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The Nuance Concentrated Value Composite 
is a classic value investment product investing 
primarily in the equity or equity-linked securities of 
United States based companies. The product will 
typically maintain 15-35 positions in the securities 
of companies that, in the opinion of the Nuance 
Investments Team, have leading and sustainable 
market share positions, above average financial 
strength, and are trading at prices materially below 
our internally derived view of intrinsic value. The 
product’s primary benchmark is the Russell 3000 
Value Index. Clients may also compare the product 
to the S&P 500 Index.

Longer Term Performance Update

Since Inception Return: The return since inception (11/13/2008) through 9/30/2017 is 16.9 percent (annualized and net of fees) versus the Russell 3000 Value 
Index and S&P 500 Index, which have returned 13.2 percent and 14.6 percent respectively. We are pleased with this level of outperformance over time.

Risk-Adjusted Returns: Our Sharpe Ratio since inception through 9/30/2017 is 1.3 (net of fees) versus Russell 3000 Value Index at 0.9 and the S&P 500 Index 
at 1.1. 

Peer Group Returns through 9/30/2017: Comparing our product to peers displays positive results over time. On a total return basis, since 11/30/08, we ranked 
26 out of 986 peer group members (3rd percentile) in the Morningstar Large Cap Value universe, 73 out of 322 (23rd percentile) in the Morningstar Mid-Cap 
Value universe, and 22 out of 244 (9th percentile) in the Lipper Multi-Cap Value universe. 

Peer Group Risk-Adjusted Return through 9/30/2017: On a risk-adjusted return basis, since 11/30/2008, (measured by the Sharpe Ratio) we ranked 5 out of 
986 peer group members (1st percentile) in the Morningstar Large Cap Vale universe, 1 out of 322 (1st percentile) in the Morningstar Mid-Cap Value universe, 
and 2 out of 244 (1st percentile) in the Lipper Multi-Cap Value universe.
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Portfolio Managers Risk-Adjusted Returns Rankings1

Performance 11/13/2008 - 9/30/2017 APR* TR*  Standard 
Deviation* Sharpe Ratio* 7 Years 5 Years 3 Years 1   Year 2017 YTD

Nuance Concentrated Value Composite (Gross) 17.6 321.8 12.6 1.4 15.1 14.7 9.1 13.5 7.8

Nuance Concentrated Value Composite (Net) 16.9 300.1 12.6 1.3 14.3 13.9 8.3 12.7 7.2

Russell 3000 Value Index 13.2 199.8 14.8 0.9 13.2 13.2 8.8 15.5 7.7

S&P 500 Index 14.6 234.6 13.5 1.1 14.4 14.2 10.8 18.6 14.2

*Since Inception

1ST PERCENTILE  

Lipper
Category: Multi-Cap Value

SI Rank in Cat:  2 of 244

Morningstar
Category: Large Value 
SI Rank in Cat: 5 of 986

Morningstar
Category: Mid-Cap Value 

SI Rank in Cat: 1 of 322

Peer Group Analysis 11/30/2008 - 9/30/2017 Since Inception APR1 Standard Deviation (A)1 Sharpe Ratio (A)1

Nuance Concentrated Value Composite (Gross) 17.2 12.6 1.4

Nuance Concentrated Value Composite (Net) 16.5 12.6 1.3

Lipper Multi-Cap Value Funds Peer Group (Median) 13.4 15.3 0.9

Peer Group Percentile and Ranking 9th (22 of 244) 5th (12 of 244) 1st (2 of 244)

Morningstar Large Value Peer Group (Median) 12.9 14.4 0.9

Peer Group Percentile and Ranking 3rd (26 of 986) 14th (142 of 986) 1st (5 of 986)

Morningstar Mid-Cap Value Peer Group (Median) 15.2 15.9 0.9

Peer Group Percentile and Ranking 23rd (73 of 322) 1st (3 of 322) 1st (1 of 322)
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Calendar Year Performance as of 9/30/2017
11/13/08 - 

12/31/08
2009 2010 2011 2012 2013 2014 2015  2016

 2017 

YTD

Nuance Concentrated Value Composite (Gross) 4.5 42.2 18.8 6.9 18.4 35.3 8.9 (1.3) 20.5 7.8

Nuance Concentrated Value Composite  (Net) 4.5 41.7 18.1 6.3 17.8 34.5 8.1 (2.0) 19.7 7.2

Russell 3000 Value Index 0.4 19.8 16.3 (0.1) 17.6 32.7 12.7 (4.1) 18.4 7.7

S&P 500 Index (0.5) 26.5 15.1 2.1 16.0 32.4 13.7 1.4 12.0 14.2
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Annualized 2-year Index Returns

