
 

Compounding the Probability of Success 
 
Investors learned the hard way that it is difficult to overstate the importance of Federal 
Reserve policy when it comes to markets. And, at its core, these actions by the Fed are the 
reason why the market saw all its return be negated by valuation compression. During a 
period of high inflation, it is not surprising that long-duration equities whose present value is 
tied only to the terminal value of the stock take on the characteristics of zero-coupon bonds. 
 
Case in point, the perceived highfer margin of safety embedded in lower multiple value 
shares and a lesser reliance on capital markets to fund their ongoing operations have been 
favored by investors more broadly relative to their long duration growth counterparts. Thus, 
why Value bested Growth across all domestic market cap spectrums.  
 
One of the hardest parts of stock picking is being able to navigate through the noise – 
deciphering what information is material, and what is not. It’s been even more difficult over 
the past year due to the current environment. What hasn’t been difficult is trusting the 
management teams running all the companies in the fund. Given current market conditions, 
we continue to believe the stock portfolio is the perfect concoction of valuation, growth, and 
quality. 
 
I once read that optimism is a way of explaining failure, not prophesying success. Said 
another way: saying you are optimistic does not mean you think everything will be flawless 
and great. It means you know there are going to be failures and problems and setbacks, but 
those are what motivates people to find a new solution or remove an error – and that is what 
you should be optimistic about. 
 
We won’t always be correct on every single name we own in the Opus Small Cap Value ETF 
(“OSCV”) – that’s why it’s a portfolio of stocks. But we can promise you that we will continue 
to learn, being pragmatic about positioning in the current environment because all an 
investor needs to do is compound your probability of success. 

 
The performance data represents past performance & does not guarantee future results.  Investment return & 

principal value of an investment will fluctuate so that an investor’s shares may be worth more or less than their 
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original cost when sold or redeemed. Current performance may be higher or lower than the performance quoted. 
Returns for periods  greater than one  year are annualized. Short term performance in particular is not a good 

indication of the fund’s future performance and an investment should not be made based solely on returns. For 
performance data current to the most recent month end, please call (251) 517-7198, or visit aptusetfs.com 

 
Portfolio Review – ‘22 
 
It was a good year for people who love bad news – the Russell 2000 was down 20.5%, incurring 
its worst calendar year return since 2008. Luckily, the lower valued securities within the 
Russell 2000 Value helped insulate our benchmark from a stylistic perspective, down only 
14.5%.  
 
From a performance standpoint, the higher-valued small-cap growth had one of its worst 
years relative to small-cap value since 2001, when the dot-com bubble was imploding in real-
time. With that said, the Russell 2000 Value Index outperformed the Russell 2000 Growth 
Index by 11.9% in ‘22. This performance spread was even larger in U.S. Large Cap. 
 
Given OSCV’s tilt to Value and Quality, the fund performed well, besting both the Core and 
Value Indices by 11.3% and 3.8%, respectively.  
 
Our approach relies on fundamental research as opposed to simple quantitative factors, and 
accordingly we outperformed thanks to both strong stock selection and sector allocation, 
which added 228bps and 128bps, respectively. For the year, our selection was additive in 
seven (7) of the eleven (11) sectors in which we are invested.  
 
 
 
 
 
 
 
 
 
OSCV struck oil in the black gold, Texas tea area of the market, as the fund’s top six (6) 
contributors all came from Energy. Specifically, the fund had great contribution in the royalty 
area, as Texas Pacific Land Company (TPL), Brigham Minerals Inc. (MNRL), and Viper Energy 
Partners (VNOM) were all up over 60% during ’22.  
 
Not only that, but we had a slew of cheap stocks show that valuations do matter, as 
Encompass Health (EHC) and RCI Hospitality Holdings (RICK) also performed well.  
 

