
Third QuarTer 2022 CommenTary

The Thomas White American Opportunities Fund Investor Class shares returned -2.33% for the third 
quarter of 2022, compared to its primary benchmark, the Russell Midcap Index, which returned -3.44%. 
The Fund’s secondary benchmark, the Russell Midcap Value Index returned -4.93% during the same 
period. For the trailing one-year period, the Fund’s Investor Class shares returned -11.11% versus -19.39% 
for the Russell Midcap Index and -13.56% for the Russell Midcap Value Index. 

U.S. equity prices remained weak during the third quarter as persistently high inflation risks cut short 
the market recovery during the summer months. The Federal Reserve’s increasingly hawkish monetary 
policy outlook dampened investor hopes for a pause in interest rate hikes before the middle of next 
year. The economy continued to add jobs at a brisk monthly pace and consumer sentiment remained 
resilient. Corporate earnings for the second quarter were largely better than expected, though most 
managements turned cautious on persistent margin pressures.

FUND REVIEW

Energy remained the top performing sector on expectations of healthy earnings and cash flows 
as production cuts by major exporters could help sustain current crude oil and natural gas prices 
for the next few quarters. The industrials, technology and consumer discretionary sectors relatively 
outperformed after the weakness during the first half of the year. The financials sector also 
outperformed relatively on expectations that credit losses won’t be as bad as feared. The real estate 
sector corrected on likely impact from rising interest rates while utilities and consumer staples lagged 
after the first half’s relative outperformance. Communication services holdings were hurt by the 
prospect of higher costs and weaker advertisement spending on online platforms. 

Positive stock selection in the technology, consumer discretionary, industrials, materials and healthcare 
sectors contributed to the Fund’s relative performance against the primary benchmark for the quarter. 
Stock selection was less effective in the utilities and consumer staples sectors. The Fund’s underweight 
to communication services, relative to the benchmark, remained beneficial. 
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AVERAGE ANNUAL RETURNS1 AS OF SEPTEMBER 30, 2022

3rd QTR YTD 1Yr 3Yrs 5Yrs 10Yrs
Since 

Inception
American Opportunities Fund -2.33% -20.74% -11.11% 5.98% 6.55% 9.57% 7.73%
Russell Midcap Index2 -3.44% -24.27% -19.39% 5.19% 6.48% 10.30% 8.87%
Russell Midcap Value Index2 -4.93% -20.36% -13.56% 4.50% 4.76% 9.44% 8.88%

Inception: 3/4/1999. Gross Expense Ratio: 1.62%. Net Expense Ratio: 1.34%*

Performance data is based upon past performance, which is no guarantee of 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 may be higher or lower than the performance data quoted. Please 
call 1-800-811-0535 to obtain performance data as of the most recent month-end. The Fund imposes a 2% redemption 
fee on shares held less than 60 days. Performance data does not reflect the redemption fee. If reflected, total returns 
would be lower.

* The Advisor has entered into a fee deferral/expense reimbursement agreement through 2/28/2023.
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Data networking services provider Arista Networks was the top outperformer for the period as the stock 
rebounded on expectations of healthier revenue growth from sustained demand for cloud services.   
Diversified industrial products maker Carlisle Companies benefited from better than expected earnings 
and a higher dividend payout. Electronic measurement services provider Keysight Technologies also 
advanced after reporting strong earnings.  Fuel refiner Marathon Petroleum gained as refining margins 
remained elevated. Managed healthcare services provider Molina also outperformed as its earnings 
outlook is less likely to be affected by economic weakness. 

Household and personal products maker Church & Dwight detracted the most from returns on concerns 
about weaker margins as costs continue to rise and demand softens. Packaging products maker Ball 
Corp was hurt by higher input costs even as sales volume growth outlook has turned less optimistic. 
Industrial real estate investment trust (REIT) Duke Realty, acquired by Prologis during the quarter, lagged 
as slower economic growth could weaken demand for industrial and warehousing space. Property 
and casualty insurer Assurant was hurt by softer demand outlook. Credit reporting service provider 
TransUnion also underperformed after weaker than expected quarterly revenues and a lower outlook

OUTLOOK

Healthy labor markets and household finances are likely to soften the U.S. economic slowdown over the 
next year. The economy continues to add new jobs at a solid monthly rate and the unemployment rate 
remains very low, though the recent decline in job openings suggest that the labor market tightness 
is easing when compared to the beginning of the year. Forecast unemployment rate of less than 5% 
for 2023 suggests that job losses are likely to be very modest when compared to previous downturns. 
Nominal wage growth should moderate, but going by current trends household incomes are expected 
to remain stable over the next year. This should support aggregate domestic consumption, and keep 
core inflation above the Federal Reserve’s target for the next few quarters. Having misjudged inflation 
risks last year, the Fed is likely to maintain tight monetary conditions until there is a notable decline in 
headline inflation rates. 

