ASTON/River Road Independent Value Fund (N: ARIVX) (I: ARVIX)
Fund Quarterly Commentary
1st Quarter 2013
Portfolio Review
The Fund significantly underperformed its Russell 2000 Value Index during the first quarter of 2013. High cash levels, which
averaged 56% during the period, contributed to the poor relative performance. The equity holdings within the portfolio also lagged
the benchmark.
Pan American Silver, AuRico Gold, and Contango Oil & Gas were among the biggest detractors to performance, each posting
negative returns for the quarter. Mining companies Pan American and AuRico both declined meaningfully as the broader mining
industry remained under pressure. Pan American announced production and cash cost results that were in-line with expectations but
a 7% decline in silver prices during the period weighed on the company’s shares. AuRico announced growth in reserves, a much
improved balance sheet, and an unchanged production forecast, but suffered along with other gold mining shares. The company’s
strong balance sheet has more cash than debt, and its stock trades at a discount to tangible book value. Although we expect volatility
to continue in the mining sector, the portfolio continued to hold Pan American and added to the position in AuRico throughout the
quarter.
Independent natural gas and oil company Contango performed poorly, announcing disappointing operating results mainly due to
lower natural gas prices and expenses associated with two dry wells. We expect results to improve this quarter due to higher natural
gas prices and lower exploration expenses. Contango continued to trade at a discount to our valuation, and we maintained the
position in the portfolio.
FLIR Systems Boost
The largest positive contributor to performance during the quarter was FLIR Systems. The company is the leading provider of infrared
technology, servicing both commercial and government markets. The company’s products detect infrared radiation and convert it into
a video signal. Despite announcing a decline in 2012 revenue and earnings, the company forecasted higher revenues and earnings
per share in 2013. As business trends improved, the stock responded favorably and approached our calculated valuation. We
reduced the position due to the smaller discount-to-value.
Other notable contributors included Owens & Minor and Harris Teeter Supermarkets. Owen and Minor is the leading distributor of
consumable medical and surgical supplies to acute-care facilities. While the firm is experiencing margin headwinds from hospital
consolidation and group purchasing organization contract renewals, management successfully offset gross margin pressure by
reducing overhead and rationalizing suppliers. We believe the firm’s consistent operating results and dividend yield add to its
attractiveness, but reduced the Fund’s position after the stock reached our estimated fair value.
An increasingly promotional environment pressured gross margins during grocery chain Harris Teeter’s most recent quarter.
Management, however, was successful in maintaining positive same-store sales through its pricing strategies. In February, the stock
responded favorably to the firm’s announcement that two private equity companies had approached it expressing interest in
purchasing the chain. There has since been speculation that several large national grocers have potentially entered the negotiations.
We trimmed the position in the stock as its price reached our calculated valuation.