Concentrated Value (Net) & Russell 3000 Value Index Rolling Returns

                   Rolling 2-Year Periods         Current 2-Year Period as of 9/30/2017

11/30/2008 -  9/30/2017
Periods Beating 

the Index
Composite (%) 

Net of Fees1

Russell 3000 Value 
Index (%)

Nuance Concentrated 
Value Composite

63/83 75.9 14.8 15.9

Your team at Nuance cautions clients regarding the use of short-term 
performance as a tool to make investment decisions. That said, if a 
client wants to consider our short-term performance, we recommend 
emphasizing two-year rolling periods since our inception. Our normal 
discussion of short-term performance will center on two-year performance, 
but we will also note calendar year to date results as is our tradition.

For the period ending September 30, 2017, the Nuance Concentrated Value 
Composite two year rolling return is 14.8 percent (net of fees) versus the 
Russell 3000 Value Index and S&P 500 Index which have returned 15.9  
percent and 17.0 percent respectively. Overall, we have outperformed in 
63 out of the available 83 two-year periods as shown in the chart labeled 
Rolling 2-Year Return Periods.

Year-to-date, the Nuance Concentrated Value Composite has returned 7.2 
percent (net of fees) versus the Russell 3000 Value Index and the S&P 500 
Index, which have returned 7.7 percent and 14.2 percent respectively. 

Shorter Term Performance Update (Two Year and Year-to-Date)

We continue to be pleased with the overall composition of the 
portfolio. Remember that we are seeking investment opportunities 
in leading business franchises with better than average valuation 
support. Using the adjacent table, you can see that the portfolio 
has a Price to Earnings ratio of 19.7x versus the Russell 3000 Value 
Index of 19.0x. We are achieving this ratio with a portfolio of 
companies that have a return on assets of 7.2 percent versus the 
Russell 3000 Value Index of 4.4 percent. This dichotomy of above 
average companies selling at average multiples has the opportunity  
for outperformance over the long-term, in our opinion.

*Based on Nuance internal estimates and benchmarked against the above noted Russell index.

Composition of the Portfolio as of 9/30/2017

Portfolio Characteristics2                  Nuance Concentrated 
Value Composite

Russell 3000 
Value Index

Weighted Average Market Cap 59.1b 110.1b
Median Market Cap 23.3b 1.5b
Price to Earnings (internal and ttm)* 19.7x 19.0x
Forward Price to Earnings 20.2x 16.2x
Dividend Yield 1.7% 2.4%
Return on Equity 43.5% 12.4%
Return on Assets 7.2% 4.4%
Active Share vs Russell 3000 Value 93.9% -
Upside/Downside Capture Ratio vs 
Russell 3000 Value

88.4% / 59.6% -

Number of Securities 27 2,112
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Stocks We Added to Your Portfolio (September 2017):

M&T Bank Corp. (MTB): MTB is a leading commercial bank in the Mid-Atlantic with a strong footprint in New York, New Jersey, Maryland, Pennsylvania, and 
Delaware. With a solid deposit market share history trend and a sound balance sheet, we believe MTB has an attractive competitive position and have added 
MTB to our client portfolios after a period of underperformance driven by expectations for lower interest rates.

Rockwell Collins, Inc. (COL): COL designs and produces electronic communications, avionics, and in-flight entertainment systems used by commercial, military, 
and government customers globally. The company received an acquisition offer from United Technologies Corp. (UTX). During the early part of September, the 
two companies reached an agreement where UTX would acquire COL for $140 in cash and stock. After reviewing the potential transaction and after having 
studied both companies for a very long time, we believe the transaction will very likely be approved and that there are minimal financing concerns. Based on 
the terms of the deal today versus the price we paid for COL post the deal, we believe the risk reward is better than that of most other market opportunities.

Nuance Concentrated Value Composite Perspectives September 2017

The portfolio remains stable from a sector weighting standpoint, and we 
continue to believe the opportunity set remains limited. We were able 
to recently add to our weighting in the Financial sector as just a small 
reset in future interest rate expectations during the quarter created an 
opportunity in what we view as select high quality financial institutions. 
We also increased our holdings in the Industrial sector as we continue to 
see attractive arbitrage opportunities which we believe have little downside 
risk (due to our belief that the odds of the deal getting done are very 
high) and modest upside potential. We remain overweight the Consumer 
Staples and Healthcare sectors. We are now underweight the Energy 
sector as we believe the sector is facing a multi-year period of competitive 
transition. We continue to be underweight the Utilities, Real Estate, 
Consumer Discretionary, and Information Technology sectors primarily due 
to valuation concerns.
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Sector Weights and Portfolio Positioning as of 9/30/2017

Stocks We Eliminated from Your Portfolio (September 2017):

Cerner Corp. (CERN): CERN is a leader in electronic health record software and services for use in hospitals and medical facilities. The company has been a 
consistent share gainer in the space, punctuated by recently winning the business of the Department of Veterans Affairs. CERN is prudently managed with 
no net debt on the balance sheet today. During the 3rd quarter, the stock advanced to the point of exceeding our estimate of fair value by more than 25%, 
so we exited the position in favor of more attractive risk reward opportunities. Cerner remains on our list of high-quality leading business franchises, and we 
would look to re-enter the stock at more reasonable prices.

