Question & Answer – ASTON/River Road Dividend All Cap Value Fund II (ADVTX, ADIVX)
Q: As the subadviser of the Fund, could you give us a brief
overview of River Road Asset Management, LLC?
A: River Road Asset Management, LLC is an institutional
investment management firm founded in April 2005 by
James C. Shircliff, CFA (CIO), R. Andrew Beck (President
& CEO, Senior Portfolio Manager), and Henry W. Sanders, III, CFA, (EVP, Senior Portfolio Manager). River Road
was formed based upon an Absolute Value investment discipline, a distinct portfolio management approach that
incorporates what we believe to be the most proven and
enduring principles of value investing, with a specific
avoidance of the pitfalls associated with the more common ‘Deep Value’ and ‘Relative Value’ investment styles.
On February 24, 2010, River Road became a wholly owned
subsidiary of Aviva Investors North America Holdings, Inc.
and is part of the North American region of Aviva Investors, the global asset management unit of Aviva plc. River
Road continues to operate as an independent affiliate.
With nearly $7 billion in assets, Louisville, Kentucky-based
River Road provides institutional separate account and investment sub-advisory services to a broad range of domestic
and international clients.
Q: What is River Road’s Investment philosophy?
A: River Road’s investment philosophy is based upon the
Absolute Value approach initially developed by company cofounder James C. Shircliff, CFA. The objective of Absolute Value investing is to provide attractive, sustainable, low volatility
returns over the long-term. At River Road, we believe integral
to this objective is an emphasis on positive return consistency and, correspondingly, minimizing downside portfolio risk.
River Road’s Dividend All Cap Value Strategies seek to maximize investment returns by focusing on companies with high
and growing dividend yields (a strategy that has historically
produced returns greater than the overall market with lower
risk). Small and mid cap stocks offer a broad universe of
dividend paying stocks that may often be overlooked by income focused investors. Strict application of our investment
process helps identify and capture these opportunities.
Q: Could you tell us about the portfolio managers?
A: Henry W. Sanders III, CFA, serves as Executive Vice President and Lead Portfolio Manager for River Road’s Dividend
All Cap Value Portfolios. Prior to co-founding River Road, Mr.
Sanders served as Senior Vice President and Portfolio Manager for Commonwealth Trust Company (Commonwealth SMC).
Additionally, Mr. Sanders served as President of Bridges
Capital Management and Vice President of PRIMCO Capital
Management. He has also served as an adjunct professor of

Finance and Economics at Bellarmine University. Mr. Sanders holds a B.A. in Business Administration from Bellarmine
University and an M.B.A. from Boston College. He earned the
Chartered Financial Analyst designation in 1992, is a member of the CFA Institute, and is a member and past president
of the CFA Society of Louisville.
Thomas S. Forsha, CFA, serves as Vice President and CoPortfolio Manager for River Road’s Dividend All-Cap Portfolios. Prior to joining River Road, Mr. Forsha served as Equity
Analyst and Portfolio Manager for ABN AMRO Asset Management, USA, where he was responsible for management of the
North American equity allocation of the firm’s Global High
Income Equity Fund. Mr. Forsha earned a B.S. in Finance
from The Ohio State University’s Fisher College of Business
and an M.B.A. from The University of Chicago Booth School
of Business. He holds the Chartered Financial Analyst designation and is a member of the CFA Institute and the CFA
Society of Louisville.
James C. Shircliff, CFA, serves in the role of Chief Investment
Officer for River Road. Additionally, Mr. Shircliff serves as
Lead Portfolio Manager for River Road’s Small Cap Value and
Small-Mid Cap Value Portfolios and as Co-Portfolio Manager
for River Road’s Dividend All Cap Value Portfolios. Prior to
co-founding River Road, Mr. Shircliff served as EVP, Portfolio
Manager and Director of Research for SMC Capital, Inc., a
registered investment advisor and affiliate of Commonwealth
Trust Company (Commonwealth SMC). Mr. Shircliff has 38
years of investment management experience. He started his
career in 1973 as Research Analyst for First Kentucky Trust,
where he later served as Director of Research. In 1983, he
joined Oppenheimer Management Company as Special Situations Analyst and, later, Portfolio Manager for Oppenheimer’s
Target Fund. In 1986, Mr. Shircliff joined Southeastern Asset
Management (Longleaf Funds) as Partner, Portfolio Manager
and Director of Research. In 1997, he joined SMC Capital,
Inc., where he launched River Road’s Small Cap Value and
Dividend All-Cap Value Portfolios. Mr. Shircliff graduated
from the University of Louisville with a B.S. in Finance. He
earned the Chartered Financial Analyst designation in 1978
and is a member of the CFA Institute and the CFA Society of
Louisville.
Q: Could you provide the history behind the Dividend All Cap
Value Strategies?
A: River Road’s Dividend All Cap Value (DAV) Strategy
was launched at SMC Capital, Inc. on October 1, 2003
by Mr. Henry W. Sanders III, CFA and Mr. James C. Shircliff,
CFA, the principal architects of the Strategy. Mr. Sanders
and Mr. Shircliff encountered growing investor demand for
alternative sources of income due to the low yield of tradi-