Portfolio Positioning
Cash levels increased from 51% at the beginning of the quarter to 57% by the end of March. Cash levels remain high as we
continued to have difficulty finding a sufficient number of attractively priced small-cap stocks. The average valuation metrics of our
potential buy list remained expensive as of quarter-end.
The largest new position added during the quarter was previously mentioned AuRico Gold.
The firm has two mines in production in the favorable mining jurisdictions of Canada and Mexico. It has also shifted from a frequent
acquisitions and divestitures strategy toward optimizing the production and value of its current mining assets. Management views
opportunities at its existing mines as more attractive than external opportunities.
Recent divestitures and an improving free cash flow profile enabled AuRico to strengthen its balance sheet, which ended the quarter
with $150 million in net cash. With its new focus on increasing production at developed mines, the company is not expected to make
acquisitions or need additional capital. Thus, we anticipate the company will continue to focus on free cash flow generation and the
return of capital to shareholders. It announced its first quarterly dividend during the period.
Although mining is inherently a volatile business with clear operating risks, we believe we have taken these risks into consideration
by using an above average discount rate in our free cash flow valuation calculation. Furthermore, we are comforted by AuRico’s
strong balance sheet, return on internal capital focus, and determination to enhance shareholder returns with its growth in production
and free cash flow.
Including the Fund’s position in Pan American Silver, the portfolio had a 6.4% weight in precious metal mining companies at quarterend. With the mining sector down 20% year-to-date and 30% during the past year, we believe there is value in this out of favor
industry. When analyzing mining companies, we focus on those that possess both strong balance sheets and developed mines that
generate free cash flow. Because of these traits, we believe we can be patient with both positions and wait for the value of their
underlying assets to be realized.
Outlook
The operating environment for the majority of the small-cap businesses we follow did not meaningfully change during the quarter.
Profits continue to be healthy with moderating year-over-year growth rates. Housing and auto related businesses continued to
improve, though operating results of consumer-related businesses remain inconsistent overall. Domestic risks linger, such as rising
gas prices, U.S. budget uncertainty, and higher taxes. Growing concerns surrounding the government sequestration affected defense
spending. Volumes were mixed across the Transportation industry, with most companies reporting low single-digit growth. Several
businesses claimed, without clear or consistent reasoning, that they expect improved results in the second half of 2013. The majority
of management commentary was little changed from the previous quarter, and most companies expect 2013 to be similar to 2012.
In our recent quarterly commentaries, we have discussed the corporate profit cycle, its sustainability, and the natural cyclicality of
individual businesses we consider in our valuation calculations. Our belief remains that profit cycles of businesses are non-linear and
this cycle will not proceed on its current trajectory indefinitely. With corporate profits at record levels and margins elevated, we are
committed to normalizing free cash flow for valuation purposes. While this valuation technique may appear overly conservative
during profit booms and overly aggressive near troughs, it has served our strategy well during past cycles. By smoothing the
extremes of the profit cycle, we believe we can determine business valuations more accurately versus extrapolating recent operating
results far into the future.
We believe extrapolation risk is one of the most important forms of risk to consider when investing, but it is an issue seldom
discussed by the investment community and academia. In fact, it is difficult to find a standard definition. We define extrapolation risk
as the tendency of investors to forecast recent operating conditions and trends too far into the future. Incurring excessive
extrapolation risk can lead to inaccurate valuations, poorly timed investment decisions, and permanent loss of capital. Although few
in the industry frequently discuss extrapolation, it is a common form of investment risk and is incurred by most market participants
throughout each profit cycle.
Investment analysts often extrapolate near-term results when forecasting future earnings. In 2007, near the previous profit cycle’s
peak, analysts were expecting earnings per share for the broad market S&P 500 Index to be $100 in 2008 and $106 in 2009. Actual
results were approximately 12% and 35% lower, respectively, with S&P 500 earnings per share declining to $68 near the end of
2009. Stocks responded negatively to the disappointing results, with many investors incurring significant losses. Based on current
earnings expectations and record high equity prices, we believe analysts and investors are again assuming meaningful extrapolation

