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DOMESTIC CORE STRATEGIES
We’re thrilled to be writing our first quarterly letter for the 
CDI Domestic Core strategies.  As our GIPS-compliant track 
records have only just begun, we’ll focus this first letter on 
what you should expect from our strategies.  An owner’s 
manual, so to speak. 

Your Domestic Core PM team, Rob & Connor, have been 
working closely together since Rob joined Thornburg 
Investment Management in 2007.  We co-managed the 
Thornburg Value Fund and Thornburg Domestic Equity 
Strategy.  With significant overlap in holdings, Rob was an 
important part of the Thornburg Long/Short Equity team, a 
strategy that Connor launched in 2008.  
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BUILDING ON WHAT WORKS

Much of our investment approach is carried over 
from our previous experience. Bill Fries got a lot 
right when he launched the Thornburg Value Fund in 
1995. The strategy was flexible, concentrated, and 
balanced. He was an amazing mentor, and his 
humility and respect for others is a beacon for how 
things should be in our industry. 

Finding Great Investments

Rather than being confined by industry boundaries, 
we pursue promising investment ideas across 
industries and geographies.  In an age of disruption, 
we believe a broader perspective is the key to 
differentiated views on individual investment 
opportunities.  As the world around us marches 
towards ever increasing specialization, the ability to 
compare different businesses across industries and 
geographies increases in value.

Building a Balanced Portfolio

Constructing a portfolio that spans from emerging to 
mature businesses, we aim to build an all-weather 
portfolio that can perform in any environment.  We 
construct a balanced portfolio that minimizes factor 
bets, allowing stock selection to drive returns.
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B U I L D I N G  A  B A L A N C E D  P O R T F O L I O

INVESTING ACROSS THE BUSINESS LIFE CYCLE

POSITIONING (SMID, MULTI-CAP)¹
As of 6/30/21

SMID       MULTI-CAP

37.0%

47.1%

13.9%

ESTABLISHED

MATURE

EMERGING

46.9%

37.6%

13.4%

POSITIONING (LONG/SHORT)¹
As of 6/30/21

GROSS
LONG

ESTABLISHED

MATURE

EMERGING

TOTAL

GROSS
SHORT NET

52.6%

42.3%

15.1%

110.1%

47.5%

6.9%

16.3%

70.7%

5.1%

35.4%

-1.1%

39.3%

1 Portfolio holdings are subject to change and are not recommendations to buy or sell any security.  There is no guarantee that any of these holdings were or will be 
profitable.  This represents a model portfolio for each strategy, client portfolios may vary due to timing of investments, restrictions, cash flows and other factors.  The SMID 
Cap Core, Multi-Cap Core and Long/Short Equity strategies are each concentrated equity strategies invested primarily in U.S. stocks.



Rob and Connor have each been investing in 
businesses and building portfolios for two 
decades.  We have learned a few things along the 
way. We’re excited to put these learnings to work 
at CDI, where we have a once-in-a-career 
opportunity to rethink both our big picture 
approach and our day-to-day efforts.

Reflecting on our past investment experience, we 
notice two types of investments where we seem to 
have greater success – investments with longer 
time horizons and those backed by our 
highest-conviction ideas.  Going forward, we will 
seek to make more investments with a longer view 
and concentrate more of our portfolio in our 
highest conviction ideas. 

A Longer View

In this world of instant access to petabytes of 
information, time horizon arbitrage is the last, 
great opportunity for fundamental equity 
investors.  There is more short-term noise today 
than ever before.  Investing our own money, we 
believe in a long-term, patient approach.  We want 
to give our clients the opportunity to capture 
these long-term gains as well.   

Strong client partnerships are necessary for a truly 
long-term perspective and approach.  For our 
clients to benefit over the long-term, we see it as 
our responsibility to be transparent and accessible, 
especially during periods of market volatility.

The right firm culture is key, too.  The pressures to 
think short term are constant and almost 
unavoidable.  We have purpose-built CDI to 
incentivize a very long-term approach, where 
employees can focus on long-term outcomes for 
clients.  Each of our employees is an owner in the 
business and viewed as a long-term partner.  