It is notable that fiscal spending by the federal and state governments is unlikely to decline much 
next year even as the Fed continues to tighten. Congress has recently approved a substantial fiscal 
spending plan largely focused on energy transition and other long-term projects. Meanwhile, several 
state and local governments are still spending the federal funds they received during the pandemic. 
This should keep aggregate government spending stable and provide support the economy next year. 

Despite the worsening economic outlook and tighter financial conditions, corporate earnings forecasts 
for next year remain surprisingly optimistic. This apparent disconnect has led to investor fears about 
large earnings disappointments in the coming quarters that could keep equity markets weak.
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TOP AND BOTTOM PERFORMING STOCKS  
DURING Q3 2022

Top Performers
Average 
Weight %

Total 
Return %

Contribution to 
Return %

Arista Networks 1.73 20.43 0.27

Carlisle Companies 1.82 17.80 0.25

Keysight Technologies 2.11 14.15 0.23

Marathon Petroleum 1.20 21.55 0.21

Molina Healthcare 1.15 17.96 0.17

Bottom Performers
Average 
Weight %

Total 
Return %

Contribution to 
Return %

Church & Dwight 1.80 -22.67 -0.40

Ball Corporation 0.88 -29.49 -0.26

Duke Realty Corporation 2.25 -11.86 -0.23

Assurant 1.43 -15.60 -0.22

TransUnion 0.85 -25.53 -0.21

TOP TEN HOLDINGS 

Company Weight
AutoZone, Inc. 2.9%

Synopsys, Inc. 2.4%

Keysight Technologies Inc. 2.3%

Regions Financial Corp 2.2%

Hershey Company 2.2%

Duke Realty Corporation 2.0%

Cadence Design Systems, Inc. 2.0%

Carlisle Companies Inc. 1.9%

KLA Corporation 1.9%

Agilent Technologies, Inc. 1.9%

Total Number of Holdings: 77
Top 10 Holdings Weight:  21.7%
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In our view, corporate earnings for 2023 are likely to moderate from current levels. However, we believe 
much of this decline would be due to the normalization of corporate margins that have become 
unsustainably high during the post-pandemic recovery. When compared to pre-pandemic levels, we 
expect next year’s earnings to be relatively stable. However, a deeper and longer-lasting recession 
would most likely cause a significant drawdown in corporate earnings from current levels.

Mutual fund investing involves risk. Principal loss is possible. Investing in international markets may involve additional 
risks, such as social and political instability, market illiquidity, exchange-rate fluctuations, a high level of volatility and 
limited regulation. These risks are greater for emerging markets. Investments in small and mid cap companies involve 
additional risks such as limited liquidity and greater volatility. 

Earnings growth is not representative of the Fund’s future performance.
You should consider the investment objectives, risks, charges and expenses of the Fund carefully before investing. 
For a statutory or summary prospectus containing this and other information, please call 1-800-811-0535 or visit www.
thomaswhitefunds.com. Read it carefully before investing.
Opinions expressed are those of the Thomas White Funds and are subject to change, are not intended to be a forecast 
of future events, a guarantee of future results, nor investment advice.
Fund holdings are subject to change at any time and are not recommendations to buy or sell any security.
Cash Flow: The incomings and outgoings of cash, representing the operating activities of an organization.
1Total return includes reinvestment of dividends and capital gains and reflects fee waivers/reimbursements, in the 
absence of which total returns would have been lower.
2The Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000 Index, which 
measures the performance of the 1,000 largest US companies based on total market capitalization. The Russell Midcap 
Value Index measures the performance of the mid-cap value segment of the U.S. equity universe. It includes those 
Russell Midcap Index companies with lower price-to-book ratios and lower forecasted growth values. Both indices are 
unmanaged and returns assume the reinvestment of dividends. It is not possible to invest directly in an index.
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