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To: City of Fresno Retirement Systems (CFRS) Joint Board 
 
From: Don Stracke, CFA, CAIA and Anthony Ferrara, CAIA 
 
Date: January 19, 2017 
 
Subject: Kennedy Capital Overview 
 
 
Recommendation 

Kennedy Capital “Kennedy” is a small cap value equity manager for the City of 
Fresno Retirement Systems (“CFRS”) which as of December 31, 2016 managed 
approximately $119 million for the fund and were hired in April of 2003 to manage 
a strategy benchmarked against the Russell 2000 Value Index.  NEPC suggests that 
the Joint Board maintain the current relationship with Kennedy.   
 
Performance for CFRS as of 12/31/16 Net of Fees 
 
The CFRS portfolio underperformed the benchmark for the one year period but had 
an incredibly strong absolute return of 30.2% and is outperforming the benchmark 
nicely since inception, outperforming by approximately 2.3%. 
 

 
 
This represents strong relative performance as well, ranking in the top third of a 
peer universe for the five year period ending 9/30/2016. 
 
Kennedy Capital Small Cap Value – NEPC Perspective 
We have 2 clients that have invested $156 million with the firm in the Kennedy 
Small Cap Value Fund. The firm focuses on mid and Small Cap strategies and the 
strategy is rated Neutral by NEPC Research.  
 
Firm Description: 
Kennedy Capital Management was established in 1980 by Gerald Kennedy and 
Richard Sinise and has been continuously registered as an investment adviser since 

3 Month FYTD 1 Year 3 Years 5 Years Since Inception 
Apr-2003

Kennedy 15.2% 23.0% 30.2% 9.5% 15.6% 13.1%
Russell 2000 Value 14.1% 24.2% 31.7% 8.3% 15.1% 10.8%
Over/Under 1.1% -1.2% -1.5% 1.2% 0.5% 2.3%
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that time. During the period 1980-1992 the firm managed accounts for high-net-
worth individuals, focusing on small cap stocks. 
 
Kennedy's overall investment approach is bottom-up, based on identifying 
inefficiencies or trends in the marketplace that other investors may have 
overlooked. Once the universe is narrowed, the firm does fundamental analysis 
focusing on companies generating returns on invested capital. The firm presently 
manages approximately $5.5 billion in assets (Discretionary and Non-Discretionary 
model assets) and employees and Directors own 100% of the equity of the firm (As 
of December 31th, 2016). 
 
Investment Process: 
Kennedy's investment process involves seeking out companies they believe are 
undervalued or misunderstood in the market place.  This bottom up process often 
leads them to invest in industry groups that are out of favor.  Conversely, this 
process generally steers them away from sectors that are more visible and richly 
valued at a given time.  The investment process encourages analysts and portfolio 
managers to find companies the broader markets have overlooked, which can 
create substantive sector may be under-weighted or over-weighted in a given 
sector at any time. 
   
Portfolio:  
Kennedy Capital believes that significant inefficiencies exist in the prices of small 
capitalization stocks. These inefficiencies generally result from a lack of Wall Street 
sponsorship, limited institutional ownership, and/or a lack of timely and accurate 
information available on these companies. Kennedy specifically and intentionally 
seeks out fundamentally strong companies with relatively low analyst coverage and 
institutional ownership, believing these companies are often undervalued due at 
least in part to a lack of adequate information in the marketplace. After screening 
for companies which fit this criteria, analysts and portfolio managers do extensive 
qualitative research to select the most fundamentally sound companies within this 
universe. These companies have demonstrated an ability to deliver superior returns 
on invested capital, and have opportunities to reinvest free cash flow into future 
projects with superior returns. 
 
 