Compass Minerals International, Inc. (CMP): CMP is a leading producer of both salt used in the North American de-icing market and specialty fertilizers. We 
exited our position in the name due to our view of an uncertain balance sheet which could result in a dividend cut, and the potential to issue equity at low 
prices. We believe this is due to an acquisition which levered the balance sheet. The trigger for financial stress could be as simple as another mild winter. 

Genuine Parts Company (GPC): GPC is the leading distributor of auto parts to professional auto mechanics in the U.S. through its NAPA Auto Parts business. 
When combined with its auto parts distribution in Canada, Mexico, and Australia, this business accounts for almost 60% of the company’s earnings. 
Another 25% of the company’s earnings comes from the distribution of industrial products used for repairs of manufacturing equipment, where the 
company also has a leading market share position. The company also has smaller positions in the distribution of office products and electrical/electronic 
parts. We exited the position as we became concerned about the potential for increasing competition in the auto parts distribution business and longer-term 
threats due to potential electric vehicle adoption.

H.B. Fuller Company (FUL): FUL is a leading global formulator, manufacturer of adhesives, sealants, and other specialty chemical products. We exited our 
position after multiple years of solid performance. That performance led the stock past our internal view of fair value.  We continue to like the competitive 
position of FUL and will look for better prices to re-enter the stock.

VCA, Inc. (WOOF): WOOF was acquired by Mars Inc. On September 13th for $93 per share. As such, we exited our position on the close of the deal.
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Nuance Perspectives from President & CIO, Scott Moore, CFA

Dear Clients,

At the end of the third quarter of 2017, your Nuance Concentrated Value Composite was up 7.20 percent (through 9/30/2017 and net of fees) versus 
the Russell 3000 Value Index up 7.72 percent and the S&P 500 index up 14.24 percent. More importantly, since our inception on 11/13/2008, the 
Nuance Concentrated Value Composite is up 16.88 percent (annualized and net of fees) versus the Russell 3000 Value Index up 13.15 percent and the 
S&P 500 Index up 14.56 percent.

Competitive Transitions

For our long-time readers and clients, the phrase “potential competitive transition” is used quite a bit around Nuance Investments. Specifically, we 
want to avoid “competitive transitions” as a key part of our long-standing investment process. Having sound and stable historical and going forward 
competitive positions is critical to our work as competitive disruptions suggest that historical financial statements and historical valuation metrics are 
largely irrelevant as the history no longer can be used to guide the future. With those two key items deemed irrelevant due to a pending competitive 
transition, the task of calculating a fair value or trough value for a company becomes akin to a trip to Las Vegas for a long weekend. Examples of our 
investment process identifying competitive transitions are abundant, and we have shared many of these over time. The newspaper industry of the 
early to mid-2000’s is an example. What was once a stable and high return on capital business that operated in an oligopoly market structure became 
an incredibly diverse and competitive marketplace due to the advent of the internet. Many investors and analysts thought this competitive transition 
would be a positive for the newspaper business at the time. Lowering fixed costs (printing presses and paper) while expanding distribution potential 
sounds pretty good on the surface. However, negatives abounded as well, including advertising rates that were plummeting and the number of viable 
(and some not so viable) news sources growing exponentially due to low barriers to entry in the business. As an analyst at the time, the decision was 
relatively straightforward. There was no financial nor valuation history that we could study that could help us understand this new newspaper and 
media environment. As such, we put all of our old favorite newspaper companies on a watch list and monitored the situation until it would become 
clear. We are still waiting for that clarity. One only needs to look at the stock price of The New York Times Company (NYT) from the early to mid-2000’s 
through today to understand how a competitive transition can be very difficult on shareholders. Put another way, competitive transitions also create 
a good way to beat benchmarks and indexes because indexes cannot avoid them nor overweight (over time) the beneficiaries of the transition. Other 
examples of transitions include the pulp and paper industry, the telecommunications sector, the ATM manufacturer sub-industry, the coal industry, and 
any one-off stocks. Identifying companies, sub-industries, industries, and sometimes sectors that should be placed on a watch list and monitored but 
not owned due to a potential competitive transition is a key part of our process, and one of the reasons we believe we have outperformed our peers 
and benchmarks since our inception with less risk.

