform any particular benchmark. 



First Quarter Performance Commentary 

Let’s look at three areas that weakened quarterly performance and three areas that strengthened 

quarterly performance.  

First, with the detractors: (a) pipelines, (b) BDCs, and (c) REITs.   

(a) Pipeline investments negatively affected the Dearborn Multi-Asset portfolio as 

investments in pipelines followed the price of oil downward.  Fundamentally, most 

pipeline companies get paid based on the volume, not the price, of energy products 

moving through company pipeline assets.  Usually, therefore, the price of oil should not 

determine the path of pipeline companies.  However, as the price of oil plunged from 

$61.06 per barrel on 12/31/19 to $20.48 on 3/31/20, pipeline stock prices followed suit.  

We think some market dislocations – namely, excessive selling from leveraged funds - 

occurred in the pipeline investment market, and we expect more rationality to return to 

this industry as the year progresses.  Alerian MLP ETF (AMLP), Global X MLP ETF 

(MLPA), and ONEOK, Inc. (OKE) were among the overall top five detractors to the 

portfolio. 

(b) REITs (Real Estate Investment Trusts) – the REITs in the Multi-Asset portfolio were a 

negative surprise to us as their consumer focus came under intense pressure.  One REIT 

owns billboard assets, and another owns land leased to restaurants, childhood education 

centers, health clubs, furniture stores, farm and ranch stores, and metal fabrication 

facilities.  As consumers stayed at home, both consumer-oriented REITs came under 

market stress.   STORE Capital Corp (STOR) was among the overall top five detractors 

to the portfolio. 

(c) BDCs (Business Development Companies) negatively affected the portfolio.  BDCs are 

non-bank lenders, usually to small and middle market American companies.  As would 

be anticipated in an economic downturn, investors worried that part of their loan books 

would come under pressure.  As in the pipeline space, we saw some BDC market 

dislocations that we think will improve throughout the year.  Main Street Capital Corp 

(MAIN) was among the overall top five detractors to the portfolio. 

Second, the positive contributors: (a) Consumer staple stocks, (b) Treasuries/Agency bonds, and 

(c) various high-quality dividend-growing stocks.   

(a) As we would expect, consumer staple stocks offered ballast to the portfolio in these 

turbulent times.  We intentionally overweight the Dearborn Multi-Asset Portfolio to 

consumer staple holdings to provide this ballast.  WD-40 Co (WDFC) and Walmart, Inc 

(WMT) were among the top five contributors to the portfolio.  

(b) U.S. Treasury and agency bonds.  We held above average positions in treasuries and 

agencies to help offset risks, especially those associated with pipeline assets.  Treasuries 

and agency debt outperformed almost all asset classes, as would be expected in a flight-

to-safety environment.  The Vanguard Long-Term Treasury ETF (VGLT) was among the 

top five contributors to the portfolio. 



(c) Dividend-growing stocks.  The final group of positive contributors is an eclectic group of 

high-quality stocks of companies that we believe are capable of increasing dividends over 

time.  With representation across various economic sectors, we consider each to be of 

high quality, defensive and with high barriers to entry.  The Progressive Corporation 

(PGR) and Tractor Supply Company (TSCO) were among the top five contributors to the 

portfolio. 

 

 

Big Picture 

Big picture, we continue to like the balance and diversity we have in the portfolio.  While we can 

“go anywhere” with the portfolio investments, we view the portfolio as a higher yielding 

alternative to a traditional 60/40 (60% stock / 40% bond) portfolio. We want our investors to feel 

a level of comfort holding this portfolio over the long term.   

Our investment philosophy remains unchanged.  The Dearborn Multi-Asset SMA portfolio seeks 

to provide attractive current income with the potential for growth in income over the long term.  

The portfolio is diversified across various asset classes—stocks of companies with dividend 

growth potential, investment grade fixed income, high yield fixed income, bank loans, mortgage-

backed fixed income, preferred, midstream pipeline companies, Business Development 

Companies, and Real Estate Investment Trusts.   

We maintain the view that diversification across and within various asset classes can help moderate 

portfolio risk. Holding a significant number of companies with the ability (and willingness) to pay 

and raise dividends over time is, we believe, one of the most prudent uses of capital for our 

Dearborn Multi-Asset SMA.   