Investment Professional Use Only

1

tional income-oriented investments (CDs, bonds, savings accounts) at the time. Through work on the firm’s Small Cap
Value Strategy, the team discovered an attractive universe
of dividend-paying stocks in the small and mid cap space.
The DAV Strategy was designed to utilize this opportunity.
Thomas S. Forsha, CFA joined the DAV team in 2005 and
was named Co-Portfolio Manager on the Strategy in 2007.
River Road’s Dividend All Cap Value II (DAV II) Strategy was
created in response to demand from large institutions for dividend-focused strategies. The firm’s existing DAV Strategy’s
$2 billion capacity constraint reduced River Road’s ability
to meet the liquidity needs of this group. As a result, the
firm launched DAV II, a solution with the capacity for large
institutions and sub-advisory engagements, while performing
consistently with and maintaining the attractive characteristics of the original DAV Strategy.
Q: Discuss the key differences between the DAV and DAV II Fund?
A: River Road’s DAV II Strategy employs the same bottomup, fundamentally driven investment process as the firm’s
flagship dividend-focused strategy, DAV. The Strategies seek
to invest in financially strong, well-managed companies with
high and growing dividends selling at a meaningful discount
to Absolute Value to achieve attractive long-term, risk-adjusted returns. Key distinctions between the two solutions
include:
DAV
(ARDEX, ARIDX)

DAV II
(ADVTX, ADIVX)

Fund Inception Date

June 28,
2005

June 27,
2012

Target Investment Universe

> $300 MM
market cap1

> $1 B
market cap2

# of Holdings in Universe

8173

6173

Target # of Holdings

60 to 80

50 to 75

Target Capacity

$2.0 B

$5.5 B

1. $300 million minimum market cap approximates $500,000 minimum
average daily trading volume. 2. $1 billion minimum market cap approximates $4.5 million minimum average daily trading volume. 3. Minimum
2% yield. Source: River Road Asset Management, LLC; FactSet Research
Systems Inc.; and The Bank of New York Mellon Corp.

Q. Will DAV II hold securities that are not owned in DAV?
A. No. Any security purchased for DAV will simultaneously
be purchased for DAV II, assuming it meets the higher market
cap requirement. There will be nothing in DAV II that is not
in DAV. The size of each holding will be prorated up to compensate for the smaller number of holdings.
Q. How much overlap is there between DAV and DAV II?
A. DAV II will hold 100% of the securities in DAV. We would

anticipate 10%-20% of the securities in DAV would be too
small to purchase in DAV II. The historical range of DAV fund
market cap below $1 billion has been between 5-30%.
Q. Will the dividend yield be different than DAV?
A. Yes, we do expect the dividend yields between the two
Funds to be a bit different – in most instances it should be a
bit lower on DAV II.
Q: Describe the investment process.
A: The Strategy’s investment process is based on River Road’s
Absolute Value philosophy. Please see below for details:
Idea Generation: Initial security screening begins with a universe of approximately 600 stocks. Following simple screens
that generate ideas for further analysis (FactSet) and a systematic review of the high-dividend universe (Value Line),
about 200 to 300 of these stocks make it into our working
universe.
Security Analysis: River Road’s portfolios are built from the
bottom up, making security-specific research central to our
process. The Dividend All Cap Value II Strategy focuses
on identifying the most attractive companies that meet the
Strategy’s six critical characteristics.
• High and growing dividend: stable pay-out ratio and yield ≥ 2%
• Financial strength: free cash flow, attractive balance sheet
• Priced at a discount to our assessment of Absolute Value
(AV): target discount ≥ 15% to AV
• Attractive business model: sustainable, predictable, understandable
• Shareholder-oriented management: insider ownership, accretive actions, dividend raises/initiations
• Undiscovered or underfollowed by Wall Street or misunderstood by investors
Portfolio Construction: The DAV II Portfolio targets 50 to 75
holdings, with the actual number of holdings dependent upon
market conditions. The stocks purchased are those that best
meet our selection criteria and offer what we believe have the
greatest potential for income and capital appreciation.
The decision-making process is dynamic and team-based.
While the lead portfolio manager has controlling authority,
typically decisions are made by a consensus of the portfolio
managers.
Q: Explain your sell discipline.
A: Our sell discipline is based on the philosophy that the key
difference between a winning strategy and a losing strategy is
that winners make small mistakes and losers make big ones.
Thus, our sell discipline is designed to keep the inevitable in-
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dividual mistakes from causing large, permanent loss of capital in the broader portfolio. Perhaps the most distinguishing
characteristic of our sell discipline is that we do not average
down on losing positions.
There are three circumstances in which the management team
will sell a holding:
1. Investment Becomes Overvalued. The management team will
sell a holding when it achieves the price target or becomes too
large in the Portfolio (exceeding 6% of the Portfolio’s assets).
2. Failure to Execute. The management team will sell a stock if
its fundamentals turn negative and/or if warning signs emerge
within the industry. A sell decision may be made if the dividend is cut or becomes threatened, as evidenced by a rising
pay-out ratio, an eroding balance sheet, etc.