+ - + -
Health Care Real Estate Industrials Discretionary

Discretionary Technology Energy Financials
Industrials Utilities Comm. Services Staples

Source: Bloomberg, Data as of 12/31/22

Stock Selection Sector Allocation

+128bps +228bps

2022
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On the other hand, given the decimation in longer duration securities, we had some losers 
that were concentrated in Real Estate. City Office REIT (CIO), NexPoint Residential (NXRT), 
and National Storage Affiliates Trust (NSA) were hit the hardest. In this sector, we tend to 
prefer owning higher-valued REITs, given their reliance on the use of their equity for 
inorganic growth.  
Lastly, we sold a few underperformers due to their high valuation in Technology, as TTEC 
Holdings and Shutterstock both hit our Interval Losers list, which demanded the fund to sell 
its full ownership.  
 
Portfolio Review – Q4 ‘22 
 
During the quarter, OSCV’s return of 9.6% put it ahead of our benchmark, the Russell 2000 
Value Index (“R2KV”), by 1.2%. Despite our style being out of favor, the fund also bested the 
Russell 2000 Index (“R2K”) by almost 3.2%.  
Most the fund’s quarterly performance was due to sector allocation through an overweight 
to Industrials and Energy, combined with an underweight to Health Care, specifically 
Biotech/Pharmaceuticals.  Stock selection slightly detracted during the quarter solely due to 
owning the wrong Industrials, though the fund’s overweight more than made up for the poor 
selection. Sector allocation was strong to quite strong, as it was additive in ten (10) of eleven 
(11) sectors.  
 
 
 
 
 
 
 
 
 
 
During the quarter, stock selection was a slight drag, but it was isolated to our industrials bet. 
Within Industrials, we sold Carlisle Companies Inc. as it hit our interval loser list, but we also 
pared our gains in Grupo Aeroportuario del Centro Norte (OMAB) given its relative 
performance versus the R2KV after it hit our interval winner list.  
 
Detailing the importance of our sell discipline, which includes the interval loser list and 
interval winner list, continues to be a cornerstone of our process. We have learned, especially 
within small caps, that we need to let what we view as our winners run, while cutting what 
we categorize as our losers early – creating an asymmetry to the upside. 
 
 

+ - + -
Health Care Industrials Industrials Utilities

Discretionary Real Estate Health Care -
Energy Utilities Energy -

Source: Bloomberg, Data as of 12/31/22

Stock Selection Sector Allocation

-57bps +256bps

Q4 2022
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Conclusion 
 
OSCV continues to look for high-quality companies that our team believes have the ability to 
compound capital over long periods of time. We remain confident in our process and expect 
to have the wind at our back as high-quality stocks are highly undervalued and poised to lead 
the market going forward, which tends to bode well for our clients 
 
As always, thank you for trusting us with your capital. 
 

 
Top 10 Holdings 

 
 
 
 
Disclosures 
 
Past performance is not indicative of future results. This material is not financial advice or 
an offer to sell any product. The information contained herein should not be considered a 
recommendation to purchase or sell any particular security. Forward looking statements 
cannot be guaranteed. 
 
This commentary offers generalized research, not personalized investment advice. It is for 
informational purposes only and does not constitute a complete description of our 
investment services or performance. Nothing in this commentary should be interpreted to 
state or imply that past results are an indication of future investment returns. All 
investments involve risk and unless otherwise stated, are not guaranteed. Be sure to consult 
with an investment & tax professional before implementing any investment strategy. 
Investing involves risk. Principal loss is possible. 
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The WisdomTree U.S. SmallCap Dividend Index is a weighted index measuring the 
performance of the small-capitalization segment of the US dividend-paying market. The 
Index is comprised of the companies that compose the bottom 25% of the market  
capitalization of the WisdomTree U.S. Dividend Index after the 300 largest companies have 
been removed. The index is dividend weighted annually to reflect the proportionate share of 
the aggregate cash dividends each component company is projected to pay in the coming 
year, based on the most recently declared dividend per share. This index was established 
with a base value of 200 on May 31, 2006. Prior to June 30, 2017, the WisdomTree U.S. 
SmallCap Dividend Index was named the WisdomTree SmallCap Dividend Index. 
 