While we prefer to have lower turnover in the portfolio, a major economic disruption such as the 

one we are currently experiencing, in our view, can necessitate higher turnover, especially in a “go 

anywhere” portfolio.  For example, for the full year of 2019, our turnover was 32%.  Through the 

first quarter of 2020, our turnover is 135%.  We expect continued turnover as we progress through 

the remainder of 2020 as we seek to opportunistically deploy capital. 

Quarter-End Asset Allocation Mix 

Officially, as of March 31, 2020, the Dearborn Multi-Asset SMA asset mix was 66% equity, 32% 

fixed income, and 2% cash.  However, within the equity portion, we view approximately 10% of 

the portfolio as fixed income alternatives - namely pipeline companies and Business Development 

Companies. Therefore, unofficially, we view the portfolio asset mix more as a 56% equity, 42% 

fixed income (and “fixed income-like”), and 2% cash.   

Here is the portfolio breakdown (totals may not sum due to rounding) at quarter end: 38 stocks, 11 

ETFs (exchange traded funds), 1 cash position.  (Also, see pie graph below.) 



➢ 66% Equity 

o 56% Traditional dividend-growing equity. 

▪ These are 33 individual stocks of companies that we expect to raise 

dividends year after year.  These businesses – remember, we view owning 

stocks as owning businesses over the long term - provide the expected 

dividend growth and total return potential over long periods of time.   

o 6% Midstream pipelines.   

o 4% Business Development Companies (BDCs).   

➢ 32% Fixed Income 

o 14% Investment-grade bonds. 

o 8% Preferred securities.   

o 5% Bank loans.   

o 3% Government securities.  

o 2% High yield bonds.  

➢ 2% Cash 
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Dividend Increases 

Here are the companies within our Dearborn Partners Multi-Asset SMA that announced dividend 

increases in the first quarter of 2020, listed in reverse order by date, beginning with the most 

recent announcement: 

Company Ticker 
Percent 

Change 

Date of Increase 

Announcement 

New 

Amount 

Old 

Amount 

Consecutive 

Annual 

Increases 

Home Depot, Inc. HD 10.3% 2/25/2020 $1.50 $1.36 11 

Sherwin-Williams 

Company 

SHW 18.6% 2/19/2020 $1.34 $1.13 41 

Watsco, Inc. WSO 10.9% 2/13/2020 $1.78 $1.60 46 

Cisco Systems, Inc. CSCO 2.9% 2/12/2020 $0.36 $0.35 10 

Williams Companies, 

Inc. 

WMB 5.3% 1/28/2020 $0.40 $0.38 4 

Kimberly-Clark 

Corporation 

KMB 3.9% 1/23/2020 $1.07 $1.03 48 

Average: 8.7%     

 
*The percentage change of dividend payments reflects the new dividend rate compared with the similar payment made in the prior 

year. 

If you would like any additional details on the Dearborn Partners Multi-Asset SMA, please contact 

me directly or contact our Internal Wholesalers, Katie Wolford (kwolford@dearbornpartners.com 

/ (312) 795-5330) and Gabe Szymarek (gszymarek@dearbornpartners.com / (312) 795-5338).  

Sincerely, 

Peter Deakos, CFA  

pdeakos@dearbornpartners.com  

Disclaimer 

Past performance is no guarantee of future results. Dividends are not guaranteed and must be 

authorized by the company’s board of directors. Dividend yield is one component of performance 

and should not be the only consideration for investment.  

This commentary presents general views on the securities markets and should not be construed as 

financial or investment advice on any subject matter. It is not a complete description of, not a 

recommendation to invest in, any investment strategy mentioned within. This commentary may 

not be redistributed without Dearborn’s written consent. Some of the information herein has been 

obtained from third party sources. We believe such information is reliable, but we have not in each 

case verified its accuracy or completeness. All securities investing involves risks, and this 

commentary is not intended to address such risks. Dearborn may make securities recommendations 

to clients that are inconsistent with the views herein. Any opinions herein are as of the date of this 

report and are subject to change without notice. Dearborn Partners L.L.C. is an investment adviser 

registered under the Investment Advisers Act of 1940, as amended. Registration does not imply a 

certain level of skill or training.  
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