Several common threads have provided strong evidence of a potential transition over time. Companies facing structural change often increase their 
acquisition activity outside of their core businesses. This is common, rarely works, and is typically dilutive to firm value. Leveraging the balance sheet to 
try and maintain earnings flat or create modest growth through financial engineering is another common reaction. Softer management decisions like 
re-branding to suggest you are something you are not is third. When we begin to detect a potential competitive transition, we begin looking for these 
common threads as well as fact-based data that leads to a logical conclusion that there is likely a transition ahead.

The Energy sector and crude oil

That backdrop brings us to the Energy sector and crude oil related business specifically. As most of our clients know, we went quiet on the Energy sector 
as of 6/30/2017 due to a complete re-review of the sector. That review is complete and based on our analysis we now believe that crude oil and the 
companies that search for it, drill it, make equipment to produce it, and companies that refine it, are all likely facing a multi-year period of competitive 
transition. The summary of our findings follows.

Historical demand consistency for oil is largely driven by road transportation

It is estimated that over 50% of crude oil consumed globally is used for road transportation. Therefore, it makes sense that one of the primary drivers 
of crude oil demand growth has been growth in the global automobile fleet, offset partially by increasing fuel efficiency standards. Automobile units 
sold globally have increased from a roughly 60 million units per year cadence in 2004 to over 90 million units per year in 2016. This has proven to be 
a sizable tailwind to global crude oil demand, which has grown on average 1.5% per year over the last two decades.

Electric vehicles will likely take significant market share from combustion engines

Even though electric vehicles have been around for many years, only recently have they entered the spotlight. Global electric vehicle purchases have 
grown over 500% over the last five years. However, even with that tremendous growth, the absolute number in the global fleet is still relatively small 
today. In the year 2016, electric vehicles represented under 1.0% of global autos purchased and an even smaller percentage of the total global fleet. 
Because of this small percentage, electric vehicles have not had a material effect on crude oil demand growth and therefore have historically been largely 
a non-event to the energy sector’s investment case. However, we believe two things are converging to change that stability. First and most important to 
us, the cost of ownership of an electric vehicle is rapidly approaching parity with combustion engines. Bloomberg analysts and our own internal work 
suggest that by early to mid-2020’s (as early as 4-7 years from today) the price of an electric vehicle will be at parity with a combustion engine vehicle. 
Based on recent trends, we would suggest that parity might just happen even faster. A recent Economist article3 suggests that total cost of ownership 
could actually be cheaper as soon as the next 1-3 years. Further, battery prices have been cut in half since 2012, a trend that is expected to continue, 
and the distance an electric car can travel on a charge has quadrupled since 2013. 
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Combine that with various auto reviews suggesting the performance of electric cars rivals that of the most elite combustion engine vehicles and 
remembering that there are no oil changes nor engine maintenance, and the facts are getting quite interesting. The primary reason for a potential 
acceleration relates to the other item that suggests a major change in the electric vehicle adoption rate – government mandates due to climate issues. 
Almost 80 percent of the global auto market is pushing towards phase-out of petroleum cars and the adoption of electric vehicles (per Bloomberg 
Intelligence, Gadfly calculations4) with China, India, the U.K., France, and Norway among those with a phase out plan. Cities like Paris, Mexico City, 
Athens, and Madrid are saying they will not allow diesel cars in their cities after 2025. According to our research, the countries which have already 
banned or are seriously considering banning the sale of internal combustion engines within their countries with implementation dates between the 
years of 2019 and 2040 alone represent an eye-popping 25% of global crude oil demand. What makes this high percentage of demand even more 
significant is that these announcements have generally come over the last 12 to 18 months, and we believe may only represent the first wave.

Timing

Our readers and clients know quite well that Nuance doesn’t believe in crystal balls. Prior competitive transitions are illustrative. It was anticipated 
there would be a transition in newspapers but was not known when the transition would take hold or financial performance suffer. The same can 
be said regarding the adoption of broadband cable as it took market share from second landline connectivity in the home for internet access at 
telecommunication service companies. We also did not know the speed at which cashless transactions would take hold enough to disrupt the ATM 
manufacturing business. Regarding electric vehicles and their impact on crude oil demand, while the exact dates of implementation may move around 
as time progresses, even partial execution of the aforementioned bans over the next decade could result in flat to negative demand growth globally. 
Additionally, electric vehicle purchase options are set to dramatically expand over the next five years as car manufactures recognize the mandates 
(particularly in China and India) and the preference for electric vehicles over the medium to longer term. It is estimated globally that the number of 
electric vehicles will more than double between 2016 and 2020. So even if a country has not instituted a ban, the likelihood that over the next 10 years 
electric vehicle penetration rates move up in general seems reasonably high. When you combine the potential for government mandated bans with 
internal combustion engines organically losing market share due to consumer shifts based on preference and overall cost of ownership, we believe the 
future looks far from certain for crude oil demand growth.