Concentration

At CDI, we are leaning further into our 
differentiated views on individual investments.  
We’re running more concentrated portfolios of 
between 20 and 35 stocks.  We believe only with 
concentration can boutique active managers prove 
their value and justify their fees.
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TOP 10 HOLDINGS2             6/30/2021

SMID CAP CORE
1. Assured Guaranty 
2. Affiliated Managers Group 
3. API Group 
4. Nomad Foods 
5. Wyndham Hotels 
6. Carmax
7. FTI Consulting
8. Zillow Group
9. Patria Investments 
10. Berry Global 
Total

MULTI -CAP CORE
1. Alphabet 
2. Brookfield Asset Management 
3. Carmax 
4. Nomad Foods 
5. Thermo Fisher Scientific 
6. Assured Guarantee 
7. Gilead Sciences 
8. Facebook 
9. Microsoft 
10. Target 
Total 

LONG/SHORT
1. Alphabet 
2. Brookfield Asset Management 
3. Carmax 
4. Nomad Foods 
5. Thermo Fisher Scientific 
6. Assured Guaranty 
7. Gilead Sciences 
8. Facebook 
9. Microsoft 
10. Target 
Total 

 
8.0%
8.0%
8.0%
7.0%
7.0%
7.0%
 6.1%
5.9%
 5.0%
5.0%

68.1%

7.2%
7.1%
6.5%
6.4%
 6.4%
 5.7%
5.7%
5.2%
5.2%
4.3%

59.8%

8.1%
8.0%
7.3%
7.2%
7.1%
 6.5%
6.4%
5.9%
 5.8%
4.9%

67.1%

REFINING OUR APPROACH

2 Source: Kiski Analytics.  Please see Important Disclosures at the end of this presentation for a description of the SMID and Multi-Cap Style Benchmarks.



We’re excited to share work we’ve done with 
Kiski Group, our risk analytics partner.  We’ve 
been working with Kiski for nearly a decade and 
have expanded the scope of our relationship at 
CDI.  Having worked with many risk analytics 
firms, Kiski is our favorite.  It’s not because 
they’re the biggest (they’re not) nor because their 
risk model has the most factors (it doesn’t) – but 
because of their ability to customize their 
approach for each manager they work with. 

Working hand in hand, we’ve quantified our 
qualitative risk management approach.  We have 
categorized every company in the R3000 back to 
1995 as Established, Mature or Emerging.  We 
can now show basket weights for each of our 
index benchmarks over time, as well as passive 
representations of our balanced portfolio 
approach, which we’re calling our Style 
Benchmarks.
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BUILDING A BALANCED PORTFOLIO - RISK MANAGEMENT

H Y P OT H E T I C A L  B AC K  T E S T E D  R E S U LT S  F O R  O U R  S T Y L E  B E N C H M A R K3

Date range: 1/1/1995 to 6/30/2021  
  
Methodology for basket assignment
    . Get factor rank within the rank universe
    . Get basket rank by taking the weighted average factor   
     rank within the basket
    . Get the basket assignment based on the minimum of the  
     three basket ranks

Style benchmark creation
    . Use 40/40/20 allocation to Mature, Established and  
     Emerging baskets within the investable universe
    . Stocks within each basket are weighted based on their    
     market cap

Universe
    . Rank universe – Russell 3000
    . Investable Universe
 . SMID – Russell 3000 excluding S&P 500
 . Multi-Cap – S&P 500

Factors: Basket 

Mature

Established

Emerging

Factor

Book to Price Ratio
Dividend Yield
Earnings Quality (Accruals)
Earnings Volatility
Earnings Yield (12M historical)
Long-Term Earnings Growth

Earnings Per Share Certainty
Earnings Volatility
Long-Term Earnings Growth
OLS_Beta
Return on Equity
Return on Invested Capital

Price to Sales Ratio
Three Year Sales Growth

Our Style Benchmarks select investments from the 
S&P 500 or Russell 2,500 and invest 40%, 40% and 
20% in Established, Mature and Emerging 
businesses, respectively.  Not only has our basket 
approach worked as executed over many years in 
real-world practice, but it works theoretically as 
well.  When back tested to 1995, our Style 
Benchmarks outperformed each index benchmark.  
They proved more balanced than our index 
benchmarks, avoiding overexposure to growth 
during the internet bubble as well as overexposure 
to value during the lead up to the great financial 
crisis.  On top of the benefits of a more balanced 
portfolio, we will seek to add additional alpha 
through stock selection. 

