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The Select Equity Income Portfolio Composite was up 4.92%, net of fees, in the third 

quarter.  This result was slightly ahead of the S&P 500 Index gain of 4.48%.
1
  The 

Portfolio Composite remains substantially behind the S&P 500 Index, year-to-date, but 

remains ahead since inception.  The Portfolio had a nice recovery in September as the 

market’s transition from leadership by large capitalization growth and momentum toward 

cyclicals, value stocks, and smaller capitalization companies finally seemed to get some 

traction.  This is a welcome sign to us, and the beginning of the fourth quarter seems to 

have confirmed this trend.   

 

The Portfolio
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During the quarter, we purchased two new positions, Gentex (GNTX) and Luminex 

(LMNX).  

 

Gentex (GNTX) is the leading global provider of auto-dimming mirrors.  Over the last 15 

years, Gentex’s interior mirror shipments have risen at a 12% compound annual growth 

rate with penetration now representing 28% of global automobile volume.  The company 

has continued to innovate, and the current product line, including industry leading 

electronic features, has never been stronger or more diverse.  Despite the strong historical 

growth, the stock is trading at the low end of its valuation range on a price-to-sales and 

price-to-earnings basis.  In addition, we believe the company is becoming more investor 

friendly as the Board recently increased the stock buyback authorization.  The stock has a 

2.1% dividend yield, and the company has a fortress-like balance sheet with over $500 

million in net cash.    

 

Luminex manufactures and markets proprietary biological testing technologies.  The 

company has an attractive “razor and razor blades” business model; the company’s large 

installed instrument base generates consistent demand for LMNX’’s proprietary 

consumables/test reagents.  The company has invested in research and development and 

made acquisitions to boost long-term growth; both of these initiatives have produced new 

products that appear to be creating attractive growth opportunities and earnings potential.  

The company has a strong balance sheet with over $100 million in cash, and the stock has 

a 1.2% dividend yield. 

 

We sold Apache as the stock continued to decline with lower oil prices.  We used the 

proceeds to add to our positions in Schlumberger and Fastenal.   

                                                 
1Past performance is no guarantee of future results, and no representation is made that results similar to those shown can 

be achieved.  To receive a complete list and description of Investment Management of Virginia, LLC’s composites and/or 

a presentation that adheres to the Global Investment Performance Standards (GIPS), contact Investment Management of 

Virginia at (804) 643-1100.  
2 The transactions/securities discussed in this section are generally portfolio-wide transactions for the accounts in this 

Portfolio and have not been selected by any performance criteria.  It should not be assumed that all accounts in the 

Portfolio had the same transactions or that transactions in the future will be as profitable or will equal the performance of 

the securities mentioned. 



We also sold a partial position in MDC Holdings after that stock moved to our initial target 

price.  We believe the U.S. housing market remains undersupplied and that the company 

could continue to see good growth over the next several years.   

 

The Market 

In late August, Cornerstone Macro, a well-respected macro-economic research firm, 

published a piece explaining that the U.S. equity market in 2017 had produced the widest 

spread between lower risk stocks (large capitalization growth) and riskier stocks (small 

capitalization value) in the last 20 years.
3
  We have commented on this divergence in the 

past with an obvious longing for a more balanced market that recognizes more of the value 

in out-of-favor sectors and companies.   

 

On September 8
th

, the 10-Year U.S. Treasury Note hit its lowest yield for the year, and the 

U.S. dollar hit its low the next day.  In the subsequent three weeks, bond yields rose in 

reaction to stronger economic growth expectations, the U.S. dollar strengthened, and 

investors took more notice of value stocks and companies with more cyclical exposure to 

the economy.  The ISM Manufacturing Index hit a 13-year high in September, commodity 

prices have continued to rise, and more Federal Reserve officials have voiced hawkish 

sentiments.  But, there is no telling if the current transition in the market will continue. 

There are plenty of skeptics of the improving economic growth thesis because of a 

slowdown in bank lending, a lackluster housing market, and a slowing auto industry.  We 

cannot predict the economy, but valuation and sentiment appear to be on our side, for the 

time being.   

 

The market’s current transition notwithstanding, we continue to believe that this is not the 

time to be overly aggressive in equities.  The variety of political, military, and economic 

risks around the world demand our concern, and the underlying fact that the Federal 

Reserve is starting to tighten rates and shrink its balance sheet are yellow flags for equity 

investors.  A tighter money supply reflects stronger economic fundamentals, but, at some 

point, higher rates can reduce equity valuations.  We believe our positions are attractive 

and may have a better risk-to-reward ratio than some other parts of the equity market, but 

this does not seem like the time to go “all in”.   

                                                 
3 “No Matter Your Mandate … This Report Is For You”, Cornerstone Macro; Authors: Trahan, Gregory, and Kiefer.  August 30, 2017, 
Page 1.   



