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Dear Investors: 

The Blue Current Global Dividend Strategy returned +6.80% (net) during the fourth quarter of 2021, 

improving full-year 2021 performance to +18.82%. For comparison, the primary benchmark (MSCI World 

High Dividend Yield Index) returned 7.01% during the fourth quarter and +15.83% for the full-year. We remind 

investors that our strategy is not managed to any specific equity index, instead, we focus on identifying 

companies that may pay a stable and increasing dividend and potentially generate an attractive total return 

for our investors.  

 

 

Performance data quoted represents past performance; past performance does not guarantee 

future results. The investment return and principal value of an investment will fluctuate so that an 

investor’s shares, when redeemed, may be worth more or less than their original cost. Current 

performance of the Fund may be lower or higher than the performance quoted. The fund imposes 

a 2% redemption fee on shares held within 7 days after purchase. Performance data does reflect 

the redemption fee which, if reflected would reduce the performance quoted. Performance data 

current to the most recent month‐end is available at 1‐800‐514‐3583. 

 

The advisor has entered into a contractual expense limitation agreement with the Fund that calls 

for the Advisor to reduce management fees and reimburse other expenses of the Fund, if 

necessary, to maintain Total Annual Fund Operating Expenses at 0.99% for Institutional Class 

Shares per annum. This agreement is in effect until April 30, 2023.  

 

THE OLD ECONOMY 

Investor preference is undergoing a shift that is pronounced in both magnitude and speed with capital 

being allocated away from what has worked in favor of what has not. Will 2022 be the year that investors 

fancy blue-collar over white-collar and patina over shiny and new? It is too early to know how the year will 

unfold, but Exxon has been outperforming Microsoft since late September and that outperformance 

continues into 2022. Microsoft is at least putting up a fight, while the rest of the technology sector, 

especially lower quality technology, is already on the stretcher and headed out the back door. The outcome 
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should not be surprising as the Fed has been deflating speculative bubbles ever since I can remember by 

tightening liquidity when things are too good to be true, squeezing dollars out of pockets that are thinner 

than realized. Ironically, it is the same Fed that floats dollars to investors when times are tough. It’s the 

same cycle over and over. The duration and magnitude may always be different, but the outcome is always 

the same. We don’t pretend to know how long the current rotation away from speculative investments will 

last, but history suggests that the prior winners are not coming back soon, and the next chapter will look 

different from the prior. 

This also will be the year that reminds investors of the importance of diversification to portfolio construction. 

Year by year, US investors have continually increased exposure to US equities over international, and 

specifically US growth equities at the expense of value. If investors favor the old economy in 2022, it is 

hard not to like Europe and international developed equities in this environment. Our argument for Europe 

is not simply valuation-based (investors have been wise to avoid that siren call in the past) but is 

predicated on a more dovish central bank relative to the US, its heavier exposure to old economy 

businesses (what is more “old world” than Europe?) and an overall improving environment for economic 

growth. While the US is worried about higher rates choking consumer spending and growth, European 

banks, one of the largest sector weights across international indexes, have been yearning for higher 

interest rates for 10 years. For good reason, European banks have been valued by investors at well under 

book value, but this leaves tremendous future upside should interest rates remain above the zero-bound. 

Given our views, you would not be surprised to know that we have added several European positions to 

the portfolio, and we hold our highest weight to non-US equities in at least four years.  

BLUE CURRENT PHILOSOPHY AND OBJECTIVES 

The Blue Current investment team utilizes its expertise in growing cash flow to invest in what we believe is 

a niche universe of high-quality, dividend-paying companies with sustainable business models and dividend 

policies. The primary objective of the fund is to seek current income and capital appreciation.  

The portfolio is concentrated and invests in 25 to 50 companies across developed markets that meet our 

stringent quality requirements. We focus on companies that we believe have a strong history of rewarding 

shareholders and have the financial ability to continue to increase the dividend over time. We also focus on 

the future earnings potential of each company and strive to purchase those businesses when they are trading 

at a discount to their true value. 