Recent company behavior is providing evidence

Indeed, they are. Independent oil and gas exploration companies continue to spend capital at well above maintenance levels despite historically low 
returns capital. This is not rational in our view and is a red flag related to a potential transition. Large integrated oil companies are investing in solar 
electricity and other renewable energy sources at an alarming rate. Apparently, they think competing with an electric utility is a good idea. While it 
might be, it is potentially a signal that the future will no longer mirror the past and gives us further conviction to place the crude oil related companies 
on our watch list going forward. Lastly, we are indeed seeing leverage creep up across the entire sector which is never a good sign as these companies 
need financial flexibility to face the potential uncertainty.

There is good news for Nuance clients

We believe classic competitive transitions create opportunities for your team to outperform indexes and benchmarks over time. Frankly, volatility, 
uncertainty, and change create the opportunity for our research and skill to manifest through performance. Clearly benchmarks cannot avoid 
competitive transitions while we can and have for years. Of course, there is never certainty that our avoidance will pay off in the short term or long 
term, but we like our odds. Furthermore, positive opportunities are created from transitions. Offsetting any negative investment implications for crude 
oil-related companies are the winners from a risk reward perspective and what should be solid investment opportunities for your team over time. 
Our focus is clearly not on Tesla, Inc. (TSLA) as there is no history of returns on capital cycles and no way it fits our process regardless of valuation. 
Rather, our focus is on companies that will prosper if the environment stays the same (meaning no adoption of electric vehicles) or if the environment 
does indeed transition as we believe it will. These are the companies we want to focus on for the next decade as the transition occurs. Spaces that 
will benefit and which we have good company exposure (and are adding a few new names) on our Nuance Master List include: electrical equipment 
companies, auto parts manufacturers that have content for both combustion engines and electric vehicles (safety equipment for example), fuse and 
electronic component companies, and semi-conductor and semi-conductor capital equipment companies. We believe leading business franchises across 
all of these spaces will have solid opportunities for our clients going forward and will be natural offsets to our underweight in crude oil related stocks.

Changes to the portfolio due to this research

Two of our 27 stocks were directly impacted based on this research and two were indirectly impacted. Our already underweight position in the Energy 
sector became a bigger underweight as we sold the portfolio’s last two oil-related stocks: Frank’s International N.V. (FI) and Schlumberger LTD (SLB). 
In SLB, we made a modest amount of money for our clients, but FI was clearly a disappointing stock for us as often happens when a favorite company 
gets caught up in a competitive transition. That said, our average cost for most accounts over our entire holding period was approximately $17-$18, and 
our average selling price was above $15-$165. Further, we collected over $1 in dividends for those clients with us for the entire period. Not great clearly 
and quite disappointing in an up market. Both SLB and FI still have many of the traits we like in a Nuance Master List company, except for the potential 
for the crude oil demand competitive transition that swamps the other characteristics that we continue to see in both companies. Indirect exposure also 
resulted in the sale of our position in Genuine Parts Co. (GPC) – our former favorite auto distributor at a modest loss due to its significant exposure to 
engine relates parts as well as increasing competition from Amazon.com, Inc. (AMZN). Lastly, we sold our position in National Fuel Gas Co. (NFG) which 
was a valuation-based decision as our view of the value of their relatively small oil exploration and production business as well as a modest reduction 
in our going forward view of their natural gas pipeline business resulted in what we view as a fully valued stock.
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Please visit our website for more information about our team, our process and value investing. Follow us on LinkedIn and Twitter! You may also receive 
information via traditional mail or email. Call us at 816-743-7080.  Click here for historical Concentrated Value Perspectives.

Thank you for your continued confidence and support.

Scott A. Moore, CFA

Nuance Concentrated Value Composite Perspectives September 2017

Speaking of natural gas...

As of today, your portfolio has zero exposure to direct natural gas and related companies. Historically, our clients will recall that we have been positive 
overall on natural gas and related companies due to market share gains within the electricity production sphere as well as our general positive bent 
towards natural gas distributors. As of this writing, we are void all natural gas and related companies primarily due to valuation. That is particularly the 
case with natural gas distribution companies that are trading at historically high multiples due to the continued chase for yield. That said, the continued 
market share growth of renewable power sources – solar and wind primarily – has us re-reviewing our longer-term thesis regarding the future of this 
fossil fuel as well. That work is on-going, but with valuations at levels that reflect a very solid future, we are quite comfortable with our current weight.