INVESTMENT MANAGEMENT OF VIRGINIA, LLC

SELECT EQUITY INCOME PORTFOLIO COMPOSITE

ACCOMPANYING NOTES

Benchmark

Total Return Total Return Benchmark Composite S&P 500 Composite Composite Assets Non-Fee Paying Percentage of Total Firm Assets

Gross Net
B

S&P 500 3 Yr. St. Dev.
C

3 Yr. St. Dev.
C

Number of Dispersion
C

End of Period Composite Assets Non-Fee Paying End of Period

Year
A

(Percent) (Percent) (Percent) (Percent) (Percent) Accounts (Percent) (Millions) End of Period (MM) Composite Assets (Millions)

2007 0.84 0.18 5.49 N/A N/A 22 0.81 21.11 0.00 0.00% 357.32

2008 -32.95 -33.39 -37.00 N/A N/A 16 1.34 10.22 0.00 0.00% 285.31

2009 27.76 26.94 26.46 N/A N/A 15 2.63 11.90 2.61 21.93% 335.79

2010 16.77 16.10 15.06 N/A N/A 13 1.47 12.87 3.02 23.43% 427.21

2011 3.54 2.95 2.11 18.12 18.70 14 0.47 13.83 2.84 20.53% 409.51

2012 9.80 9.18 16.00 14.49 15.09 15 0.48 22.87 3.05 13.35% 526.95

2013 32.98 32.18 32.39 11.44 11.94 16 0.53 29.04 3.96 13.64% 697.44

2014 10.28 9.55 13.69 9.60 8.98 16 0.36 30.57 4.30 14.06% 549.17

2015 -4.18 -4.75 1.38 10.60 10.48 25 0.33 38.79 3.85 9.92% 437.32

2016 25.78 24.98 11.96 10.93 10.59 27 0.79 45.35 3.07 6.78% 484.18

     *2017 3.65 3.17 14.24 N/A N/A 27 N/A 44.98 3.17 7.05% 495.91

* 2017 performance returns are for the period ending 9/30/17.

A. Inception of the composite was 7/1/01.  Creation of the composite was 7/1/01.

B. Fee schedule:  1.00% per annum on the first $1 million of assets; 0.75% per annum on assets greater than $1 million.  Fees are negotiable.

C. N/A for the current year signifies that the information is not available until year end.  N/A for previous years signifies that the information was not required.

1. Basis of Presentation

2. Composite Criteria

3. Calculation Methodology

4. Comparison with Market Index

5. SEC Advertising Disclosure Footnotes

6. Additional Information

Past performance is no guarantee of future results, and no representation is made that results similar to those shown can be achieved.  All portfolios have the potential of profit and/or loss on the investment securities.

A complete presentation of any composite and/or a list of all composite descriptions is available upon request.  Such inquiries should be addressed to George McVey, Investment Management of Virginia, LLC, 919 E. Main Street, Suite 

1600, Richmond, Virginia 23219, or contact him through email at gmcvey@imva.net.

Investment Management of Virginia, LLC claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards.  Investment Management of 

Virginia, LLC has been independently verified for the periods January 1, 1993 through June 30, 2017.  Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a 

firm-wide basis and (2) the firm’s policies and procedures are designed to calculate and present performance in compliance with the GIPS standards.  The Select Equity Income Portfolio composite has been examined for the periods July 1, 

2001 through June 30, 2017.  The verification and performance examination reports are available upon request.

Investment Management of Virginia, LLC ("IMVA") is a registered investment adviser under the Investment Advisors Act of 1940.  IMVA was originally established as Scott & Stringfellow Capital Management, Inc., a division of Scott & 

Stringfellow, in 1982.  In March 1999, Scott & Stringfellow became a wholly owned subsidiary of Branch Banking & Trust Company (BB&T).  IMVA became an independent investment adviser in July of 2000 when the principals of 

Scott & Stringfellow Capital Management, Inc. purchased the Company from BB&T.  Total firm assets exclude model programs.  Additionally, as supplemental information, as of September 30, 2017, the firm provides models to programs 

managing a total of approximately $17.86 million in assets based on those models (this figure includes all  model portfolio assets at IMVA).

The Composite consists of institutional, endowment, retirement, and individual accounts.  Tax-exempt and taxable accounts are included. The Composite seeks a strong total return through capital appreciation in small, medium, and large 

capitalization companies.  The primary investment criteria are strong upside potential at a reasonable price.  Results are based on fully discretionary accounts under management, including those accounts no longer with the firm.  

Performance results of the Composite are based on U.S. dollar returns.

The Composite results are time-weighted rates of return net of commissions, custodial fees, and any other expenses incurred in the management of accounts.  Accounts may be shown gross or net of withholding taxes on foreign dividends 

based on the custodian.  These returns have been presented both gross and net of investment advisory fees.  Quarterly composite rates of return, which are net of investment advisory fees, are calculated at the account level.  For each 

account, the fee percentage is subtracted from the account's gross monthly return, during the month the fee is incurred, to obtain a monthly account return net of investment advisory fees.  The three-year annualized standard deviation 

measures the variability of the composite and the benchmark returns over the preceding 36-month period.  The annual composite dispersion presented is an asset-weighted standard deviation calculated for the accounts in the composite the 

entire year.  Additional information regarding policies for valuing portfolios, calculating performance and preparing compliant presentations is available upon request.

Results of the Composite are shown compared to the Standard & Poor's 500 Index.  The Standard & Poor's 500 Index is a capitalization-weighted index, and is calculated based on a total return basis with dividends reinvested.  The 

Standard and Poor's 500 Index is a capitalization-weighted index of 500 blue-chip U.S. companies representing the industrial, transportation, utility, and financial sectors with heavy emphasis on the industrial sector.   Performance has 

been linked in the same manner as the Select Equity Income Portfolio Composite.  The returns for this unmanaged index do not include any transaction costs, management fees, or other costs.  Investment Management of Virginia, LLC 

takes no responsibility for the validity of the index and/or other performance numbers provided by reputable outside sources. 

All performance composite returns are reported net and gross of investment advisory fees charged by Investment Management of Virginia, and reflect the reinvestment of dividends and other earnings.  The investment returns will be 

reduced by commissions, custodial fees, and any other expenses incurred in the management of accounts.  Accounts may be shown gross or net of withholding taxes on foreign dividends based on the custodian.  Net performance reflects 

the deduction of actual quarterly fees for each account in the composite.  Gross of fees performance returns are presented before investment management fees.  