PORTFOLIO COMMENTARY 

The top-performing position in the portfolio during the fourth quarter was Qualcomm (+42%). Qualcomm’s 

stock price experienced a roller-coaster ride during the quarter as investors fretted over the company’s 

relationship with Apple, supply chains, and the near-term outlook for semiconductors. We added to our 

position shortly before the company reported calendar third quarter earnings; it proved to be a strong 

quarter sending the stock price up almost 50% from its recent lows. Another semiconductor holding, 

Broadcom, was also a strong performer (+38%) and benefited from the lifting of macro-related headwinds 

during the quarter. Union Pacific (+29%), Crown Castle (+21%), and CME Group (+20%) complete the top-

five strongest performers. The top five negative performers during the quarter were Volkswagen (-19%), 

Philips Healthcare (-17%), Medtronic (-17%), Danone (-9%), and Kinder Morgan (-4%). We realized a 

taxable loss in Volkswagen for our investors in December but have since reinitiated the position in January.  
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We added two new positions during the quarter: TotalEnergies (Total) and Honeywell. We believe Total 

complements our longstanding position in BP. If Brent Oil prices stay above the $70 level, we expect that 

Total can return up to 25% of its market capitalization to shareholders in the form of buybacks and rising 

dividends – the number is even higher for BP. At our entry price, Total has an attractive valuation with a 

free cash flow yield in the mid-teens. Total is also not being dogmatic about the green future in front of it 

and is heavily investing in renewables – the company is expected to spend more than 20% of its capital 

expenditures on renewables over the next few years. This is one of the strongest commitments in the 

integrated oil universe. 

Honeywell is a broad industrial conglomerate that provides exposures to numerous themes that we believe 

have long-duration secular tailwinds. These themes include building efficiency and automation, energy 

harvesting (both crude and alternatives), and the growth of aerospace post pandemic. Many of the 

company’s underlying industries are still in recovery mode and should be for the next 12-18 months. The 

stock experienced a moderate sell-off during the fourth quarter, enabling us to initiate a position. 

As our long-term track record suggests, we are very mindful of tax efficiency, and accordingly, we actively 

harvested losses across three positions during the quarter to offset previously realized capital gains. We 

have since re-entered two of the three positions, both of which have been solid performers in 2022. In 

addition, we trimmed several positions during the quarter to rebalance the portfolio’s biggest winners back 

to model weights. The rebalancing activity during the quarter was extensive, much more than in recent 

years, as we have tended to let the winners run. With valuations at stretched levels for many companies, 

we thought it was the right time. We fully exited our position in Vivendi after the successful realization of our 

catalyst – the spin-off of Universal Music. Investors should have received a significant dividend distribution 

from Vivendi late in the quarter.    

Top 5 Contributors (Security / Contribution)* 

• Qualcomm: +122bps 

• Broadcom: +102bps 

• Microsoft: +87bps 

• Union Pacific: +73bps  

• Nextera Energy: +38bps 
 

Bottom 5 Contributors 

• Medtronic: -59bps 

• Philips Healthcare: -36bps 

• Volkswagen: -31bps 

• Danone: -23bps 

• AstraZeneca: -10bps 

 
*Please contact Blue Current to obtain the calculation’s methodology and a list of all holdings contributions to the overall 

performance during the period.   
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INVESTMENT OUTLOOK 

Guessing from its start, 2022 is going to be a very different year than 2021, and we expect the volatility to 

continue presenting a challenging backdrop. Investors simply do not know how to handicap the Federal 

Reserve’s approach to quantitative tightening, and based on the press conference on January 26, the tea 

leaves will remain difficult to read. In his support, Mr. Powell knows that slamming the liquidity brakes has 

more dire consequences than letting inflation run hot for longer. It’s a gamble, but one that he hopes to win 

by playing the long game. 