risk. Earnings estimates for 2013 and 2014 not only assume current record profits will be maintained but that profit growth will
accelerate. Specifically, analysts are expecting earnings of companies in the S&P 500 to increase 15% in 2013 and another 12% in
2014. Based on our analysis of a broad range of businesses and industries, we believe estimates of double-digit earnings growth
over the next two years are difficult to justify. Therefore, we are avoiding making similar assumptions in our valuation calculations.
Similar to the equity markets, we believe extrapolation risk is clearly on display in the bond markets. According to Dow Jones, the
junk bond market broke another record during the quarter with yields declining to 5.56%. In our opinion, given historical default rates,
junk bond yields are not providing investors with a sufficient margin of error. Bloomberg recently noted that the long-term average
global junk bond default rate is 4.7%, while the 12-month trailing default rate is 2.7%. Given current yields on junk bonds, we believe
investors are extrapolating near-term default rates instead of relying on long-term averages. Memories seem to be short as it was
only a few years ago in 2009 that junk bond default rates reached 10.2%! Due to the current record low interest-rate environment, we
believe investors desperate for yield are ignoring historical default rates and are assuming the Federal Reserve, through its use of
quantitative easing, can suppress bond yields indefinitely. We do not believe government intervention in the bond market is
sustainable and are avoiding extrapolating current interest rates for valuation purposes.
In addition to equity and bond market participants, we believe the Federal Reserve frequently falls victim to extrapolation risk by
assuming near-term economic and profit trends will persist for an extended period. During the previous profit boom, the Federal
Reserve pointed to elevated profits in its forecast for continued economic expansion. The Federal Reserve’s August 2007 minutes
state, “Participants expected that business investment would be supported by solid fundamentals, including high profits, strong
business balance sheets, and moderate growth in output.” A few months later, the National Bureau of Economic Research declared
that a recession officially began. More recently, during the semiannual monetary policy report to Congress in February 2013,
Chairman Bernanke downplayed concerns about a potential equity bubble fueled by ultra-loose monetary policy by referencing
elevated corporate profits. In March 2013, Chairman Bernanke again pointed to high profits when asked about record high stock
prices. Chairman Bernanke stated, “I don't think it's all that surprising that the stock market would rise given that there has been
increased optimism about the economy and the share of income going to profits has been very high.” We believe Chairman
Bernanke’s comments on asset prices and profits suggest the Federal Reserve is again extrapolating the current economic and profit
environment too far into the future.
We have a differing view. All-time high stock prices, analyst profit expectations, junk bond yields, and statements from the Federal
Reserve all suggest record corporate profits will increase from current levels. We believe the profit cycle has reached a plateau, with
the future direction of profits remaining uncertain. In fact, profit margins of larger companies are already showing signs of stress, with
margin contraction contributing to the 2% decline in S&P 500 earnings per share during the fourth quarter of 2012. Margin contraction
at the later stage of a profit cycle is not unusual. As profit cycles mature, businesses generating above average operating margins
typically attract natural threats to profitability. Elevated margins often lead to scrutiny from competition, labor, government, suppliers,
and customers. As cycles mature, the assumption that a non-recessionary environment will continue indefinitely is eventually
challenged as the drivers of the expansion fail to sustain perpetual growth. We believe the natural cyclicality of the business cycle will
ultimately prevail. We believe extrapolating profits at this stage of the cycle carries meaningful risk and should be avoided.
The tendency of investors to extrapolate influences the price of the small-cap equities we analyze, which affects our investment
decisions. When small-cap prices are expensive, we often take a more contrarian stance by not only holding a large cash position,
but also avoiding sectors that display above average levels of extrapolation risk. For example, we currently have limited exposure to
the improving housing market and consumer discretionary stocks. While we acknowledge housing is improving and unemployment
has declined, at current prices we do not believe investors in these sectors will be adequately compensated for the risk assumed. For
instance, homebuilder stocks have returned 69% the past year, with some even selling above enterprise values (market cap plus
debt) seen during the recent housing bubble. Although operating results are improving, valuations of homebuilder stocks suggest
investors are extrapolating unrealistic earnings growth far into the future. Avoiding certain sectors displaying excessive extrapolation
risk has hurt the Portfolio’s performance year-to-date, similar to prior speculative periods, but we believe our positioning will help
reduce the risk of permanent capital loss and adverse performance in future periods.
As we avoid sectors of the small-cap market that we believe are pricing in overly optimistic future results, we are attracted to areas
where investors appear too pessimistic. Several of the Fund’s recent purchases have been in industries where we believe investors
are extrapolating near-term trends too far into the future. For example, the portfolio’s largest holding is WPX Energy, a leading
domestic natural gas producer in the United States with sizeable natural gas reserves. We believe WPX Energy is a high-quality
exploration and production business selling at an attractive price relative to the replacement value of its natural gas assets. Despite
our favorable view of the company’s assets, its stock has significantly underperformed the broad market over the past year, declining

11%. Investors have punished the natural gas sector due to concerns over abundant natural gas supplies and depressed natural gas
prices. Instead of extrapolating the large natural gas supply surplus and low prices of the past year, we attempt to normalize the
historically volatile natural gas cycle. We believe depressed natural gas prices are already leading to a more favorable supply and
demand balance. For example, demand has increased over the past year as electric utilities increase use of natural gas in place of
coal. Furthermore, a sharp drop in rigs searching for natural gas has affected supply. Many of the natural gas producers we analyze
are expecting production to decline 5% to 15% in 2013, which should further reduce supply. During the past year, higher demand
and slowing production growth significantly reduced the inventory surplus. Although the fundamentals of the natural gas industry
have improved considerably over the past year, many of the natural gas stocks we follow remain depressed and, in our opinion,
represent a compelling opportunity.
As an investment manager, we have experienced similar periods of elevated profits and expensive valuations. Based on our
experience, as the profit cycle matures and extrapolation risk increases, it is beneficial to position the portfolio in a more contrarian
manner. We are following the same contrarian path in the current cycle, with a large cash position and an increasing weight in
businesses we believe are undervalued and very out of favor. We do not believe extrapolating the current environment to justify
record small-cap prices is appropriate, nor do we believe it will help us achieve our long-term absolute return goal. While we
understand the potential opportunity costs associated with our contrarian positioning, we remain steadfast in our valuation discipline
of only assuming risk when being adequately compensated. Furthermore, we remain committed to the diligent management of risk
during periods of excessive valuation and remain flexible in order to act decisively once volatility and opportunity returns.
River Road Asset Management
12 April 2013
As of March 31, 2013, Pan American Silver comprised 3.44% of the portfolio's assets, AuRico Gold – 2.91%, Contango Oil & Gas –
1.00%, FLIR Systems – 2.29%, Owens & Minor – 2.02%, Harris Teeter Supermarkets – 2.29%, and WPX Energy – 4.05%.
Note: Small-cap stocks are considered riskier than large-cap stocks due to greater potential volatility and less liquidity. Value
investing often involves buying the stocks of companies that are currently out of favor that may decline further.
Before investing, consider the Fund’s investment objectives, risks, charges, and expenses. Contact 800 992-8151 for a prospectus
or summary prospectus containing this and other information. Please, read it carefully. Aston Funds are distributed by Foreside
Funds Distributors LLC.