3 Source: Kiski Analytics.  Please see Important Disclosures at the end of this presentation for the definition of each benchmark shown here and Style Benchmark 
Construction for a description of the SMID and Multi-Cap Style Benchmarks.  Performance figures shown represent hypothetical back-tested style benchmark returns and 
are not based on actual performance results achieved by any portfolio managed by CDI.  It is not possible to invest directly in an index.  Returns are pre-tax.  Results reflect 
the reinvestment of dividends and income.  Performance presented does not reflect trading costs or other expenses.  Different types of investments involve varying degrees 
of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product (including the investments and/or investment 
strategies recommended or undertaken by City Different Investments) will be profitable.  Past performance is no guarantee of future returns.



S T Y L E  B E N C H  P E R F O R M A N C E  C H A RT S3  

Our Style Benchmarks will also drive reporting on our outcomes.  Our basket approach, by design, 
creates sector/market cap/factor exposures that look different than our index benchmarks.  We will 
provide transparency into these exposures, so you know what to expect out of our strategies.  In some 
periods these exposures will hurt, in others they will help.  The data, and our experience, make us 
believe the baskets will help over the long term.  In some periods our stock picking will hurt, in others 
it will help.  Again, our experience is that we can add value through stock selection over the long-term.  
We will report on both, the performance impact of our Style Benchmark exposures, and the perfor-
mance impact of our stock selection.  

We seek to construct portfolios that combine flexibility and concentration in our individual stock selection with 
the balance provided by our baskets because we believe this is the right approach for long term investing.
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3 Source: Kiski Analytics. Please see Important Disclosures at the end of this presentation for the definition of each benchmark shown here. Returns are pre-tax. Results 
reflect the reinvestment of dividends and income.  Past performance does not guarantee future results.    It is not possible to invest directly in an index.  Please see Building 
a Balanced Portfolio Style Benchmark Construction and Important Disclosures for a description of the SMID and Multi-Cap Style Benchmarks



The team is energized.  We have our feet under us, and following our strategy launches in May and 
June, we’re now focused on upgrading the portfolios.  What new investment ideas can we find that are 
much better than what we already own?  We’ve found a few already this quarter.  The incredible 
nature of this opportunity is not lost on the team:  to continue our investment work in a culture that 
we are creating…that is long-term focused…and allows the entrepreneurial pursuit of exciting new 
investment ideas.  We’re like kids in a candy shop – tap dancing to work – and our bet is this will show 
in the long-term results of our strategies.  Please reach out to learn more.  We’re committed to 
transparency and accessibility at City Different – in fact, if you call our corporate line (505 416-4550) 
there’s a good chance Connor will pick up.

To our earliest clients – thank you for your trust and confidence!
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PARTING WORDS
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Website:               www.citydifferentinvestments.com
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IMPORTANT DISCLOSURES

The metr ics that define each strategy are guidel ines,  and not necessar i ly hard and fast  restr ictions.

Please see Style Benchmark Construction and Important Disclosures for a descr iption of the SMID and Multi-Cap Style Benchmarks.

The securities discussed in this  presentation may not be suitable for a l l  investors .  Past  performance is  not an indication of future 
performance and is  no guarantee that losses wi l l  not occur in the future.  The value of an investment,  and income generated ( i f any)  may fal l  
as  wel l  as r ise and is  not guaranteed.  Investors may not get back the ful l  amount invested and may lose the entire amount invested.  
Diversification does not assure a profit or protect against  loss.  Data herein is  reflected in USD unless specified otherwise.  