A zero-coupon bond, also known as an accrual bond, is a debt security that does not pay 
interest but instead trades at a deep discount, rendering a profit at maturity, when the bond 
is redeemed for its full face value. The term Russell 2000 Index refers to a stock market index 
that measures the performance of the 2,000 smaller companies included in the Russell 3000 
Index. The Russell 2000 Growth Index measures the performance of Russell 2000 companies 
with higher price-to-value ratios and higher forecasted growth values. The Russell 2000 
Value Index measures the performance of Russell 2000 companies with lower price-to-book 
(P/B) ratios and lower forecasted growth values. Basis points, otherwise known as bps or 
"bips," are a unit of measure used in finance to describe the percentage change in the value 
of financial instruments or the rate change in an index or other benchmark.  
 
The content and/or when a page is marked “Advisor Use Only” or “For Institutional Use”, the 
content is only intended for financial advisors, consultants, or existing and prospective 
institutional investors of Aptus. These materials have not been written or approved for a  
retail audience or use in mind and should not be distributed to retail investors.  Any 
distribution to retail investors by a registered investment adviser may violate the new 
Marketing Rule under the Investment Advisers Act.  If you choose to utilize or cite material, 
we recommend the citation be presented in context, with similar footnotes in the material 
and appropriate sourcing to Aptus and/or any other author or source references. This is 
notwithstanding any considerations or customizations with regards to your operations, 
based on your own compliance process, and compliance review with the marketing rule 
effective November 4, 2022. 
 
Before investing, you should carefully consider the investment objectives, risks, charges, 
and expenses of the Funds. The prospectus and summary prospectus contain this and 
other information about the Funds. You can obtain performance information and a 
current prospectus and summary prospectus by visiting opusetfs.com. Please read the 
prospectus or summary prospectus carefully before investing or sending money.  
 
Investing involves risk. Principal loss is possible. The Fund invests in the securities of small-
capitalization companies. As a result, the Fund may be more volatile than funds that invest 
in larger, more established companies. The securities of small-capitalization companies 
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generally trade in lower volumes and are subject to greater and more unpredictable price 
changes than larger capitalization stocks or the stock market as a whole. Small 
capitalization companies may be particularly sensitive to changes in interest rates, 
government regulation, borrowing costs and earnings. The value investing style may over 
time go in and out of favor. At times when the value investing style is out of favor, the Fund 
may underperform other funds that use different investing styles. Investing in ETFs are 
subject to additional risks that do not apply to conventional mutual funds, including the 
risks that the market price of the shares may trade at a discount to its net asset value 
(“NAV”), an active secondary trading market may not develop or be maintained, or trading 
may be halted by the exchange in which they trade, which may impact a Funds ability to 
sell its shares. Diversification does not guarantee a profit nor protect against loss. Shares of 
the Fund are not deposits or obligations of any bank, are not guaranteed by any bank, are 
not insured by the FDIC or any other agency, and involve investment risks, including possible 
loss of the principal amount invested. Shares of the Opus Small Cap Value Plus ETF are 
bought and sold at market price (not NAV) and are not individually redeemed from the ETF. 
There can be no guarantee that an active trading market for ETF shares will develop or be 
maintained, or that their listing will continue or remain unchanged. Buying or selling ETF 
shares on an exchange may require the payment of brokerage commissions and frequent 
trading may incur brokerage costs that detract significantly from investment returns. 
Objective and Risks. The Opus Small Cap Value Plus ETF (OSCV) seeks capital appreciation. 
The Fund is an actively managed exchange traded fund (“ETF”) that invests under normal 
circumstances at least 80% of its net assets (plus any borrowings for investment purposes) 
in equity securities of small capitalization U.S. companies. The Fund defines a small-
capitalization company as an issuer whose market capitalization at the time of purchase is 
in the range of those found in the Russell 2000® Index during the prior year. Aptus Capital 
Advisors is the advisor to the Opus Small Cap Value ETF which is distributed by Quasar 
Distributors, LLC. 
 
Advisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment 
Adviser registered with the Securities and Exchange Commission. Registration does not 
imply a certain level or skill or training. More information about the advisor, its investment 
strategies and objectives, is included in the firm’s Form ADV Part 2, which can be obtained, 
at no charge, by calling (251) 517-7198. Aptus Capital Advisors, LLC is headquartered in 
Fairhope, Alabama. 
 
 
 