Fund Performance
Average Annual Total Returns
Annualized Returns (%)

Monthly returns (%)
Period ended 4/30/13

Period ended

3/31/13

Month

3 Months

YTD

1 yr

3 yr

5 yr

10 yr

Since Incept.

Incept. Date

-1.52

-0.09

1.48

7.44

N/A

N/A

N/A

8.33

12/31/2010

-1.51

-0.09

1.56

7.70

N/A

N/A

N/A

5.38

6/1/2011

Russell 2000 Value Index

-0.10

5.25

11.52

18.09

12.12

7.29

11.29

10.24

12/31/2010

Category: Small Value

-0.68

4.91

11.52

16.34

11.93

8.30

11.92

10.26

12/31/2010

Fund Class N Shares
Fund Class I Shares

(ARIVX)

(ARVIX)

Calendar year-end returns
Fund Class N Shares
Fund Class I Shares

(ARIVX)

(ARVIX)

Russell 2000 Value Index

2012

2011

2010

2009

2008

2007

2006

2005

2004

2003

8.09

7.80

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

8.37

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

18.05

-5.50

24.50

20.58

-28.92

N/A

N/A

N/A

N/A

N/A

The performance data quoted represents past performance. Past performance is no guarantee of future results. Investment
return and principal value will fluctuate so that an investor's shares upon redemption may be worth more or less than their
original cost. Certain expenses were subsidized. If these subsidies were not in effect, the returns would have been lower. The
adviser is contractually obligated to waive management fees and/or reimburse expenses through February 28, 2014. Current
performance may be lower or higher than the performance data quoted.
For periods less than one-year, total returns are reported; for periods more than one-year, average annual total returns are
reported.
The Russell 2000 Value Index is comprised of securities in the Russell 2000 Index. Companies in this index tend to exhibit lower
book to price ratios and lower cost to growth values. Indices are adjusted for the reinvestment of capital gains and income dividends.
Individuals cannot invest in an index.
The Morningstar Small Value Category figures allow for a direct comparison of a fund’s performance within its Morningstar Category.

Morningstar Rating™ (based on risk-adjusted returns) and Morningstar Rankings™ (based on total returns)
Small Value Category as of 4/30/2013

Overall
Fund Class N Shares
Fund Class I Shares

(ARIVX)

(ARVIX)

Total # funds in category

1 yr

3 yr

5 yr

10 yr

Rating

Rank

Rating

Rank

Rating

Rank

Rating

Rank

N/A

99

N/A

N/A

N/A

N/A

N/A

N/A

N/A

98

N/A

N/A

N/A

N/A

N/A

N/A

N/A

364

N/A

N/A

N/A

For each fund with at least a three-year history, Morningstar calculates a Morningstar Rating™ based on a Morningstar Risk-Adjusted
Return measure that accounts for variation in a fund’s monthly performance (including the effects of sales charges, loads, and
redemption fees), placing more emphasis on downward variations and rewarding consistent performance. The top 10% of funds in
each category receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars,the next 22.5% receive 2 stars, and the
bottom 10% receive 1 star. The Overall Morningstar Rating is derived from a weighted-average of the performance figures associated
with its three-, five-, and 10-year (if applicable) Morningstar Rating metrics.© Morningstar, Inc.
The highest or most favorable Morningstar percentile rank is 1 and the lowest percentile rank is 100. The top-performing fund in a
category will always receive a rank of 1. Various rating agencies categorize funds differently. Past performance is no guarantee of
future results.

Fund Overview
Investment Strategy
The ASTON/River Road Independent Value Fund seeks to provide attractive returns using a bottom-up fundamental approach to
undervalued small capitalization stocks.

