
Fourth Quarter, 2013 CommentaryIn the second calendar quarter of 2014, the KEELEY Mid Cap Dividend Value Fund (KMDVX) 

increased 5.39 percent compared to a 5.62 percent increase for the Russell Mid Cap Value 

Index. After a volatile �rst quarter of the year, equity markets gradually pushed higher for much 

of the second quarter. The global uncertainty that unsettled markets early in the year 

subsided, which allowed investors to regain focus on domestic fundamentals that overall 

seem to show progress. The economic surprise of the month and the quarter was the 

unexpectedly low �nal result for �rst-quarter gross domestic product (GDP), which was 

revised down to a decline of 2.9 percent from a previous estimate of minus 1 percent. 

Although the �rst quarter's weakness was well known due to the harsh winter months, the 

magnitude of the downward revision called into question whether the recovery was faltering. 

The consensus, however, is that economic growth continues and may be accelerating. Much 

of the U.S. economic data, in fact, is at multi-year highs stemming from before the �nancial 

crisis, especially with respect to durable goods, private-sector employment, and housing 

numbers which were all strong in June. Corporate earnings growth continues to be the 

primary driver of gains in equities, and we remain pleased with the fundamental outlook for 

the majority of our holdings. However, an increase in the number of negative earnings 

pre-announcements raised eyebrows, and the sustainability of earnings growth bears 

watching. Despite very strong stock selection in the industrials sector, the Fund slightly trailed 

the Russell Mid Cap Value Index. Negative stock selection as well as a slight underweight in 

the strong performing energy sector was the primary cause for the underperformance during 

the second quarter.

Iron Mountain Inc. (IRM) proved to be the top performing position during the second quarter 

after climbing over 28 percent and adding 45 basis points of return to the Fund. A leader in 

hard-copy storage, shares of Iron Mountain jumped sharply in June after receiving approval 

from the Internal Revenue Service (IRS) to operate as a Real Estate Investment Trust (REIT). 

The approval process had placed a cloud of uncertainty over the stock for a number of 

months, and should now return the focus to the fundamental outlook of the company. The 

conversion to a REIT was a catalyst for our decision to hold the stock, as that conversion will 

result in signi�cant tax savings and an increased dividend yield. 

Although the Fund did not have any one company have a major impact on results during the 

quarter, CIT Group Inc. (CIT) was the top detractor after falling over 6 percent and costing the 

Fund 10 basis points in performance. Shares of the mid-market �nancing and leasing 

company dropped in late April after announcing earnings that were below expectations. The 

earnings miss was primarily due to lower interest income and a rise in provisions for credit 

losses. We continue to believe the company is well positioned in the current environment and 

their access to low-cost debt should foster future growth. 

The biggest surprise in the �rst half, in our opinion, was the decline in interest rates. This has 

meant that interest sensitive areas of the stock market have been among the best perform-

ers. With strong results from areas such as utilities and REITs, one would have expected 

dividend-paying stocks to outperform the non-dividend-payers. That was not the case in the 

�rst half of the year. According to our work, dividend-payers were up 10.5 percent in the �rst 

half versus a 13.2 percent increase for non-dividend-payers. Looking ahead, we are still of the 

view that the market is likely to return +/-5 percent for the year.  From an investment stand-
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The performance re!ected herein is 

for the Class A shares without load. 

“Without load” does not re�ect the 

deduction of the maximum 4.50% sales 

fee (load), which reduces the performance 

quoted. Past performance does not 

guarantee future results. The performance 

data quoted represents past performance 

and current returns may be lower or 

higher. The investment return and principal 

will �uctuate so that an investor’s shares, 

when redeemed, may be worth more or 

less than the original cost. Current to most 

recent month-end performance data may 

be obtained at www.KeeleyFunds.com

This summary represents the views of the 

portfolio managers as of 06/30/14. Those 

views may change, and the Fund 

disclaims any obligation to advise 

investors of such changes. For the 

purpose of determining the Fund’s 

holdings, securities of the same issuer are 

aggregated to determine the weight in the 

Fund. Portfolio holdings are subject to 

change without notice and are not 

intended as recommendations of individual 

securities.