His approach is methodical - send the proper signals, allowing financial markets to naturally reprice, 

terminate monthly bond purchases, and last, layer in 25bps rate hikes to further elevate short and 

intermediate interest rates. Our guess would be we can expect two to three rate hikes in 2022, but they will 

fall short of the five increases building into consensus. Through difficult comparisons and the broad 

removal of government stimulus, economic growth in 2022 is going to be slower, putting downward 

pressure on inflation – not to mention that supply-side shocks should also be fewer. Investors are also not 

appreciating the other side of the equation. A 10% to 20% correction in equities is naturally removing 

liquidity from the market by diluting investors’ perception of their net worth. Technology, including crypto, 

has generated significant wealth over the past two years, and we would guess that those investors are 

feeling less optimistic about their wallets in 2022.  

Asset price deflation combined with tightening monetary policy (albeit less than what some investors 

desire) will create some downward price pressure in 2022 – perhaps providing the Fed enough cover to 

avoid a full-on war against the Consumer Price Index figures. Thank you for your interest in Blue Current. 

For more information on our strategy, please visit www.bluecurrentfunds.com. 

Sincerely,  

       
Henry “Harry” M. T. Jones     Dennis Sabo, CFA 

Co-Portfolio Manager      Co-Portfolio Manager 

Blue Current Global Dividend      Blue Current Global Dividend  

 

 
Disclosure and Risk Summary 

The Letter to Shareholders seeks to describe some of the current opinions and views of the financial markets of Edge 

Capital Group (the “Adviser”).  Although the Adviser believes it has a reasonable basis for any opinions or views 

expressed, actual results may differ, sometimes significantly so, from those expected or expressed.  The securities held 

by the Fund that are discussed in the Letter to Shareholders were held during the period covered by this Report.  They 

do not comprise the entire investment portfolio of the Fund, may be sold at any time and may no longer be held by the 

Fund.  The opinions of the Adviser with respect to those securities may change at any time. 

 

http://www.bluecurrentfunds.com/
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The opinions expressed herein are those of the Adviser, and the report is not meant as legal, tax, or financial advice. 

You should consult your own professional advisors as to the legal, tax, financial, or other matters relevant to the 

suitability of investing.  The external data presented in this report have been obtained from independent sources (as 

noted) and are believed to be accurate, but no independent verification has been made and accuracy is not guaranteed.  

The information contained in this report is not intended to address the needs of any particular investor. 

 

Mutual fund investing involves risk. Principal loss is possible. Index returns reflect the 

reinvestment of dividends. An investor should consider the investment objectives, risks, 

charges and expenses of the Fund carefully before investing. The Fund’s prospectus 

contains this and other important information. To obtain a copy of the Fund’s prospectus 

please visit our website at www.bluecurrentfunds.com or call 1-800-514-3583 and a copy 

will be sent to you free of charge. Please read the prospectus carefully before you invest. 

The Blue Current Global Dividend Fund is distributed by Ultimus Fund Distributors, LLC. 

 
 

Investment in the Fund is subject to investment risks, including, without limitation, market risk, management style 

risk, investment style risk, large cap risk, mid cap risk, small cap risk, foreign security risk, ETF risk, and new fund 

risk. For more information about the Fund, including the Fund’s objectives, charges, expenses and risks (including 

more information about the risks listed above), please read the prospectus. The MSCI World Index Net is a free float‐

adjusted market capitalization weighted index that is designed to measure the equity market performance of 

developed markets. You cannot invest directly in the index. 

 

As of 12-31-2021, the holding percentages of the stocks mentioned in this commentary are as follows: MSFT 

(3.54%), PHG (2.20%), QCOM (3.75%), AVGO (2.97%), UNP (2.53%), NEE (2.26%), MDT (3.18%), VWAPY (0%), 

BN FP (2.91%), AZN (3.22%), TTE FP (1.45%), BP (2.62%), CCI (2.72%), CME (1.999%), KMI (1.86%), VIV (0%), 

HON (1.99%). 
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