Idea Generation
Market capitalization of between $100 million and $5 billion
Screen for profitability over a market cycle

Fundamental Research
High quality – Long operating history, established market share, strong balance sheet and cashflow
Attractive valuations – Discount to net asset value and obtainable growth rates
High confidence – Sustainable free cash flow, conservative valuation assumptions

Risk Controls
Broad industry and sector diversification
Strict sell discipline based on price targets

Risk Considerations
Small- and Mid-cap stocks are considered riskier than large-cap stocks due to greater potential volatility and less liquidity. Value
investing often involves buying the stocks of companies that are currently out of favor that may decline further.
Fund Stats (as of 3/31/13)

N Shares

I Shares

Total Net Assets (5/17/13)

$334,441,183.95

$386,536,511.98

Sector Breakdown (as of 4/30/13)
CASH EQUIVALENTS & OTHER

56.90%

INFORMATION TECHNOLOGY

13.10%

ENERGY

9.80%

MATERIALS

6.93%

CONSUMER DISCRETIONARY

4.72%

CONSUMER STAPLES

4.32%

HEALTH CARE

1.82%

INDUSTRIALS

1.07%

FINANCIALS

0.79%

UTILITIES

0.55%

Past performance does not guarantee future results. Investment return and principal value of mutual funds will vary with market
conditions, so that shares, when redeemed, may be worth more or less than their original cost.
As the fund is actively managed, the securities as presented may not represent the current or future composition of the portfolio.

Fund Holdings
Holdings as of: 4/30/13
Company

Ticker

CUSIP

CASH EQUIVALENTS &
OTHER

Market Value

% of Net Assets ¯

416,693,043

$411,542,603.96

56.89%

Number of Shares

WPX ENERGY INC

WPX

98212B103

2,197,201

$34,342,251.63

4.74%

AURICO GOLD INC

AUQ

05155C105

4,605,944

$23,812,730.48

3.29%

SYKES ENTERPRISES INC

SYKE

871237103

1,480,074

$22,778,338.86

3.14%

CSG SYSTEMS INTL INC

CSGS

126349109

1,051,100

$22,714,271.00

3.14%

AARON'S INC

AAN

002535300

772,087

$22,166,617.77

3.06%

PAN AMERICAN SILVER
CORP

PAAS

697900108

1,647,974

$21,753,256.80

3.00%

FLIR SYSTEMS INC

FLIR

302445101

671,099

$16,314,416.69

2.25%

HARRIS TEETER
SUPERMARKETS I

HTSI

414585109

376,317

$15,726,287.43

2.17%

WEIS MARKETS INC

WMK

948849104

317,700

$13,289,391.00

1.83%

OWENS & MINOR INC

OMI

690732102

404,513

$13,174,988.41

1.82%

EPIQ SYSTEMS INC

EPIQ

26882D109

941,551

$13,153,467.47

1.81%

MANTECH INTERNATIONAL
MANT
CORP-A

564563104

444,118

$11,853,509.42

1.63%

QEP RESOURCES INC

QEP

74733V100

336,886

$9,671,997.06

1.33%

UNIT CORP

UNT

909218109

193,201

$8,120,238.03

1.12%

BIG LOTS INC

BIG

089302103

220,433

$8,028,169.86

1.10%

BENCHMARK ELECTRONICS
BHE
INC

08160H101

445,653

$7,950,449.52

1.09%

ORBITAL SCIENCES CORP

ORB

685564106

430,628

$7,759,916.56

1.07%

BILL BARRETT CORP

BBG

06846N104

372,709

$7,402,000.74

1.02%

CONTANGO OIL & GAS

MCF

21075N204

191,612

$7,208,443.44

0.99%

BALDWIN & LYONS INC -CL B BWINB

057755209

236,145

$5,738,323.50

0.79%

SILVER STANDARD
RESOURCES

SSRI

82823L106

633,655

$4,524,296.70

0.62%

TIDEWATER INC

TDW

886423102

79,591

$4,174,547.95

0.57%

ARTESIAN RESOURCES
CORP-CL A

ARTNA

043113208

167,487

$3,947,668.59

0.54%

AMERICAN GREETINGS
CORP-CL A

AM

026375105

213,528

$3,937,456.32

0.54%

677864100

80,857

$2,224,376.07

0.30%

$723,310,015.26

100%

OIL-DRI CORP OF AMERICA ODC

Past performance does not guarantee future results. Investment return and principal value of mutual funds will vary with market
conditions, so that shares, when redeemed, may be worth more or less than their original cost.
As the fund is actively managed, the securities as presented may not represent the current or future composition of the portfolio.