*The Fund’s Inception date is 

October 1, 2011.

Risks: Smaller and medium-sized 

company stocks are more volatile and less 

liquid than larger, more established 

company securities.  Additionally, dividend 

paying investments may not experience 

the same price appreciation as 

non-dividend paying investments. Portfolio 

companies may also choose not to pay a 

dividend or it may be less than anticipated. 

Prior to investing, investors should 

carefully consider the Fund’s invest-

ment objective, risks, charges and 

expenses as detailed in the prospectus 

and summary prospectus. To obtain a 

prospectus or a summary prospectus, 

call us at 800.533.5344 or visit 

www.keeleyfunds.com. The 

prospectus/summary prospectus 

should be read carefully before 

investing.



point, a better economic backdrop is being offset by valuation concerns and the potential for 

another uptick in interest rates. Global developments are not helping either. The environment 

that could negatively impact our relative performance is another strong upward move, 

particularly if some of the more speculative areas (biotech, social media) lead.  We are also 

not very well-positioned for a big increase in the price of oil, especially if exploration and 

production companies performed very well. These more speculative companies do not pay 

dividends and are therefore excluded  from our investable universe. Regardless, we believe 

the Fund is well-positioned, especially if volatility returns. The portfolio has become cheaper 

over the last year and we fell very good about the stocks we own. We have also continued to 

�nd attractive new opportunities and we are comfortable with the idea that we may have to 

“grind it out” from here in to order to generate alpha. As bottom up value investors, we are 

very comfortable with that possibility. Thank you for your support of the Mid Cap Dividend 

Value Fund.

Performance attribution is commonly used to measure the quality of the separate decisions that go into the 

management of an investment portfolio compared to a benchmark index. This analysis tries to isolate the effect and 

measure the return contribution of market allocation, which analyzes the positive/negative impact of a portfolio's 

allocation to groupings such as geographic regions or market sectors, and stock selection, which analyzes the 

positive/negative impact of the portfolio manager's security ownership and weighting decisions within a wider 

grouping. The performance attribution data in this quarterly commentary was prepared by Keeley Asset Management 

Corp. ("KAMCO") using the following constraints: (1) Fund portfolio holdings are as of the beginning of each day; 

index constituents are as of the end of the day. That means that the Fund's holdings are not included until the day 

after acquisition (when it is included in the portfolio as of the beginning of the next business day), and a portfolio 

holding that is sold is included in the analysis through the end of the day on which it is sold, and that the values at 

which securities are included in the analysis are the values as of the beginning of the day. For the index, securities are 

included at their values at the end of the day. (2) The securities’ values used in the analysis are the prices used by 

KAMCO in its internal records for the Fund and the prices used by the index provider for the benchmark index. If a 

price from either of those sources is unavailable, pricing information from FactSet is used. Pricing information from the 

index provider or from FactSet may differ from the pricing information used by KAMCO. (3) For the purpose of 

assigning portfolio security holdings to a particular sector and/or industry, KAMCO assigns the securities in 

accordance with the sector and industry classi�cations of the Global Industry Classi�cation Standard (GICS) 

developed by MSCI and Standard and Poor's (to the extent available) as a primary source and FactSet (to the extent 
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**The Fund’s adviser has contractually 

agreed to waive a portion of its manage-

ment fee or reimburse the Fund if total 

ordinary operating expenses during the 

current �scal year as a percentage of the 

Fund’s average net assets exceed 1.39% 

for Class A Shares and 1.14% for Class I 

Shares. The waiver excludes expenses 

related to taxes, interest charges, dividend 

expenses incurred on securities that a 

Fund sells short, litigation and other 

extraordinary expenses, brokerage 

commissions and other charges relating to 

the purchase and sale of portfolio 

securities. The waiver is in effect through 

January 31, 2015. 

 

   

Stocks of smaller cap companies tend to be more volatile and less liquid than those of large cap companies.