Opportunities as we approach year-end 2017

The last topic for this quarter, and we think the most important topic for this quarterly commentary, is what we are seeing in your portfolio today. As 
we have been indicating, valuations across the market are stretched, and as such, we are focusing on limiting downside as the best way to optimize 
your portfolio’s risk reward. Classic Nuance process ideas, where we see a leading business franchise that is under-earning its mid cycle earnings and 
cash flow levels due to transitory reasons and is thus undervalued and has a positive risk reward versus the market, do exist, but they are rare. Diageo 
PLC (DEO) and Hub Group, Inc. (HUBG) are two examples of one-off positive risk rewards. DEO produces, distills, and markets a variety of alcoholic 
beverages. The company has leading market share positions in whiskeys, vodkas, tequilas, gins and specialty beers. We believe DEO is under-earning 
its normal potential due largely to currency issues and as such is still undervalued by 10-15% even after a period of outperformance. HUBG is a leading 
trucking, intermodal, and transportation logistics company that we believe is under-earning its normal potential due to cyclically low trucking rates 
and intermodal pricing due to low utilization levels. The under-earnings have led to poor stock performance over the recent year, and we view the risk 
reward as attractive. We are also seeing a few select merger arbitrage opportunities which we believe have little downside risk (due to our belief that 
the odds of the deal getting done are very high) and modest upside potential. As such, we believe they have risk rewards that are significantly better 
than the opportunity set today. This is a tool our team has used for years, but until recently we have not needed to pull it out of the toolbox. Example 
of those holdings include Rockwell Collins, Inc. (COL) which we added to the portfolio recently. COL designs and produces electronic communications, 
avionics, and in-flight entertainment systems used by commercial, military, and government customers globally. During the early part of September, COL 
and United Technologies Corp. (UTX) reached an agreement where UTX would acquire COL for $140 in cash and stock ($93.33 per share in cash and 
approximately $46.67 in UTX’s stock, with a collar). After reviewing the potential transaction and after having studied both companies for a very long 
time, we believe the transaction will very likely be approved and that there are minimal financing concerns. Based on the terms of the deal today versus 
the price we paid for COL, we believe the risk reward is better than that of most other market opportunities. We also continue to hold a substantial 
position in C. R. Bard, Inc. (BCR). BCR is a leader in single-use medical supplies with primary indications to support treatments in oncology, urology, 
vascular and general surgery. The company is pending acquisition by Becton, Dickinson and Company (BDX), a leader in medication delivery, in a 70/30 
cash & stock deal. We believe the combined company will have a dominant position in vascular access and medication delivery, and we like the position 
of the combined company’s suite of products. Our investment hinges largely on the ability of the deal to close from a competitive, regulatory, and 
financing perspective, and based on our analysis, we believe the odds are high. Financing is in place, and we believe the acquisition will be completed 
in late 2017. Our estimate of the combined company’s earnings power suggests that the company’s normal earnings power is approximately $11.00 per 
share versus today’s BDX of $9.00-9.50. The under-earnings are a reflection of cost savings from the deal as well as the clear path of debt reduction 
from this above-average return on capital company. With 30 percent of the investment hinging on the combined company BDX stock price, we are using 
the value of the combined entity for that portion of the investment. At 17-18x our normal earnings, we believe there is modest upside potential in the 
BDX stock, but that the risk reward is better than that of most market alternatives. We will collect two to three dividends while we wait on the closing 
as well as shares of BCR (total consideration paid by BDX is $222.93 in cash and 0.5077 shares of BDX per share of BCR). Our clients should expect to 
see more of these if we believe a deal has very high odds of completion from a regulatory perspective and if the acquirer is a stable company with a 
solid financial profile to allow for funding of the deal with minimal issues even if the market corrects or sells-off. BDX recently received conditional EU 
approval for the BCR deal, and we continue to expect closing by year-end.