Q: What is your competitive advantage?
A: We believe our experience provides an advantage over
peers in the all cap space as we leverage our experience in
evaluating small cap companies that have little to no Wall
Street coverage. The DAV II Portfolio is a proactive all cap
strategy that will move between large, mid, and small cap
stocks as opportunities are identified.
Additionally, this Portfolio seeks to provide a high and growing income stream as numerous studies have shown that the
stocks of companies that pay and grow dividends have delivered higher returns (over the long-term) with lower risk than
non-dividend payers.
The DAV II Strategy’s investment process yields a diversified
opportunity set that seeks to provide the:

3. Losses Develop. The management team seeks to control total unrealized losses in the Portfolio by adhering to a policy of
not averaging down on losing positions and of trimming declining stocks before they adversely impact the Portfolio’s overall
performance.

• Liquidity of large cap stocks
• High alpha potential of small and mid cap stocks
• High yield opportunities available outside of traditional
common shares

Q: Discuss any risk guidelines.
A: By building portfolios one company at a time we can focus on minimizing the risk to the portfolio by both focusing
on predictable, sustainable business models and investing in
these companies when they are selling at a discount to their
Absolute Value. We believe this can help us to provide significant downside protection.

We believe that River Road’s core Absolute Value philosophy
and investment process, coupled with a diversified dividend
focus, can deliver consistent long-term performance throughout various market cycles.

With the Dividend All Cap Value Strategies we recognize that
certain holdings or sectors will occasionally move as a group in
response to external forces. We therefore work to limit our exposure to unforeseen events such as a sudden shock in interest rates or unexpected volatility in commodity markets, such
as oil and gas. As a guideline, River Road as a firm does not
routinely hold more than 15% of the shares outstanding of any
company. Strategy specific working guidelines include1:
DAV II
Target # of Holdings

50 to 75

Max. Position Size

6%

Max. Cash Weighting2

5%

Min. Average Trading Volume

$4.5 MM / day

Max. Sector Weighting3

30%

Max. Foreign Security Allocation

4

20%

1. Internal Risk Management Guidelines are working policies and, as such,
subject to change without notification. 2. Cash is typically limited to less than
5% of total assets, although exceptions may occur in the short-term. 3. As defined by GICS; Financials sector excludes REITs. 4. As defined by River Road
Asset Management. The Portfolio may invest in shares of foreign companies
as long as they trade on a North American exchange, usually as ADRs.

------------------------------------------------------------------------------DISCLOSURE - The information contained in this article is
provided by River Road Asset Management, LLC, one of the
Subadvisers utilized by Aston Asset Management, LP. River
Road is not an affiliate of Aston Asset Management, LP and
their views do not necessarily reflect those of Aston.
Parameters set by the Subadviser are not a fundamental policy
of the Fund and are subject to change at any time.
Note: Small- and mid-cap stocks are considered riskier than
large-cap stocks due to greater potential volatility less liquidity. Value investing involves buying stocks that are out of favor
and/or undervalued that may decline further.
Past performance is no guarantee of future results.

Before investing carefully consider the fund’s investment
objectives, risks, charges and expenses. Contact 800992-8151 for a prospectus or a summary prospectus
containing this and other information. Read it carefully.
Aston Funds are distributed by Foreside Funds Distributors LLC.
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