KMDVX KMDVX Russell Mid 

Cap Value
No Load Load

24.27% 18.66% 27.76%

26.13% 24.03% 30.48%

1 Year

Since Inception**

1.39%Expense Ratio (Net)**

AVERAGE ANNUAL TOTAL RETURNS (as of 06/30/2014)

-0.48%Waiver/Expense Reimbursement**
1.87%Expense Ratio (Gross)**
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available) as a secondary source for this information. In the event KAMCO securities information vendors do not 

classify a security's issuer to a particular sector or industry or if the published classi�cation appears to be incorrect, 

KAMCO may classify the security's issuer according to its own judgment, using other securities information vendors, 

the company description and other publicly available information about the company's peer group. Sector and/or 

industry classi�cations may change over time. The attribution information provided in this commentary includes 

summaries of attribution by market sector. Attribution is not precise and should be considered to be an approxima-

tion of the relative contribution of each of the sectors considered. The information on performance by sector re�ects 

the aggregated gross return of the Fund's securities. Contributions to the Fund's performance by sector (computed 

as described above) were compared against the contributions to the aggregate return of the stocks comprising the 

index, by sector, as reported by FactSet Databases. 

 GICS was developed by and is the exclusive property and a service mark of MSCI Inc. ("MSCI") and 

Standard & Poor's, a division of The McGraw-Hill Companies, Inc. ("S&P") and is licensed for use by KAMCO. 

Neither MSCI, S&P nor any third party involved in making or compiling the GICS or any GICS classi�cations makes 

any express or implied warranties or representations with respect to such standard or classi�cation (or the results to 

be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, 

completeness, merchantability and �tness for a particular purpose with respect to any of such standard or classi�ca-

tion. Without limiting any of the foregoing, in no event shall MSCI, S&P, any of their af�liates or any third party involved 

in making or compiling the GICS or any GICS classi�cations have any liability for any direct, indirect, special, punitive, 

consequential or any other damages (including lost pro�ts) even if noti�ed of the possibility of such damages. 

 Data provided for performance attribution are estimates based on unaudited portfolio results. 

Performance contributors and detractors were not realized gains or losses for the Fund during the quarter. Market 

performance presented soley for informational purposes. The S&P 500 Index is designed to act as a barometer for 

the overall U.S. stock market. The index is unmanaged, consisting of 500 stocks that are chosen on the basis of 

market size, liquidity, and industry grouping. The S&P 500 is a market value weighted index with each stock’s weight 

in the index proportionate to its market value. The Russell Mid Cap Value Index is an unmanaged index that 

measures the performance of those Russell 3000 companies with lower price-to-book ratios and lower forecased 

growth rates. The S&P Mid Cap 400 Index measures the performance of mid-sized companies, re�ecting the 

distinctive risk and return characteristics of this market segment.  The S&P Small Cap 600 measures the small cap 

segment of the U.S. equity market, the index is designed to be an investable portfolio of companies that meet 

speci�c inclusion criteria to ensure that they are liquid and �nancially viable. The Russell 2000 Index measures the 

performance of the small-cap segment of the U.S. equity universe and is a subset of the Russell 3000® Index 

representing approximately 10% of the total market capitalization of that index. The Russell 2000 Value Index 

measures the performance of small-cap value segment of the U.S. equity universe and includes those Russell 2000 

companies with lower price-to-book ratios and lower forecasted growth values. These Index �gures do not re�ect 

any deduction for fees, expenses or taxes, and are not available for direct investment. Securities in the Fund may not 

match those in the indexes and performance of the Fund will differ. The KEELEY All Cap Value Fund, KEELEY Mid 

Cap Value Fund, KEELEY Small-Mid Cap Value Fund, KEELEY Small Cap Value Fund, KEELEY Small Cap Dividend 

Value Fund, KEELEY Mid Cap Dividend Value Fund, and KEELEY Alternative Value Fund are distributed by Keeley 

Investment Corp.

 The top ten holdings of KMDVX as of June 30, 2014 include ITT Corp. (2.64%), Broadridge Financial 

Solutions, Inc. (2.37%), CIGNA Corp. (2.25%), Lincoln National Corp. (2.06%), Avago Technologies (1.97%), 

American Water Works (1.90%), Iron Mountain (1.89%), Ameriprise Financial (1.79%), Arthur J. Gallagher & Co. 

(1.79%), and Ryder System (1.77%)
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