In summary, while the absolute return potential of your portfolio today is not exactly stellar given the valuation levels of the market set of opportunities, 
we are quite pleased with the risk reward of our portfolio versus the market as a whole. Further, the quality of companies in your portfolio continues 
to be a focus of our team, and our latest energy research work suggests opportunities to beat peers and benchmarks going forward. After all, that is 
our goal each and every day.
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GIPS Disclosures

Gross of 
Fees Return

Net of Fees 
Return

Benchmark 
Return      

(RAV Index)

Benchmark 
Return      

(SPX Index)

Composite 
Dispersion 

(Full Period)

Number of 
Separate 
Accounts      

(End of Period)

Total        
Composite          

Assets             
(End of Period)

Total Firm 
Assets            

(End of Period)

% of 
Non-Fee 
paying 

accounts

3 Year 
Annualized 
Standard 
Deviation 

(Composite Gross)

3 Year 
Annualized 
Standard 
Deviation 
(RAV Index)

YTD 2008
(11/13/08-12/31/08)

4.5 4.5 0.4 (0.5) N/A 7  $9,126,951  $18,657,997 4.6% - -

2009 42.2 41.7 19.8 26.5 1.2 79  $87,342,803  $137,943,058 0.6% - -

2010 18.8 18.1 16.3 15.1 0.3 145  $119,543,453  $181,201,036 0.5% - -

2011  6.9 6.3 (0.1) 2.1 0.5 181  $96,831,359  $152,976,943 1.1% 16.1 21.3

2012  18.4 17.8 17.6 16.0 0.2 259  $154,693,966  $214,936,666 1.0% 13.1 16.0

2013 35.3 34.5 32.7 32.4 0.7 411  $418,085,862  $507,569,897 0.4% 12.2 13.1

2014 8.9 8.1 12.7 13.7 0.2 581  $886,246,169  $1,071,186,382 0.2% 10.4 9.5

2015 (1.3) (2.0) (4.1) 1.4 0.2 607  $715,577,980  $913,545,839 0.1% 11.4 10.9

2016 20.5 19.7 18.4 12.0 0.1 694 $937,752,729 $1,466,221,847 0.1% 11.1 11.1

YTD 2017 
(9/30/2017)

7.8 7.2 7.7 14.2 N/A 729 $1,014,420,259 $1,738,132,527 0.1% 10.1 10.5

Compliance Statement 
Nuance claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS® standards. Nuance has been independently verified for 
the periods 11/03/08 – 03/31/2017 by Absolute Performance Verification. The verification reports are available upon request. 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. Verification does not ensure 
the accuracy of any specific composite presentation. Nuance is an investment adviser registered with the Securities and Exchange Commission. The firm maintains a complete list and description of composites, which is 
available upon request. Results are based on fully discretionary separate accounts under management, including those accounts no longer with the firm. The U.S. Dollar is the currency used to express performance returns 
and assets. Performance results are presented both net and gross of management fees and include the reinvestment of income. Both gross and net of fee returns are reduced by trading expenses. Net of fee returns 
are reduced by Actual investment advisory fees and other expenses that may be incurred in the management of the account. The firm does not currently assess any Performace Based Fees. From the inception of each 
composite until 12/31/10, Time Weighted Return was compounded on a monthly basis. Beginning 01/01/11 through present, Time Weighted Return was compounded on a daily basis.

Dispersion is calculated from gross of fee returns using an asset-weighted standard deviation methodology. Only those accounts included for the full calculation period are part of the dispersion calculation. The 3-year 
Ex-post annualized standard deviation value is calculated using 36 consecutive monthly gross of fee returns to the end calculation period. Nuance has adopted the following Significant Cash Flow Policy. An account will 
be removed from a composite if a client has given specific instructions that prevent full investment of the cash flow(s) in a timely manner (defined as 5 business days or greater), or if a single cash flow is equal or greater 
than 10 percent of the total account value based on the beginning of month market value. If these circumstances exist, the account will be removed from the composite and added back to the composite on the first day 
of the following month.

Our Core offerings are the Nuance Mid Cap Value Strategy, the Nuance Concentrated Value Strategy and the Nuance Concentrated Value Long-Short Strategy. More information regarding Composite descriptions and policies 
for valuing portfolios, calculating performance, and preparing compliant presentations are available upon request by contacting client.services@nuanceinvestments.com or 816-743-7080. 

Important Disclosures

Nuance Investments, LLC (the “Firm”) is a Registered Investment Advisor. The Firm’s Nuance Concentrated Value Composite (the “Composite”) is a composite of actual accounts invested in the Nuance Concentrated 
Value investment strategy. The inception date for the Composite is 11/13/2008. The Composite includes all accounts that have invested in the strategy; including accounts no longer managed by the Firm and are 
presented in US Dollars. The Primary Benchmark for the Composite is the Russell 3000 Value Index. The Russell 3000 Value Index measures the performance of the broad value segment of the U.S. equity universe. It 
includes those Russell 3000 companies with lower price-to-book ratios and lower forecasted growth values. The Secondary Benchmark for the Composite is the S&P 500 Index TR. The S&P 500 Index TR is a market-value 
weighted index representing the performance of 500 widely held publicly traded large-capitalization stocks. Individuals cannot invest directly in any index. These indices are used for comparison purposes only and are not 
meant to be indicative of a portfolio’s performance, asset composition, or volatility. The performance of the Composite may differ markedly from that of compared indices due to varying degrees of diversification and/or 
other facts. Return calculations for the Composite are provided by Clearwater Analytics. Return calculations for all indices are provided by Bloomberg. A full schedule of fees for all Firm products is available upon request. 
The collection of fees has a compounding effect on the total rate of return net of investment management fees.  Net of fee performance is presented after all actual investment management fees and trading expenses.