The views expressed herein are solely the opinions of the Firm. Although the statements of fact  and data in this  report  have been obtained 
from, and are based upon,  sources that we bel ieve to be rel iable,  we do not guarantee their accuracy,  and any such information may be 
incomplete or condensed.  The Firm has not independently ver ified third-party sourced information and data.  This  communication is  intended 
for informational  purposes only and does not constitute a sol ic itation to invest  money nor a recommendation to buy or sel l  certain securities 
and should not be rel ied upon for,  accounting,  legal ,  or tax advice.

Opinions and statements of financial  market trends that are based on market conditions constitute our judgment and are subject to change 
without notice.  Histor ic  market trends are not rel iable indicators of actual  future market behavior.  This  mater ia l  may contain projections or 
other forward-looking statements regarding future events ,  targets or expectations,  and is  only current as of the date indicated.  There is  no 
assurance that such events or targets wi l l  be achieved and may be s ignificantly different than that shown here.  The information presented,  
including statements concerning financial  market trends,  is  based on current market conditions,  which wi l l  fluctuate and may be superseded 
by subsequent market events or for other reasons.  Although the assumptions underlying the forward-looking statements that may be 
contained herein are bel ieved to be reasonable,  they can be affected by inaccurate assumptions or by known or unknown r isks and 
uncertainties.  The Firm assumes no duty to provide updates to any analysis  contained herein.  

JURISDICTIONAL LIMITATIONS

City Different may only transact business or provide investment advice in those states and jur isdictions where i t  is  authorized to do so.  The 
information contained herein does not represent personal  or customized investment advice.  City Different wi l l  only render investment advice 
under the terms of a legal  agreement between parties.

Benchmark Definitions

The Russel l  2500 Index
The Russel l  2500 Index measures the performance of the smal l  to midcap segment of the US equity universe,  commonly referred to as "smid" 
cap.  The Russel l  2500™ Index is  a  subset of the Russel l  3000® Index.  It  includes approximately 2500 of the smal lest  securities based on a 
combination of their market cap and current index membership.

The S&P 500 Index
The S&P 500 is  widely regarded as the best  s ingle gauge of large-cap U.S.  equities.   The index includes 500 leading companies and covers 
approximately 80% of avai lable market capital ization.

Gross Long Exposure,  Gross Short  Exposure,  Net Exposure
Gross long exposure is  the total  exposure to a l l  long (or adjusted long)  positions in the long/short  strategy.   Gross short  exposure is  the total  
exposure to a l l  short  (or adjusted short )  positions in the long/short  strategy.   Net exposure is  the difference between gross long and gross 
short  exposures.

The S&P 500 Net Adj .  Index
CDI reports on exposure and performance for the S&P 500 Index adjusted for CDI’s  Long/Short  Net exposure monthly.

The HFRI Equity Hedge Index
The HFRI® Indices are broadly constructed indices designed to capture the breadth of hedge fund performance trends across a l l  strategies 
and regions.  Equity Hedge:  Investment Managers who maintain positions both long and short  in pr imari ly equity and equity derivative 
securities.  A wide var iety of investment processes can be employed to arr ive at  an investment decis ion,  including both quantitative and 
fundamental  techniques;  strategies can be broadly diversified or narrowly focused on specific sectors and can range broadly in terms of 
levels  of net exposure,  leverage employed,  holding period,  concentrations of market capital izations and valuation ranges of typical  portfol ios.  
EH managers would typical ly maintain at  least  50% exposure to,  and may in some cases be entirely invested in ,  equities,  both long and short .

Style Benchmarks for SMID and Multi-cap are created by Kiski  Analytics.   The Style Benchmarks are designed to show an approximation of 
“ Investing Across the Business Life Cycle” util iz ing al l  the avai lable stocks in each portfol io’s  benchmark.   CDI Style Benchmarks carry 
consistent 40%/40%/20% exposure to each basket ,  weighted by market cap,  amongst those holdings that rank highest within Establ ished,  
Mature and Emerging businesses.

Benchmark indices are unmanaged,  are not avai lable for direct  investment,  and do not reflect any fees,  expenses,  or sales charges.  There are 
important differences between proposed strategies and referenced benchmarks,  including differences related to the number of holdings and 
diversification,  among others.  

A copy of City Different ’s  current written disclosure statement discussing our advisory services and fees is  avai lable upon request .