All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed. The information contained herein should not be construed as personalized investment advice 
and should not be considered as a solicitation to buy or sell any security or engage in a particular investment strategy. Investing involves risk, including the possible loss of principal. Nuance Investments, LLC is majority 
owned by Montage Investments, LLC. Prior to September 1, 2010 Nuance operated under the name Mariner Value Strategies, LLC.

(1) Risk-Adjusted Return (Sharpe Ratio), Standard Deviation and return calculations for the Composite and indices provided by Zephyr Style Advisor. The Composite has been compared to various peer groups defined 
by investment style. The Composite is an all market capitalization value investment style. The Morningstar Large Value Peer Group, Mid Cap Value Group and the Lipper Multi-Cap Value Funds Peer Group have been 
presented as investment strategies with similar investment styles. For peer group comparisons all Returns, Standard Deviation and Sharpe Ratio calculations, including those of the Composite were calculated by Zephyr 
Style Advisor based upon strategies with monthly return data from December 2008 to 9/30/2017. Zephyr reports on month end returns only. For the purposes of peer group comparisons Since Inception returns are 
shown beginning 11/30/2008. The Sharpe Ratio is a calculation of a product’s risk-adjusted performance over time. The Ratio is calculated by taking a product’s annualized excess return over a risk-free rate (The Firm 
uses the Citigroup 3-Month Treasury Bill as the risk-free rate) and dividing by its annualized standard deviation calculated using monthly returns.

(2) Index statistics are provided by Russell. Characteristics calculations use holdings at market close on the stated date, including cash & cash equivalents. The following Composite characteristics are calculated using 
Bloomberg: Median Market Cap (midpoint of market capitalization of the stocks in the portfolio), Dividend Yield (annual dividends relative to share price), Return on Equity (net income divided by shareholder equity), 
Return on Assets (net income divided by average total assets). The P/E Statistics are a Nuance internal calculation. The dollar-weighted harmonic mean of individual company P/E ratios is used. This approach first 
considers holdings’ E/P, which are then summed on a dollar-weighted basis across the entire portfolio to achieve a portfolio E/P ratio. Finally, the inverse of this ratio is taken to arrive at the Portfolio P/E ratio. Active 
share, as calculated by Morningstar Direct, is a statistic the measures a strategy’s holdings relative to the holdings of the appropriate benchmark. Standard deviation is a measure of volatility showing the average 
deviations of a return series from its mean. The upside capture ratio is an indication of a manager’s ability to match returns in periods of market strength, while the downside capture ratio measures a manager’s ability to 
curtail losses in periods of index weakness. Results are gross of fees for the period since inception through present. Both upside/downside ratios and standard deviation are calculated using Style Advisor.

(3) https://twitter.com/TheEconomist/status/921647667125645312

(4) https://www.bloomberg.com/gadfly/articles/2017-09-11/electric-cars-reach-a-tipping-point

(5) Based on an average price in a representative account. Prices may vary across individual portfolios.

Portfolio holdings and sector allocations are subjected to change and are not a recommendation to buy or sell any security. As of 9/30/2017 portfolio weights of names discussed are as follows: Rockwell Collins (COL) 
3.98%, M&T Bank Corp (MTB) 2.13%, C.R. Bard (BCR) 9.36%, Diageo PLC (DEO) 5.96%, Franks Intl NV (FI) 1.15%, Natl Fuel Gas Co. (NFG) 0.95%, Schlumberger LTD (SLB) 0.00%, Hub Group Inc (HUBG) 3.98%, 
Cerner Corp (CERN) 0.00%, Compass Minerals Intl (CMP) 0.00%, Genuine Parts Company (GPC) 0.00%, H.B. Fuller Corp (FUL) 0.00%, VCA, Inc (WOOF) 0.00%.

Past Performance is not a guarantee of future results. Any investment contains risk including the risk of total loss. There is no guarantee that an investment with the strategy will meet its investment objectives. Please 
request a copy of the Firm’s Full General Disclosures for more information. 


