
Homestead Value Fund
Q1 2023

Mark Santero
President and CEO
703.907.6030
mark.santero@homesteadfunds.com



Firm Overview

• Homestead Funds was established by the National Rural Electric Cooperative Association in 1990.

Homestead Funds offers 10 no-load mutual funds across equity and fixed-income asset classes.

• Homestead Advisers is the SEC-registered investment advisor to nine of the 10 funds and a subsidiary of NRECA. 

Homestead Advisers manages approximately $6.9 billion in mutual funds, pension plans and separately managed accounts as of 3/31/23. 
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About Homestead

Homestead Funds was established in 1990 by the National Rural Electric Cooperative Association (NRECA), a not-for-profit organization that serves 
and represents the nation’s consumer-owned rural electric cooperatives.

• Based in Arlington, Virginia, we are a mutual fund company created to provide high-quality, affordable investment products and services to rural 
electric cooperatives. 

• We serve financial advisors, retirement plans, institutional clients as well as individual investors.

• We currently make 10 investment strategies available through our no-load mutual fund offering.

• Homestead Advisers, a wholly owned subsidiary of NRECA, provides investment advisory and administrative services to Homestead Funds.
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Leadership and Staffing Structure
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Mark Santero

President and CEO

Approximately 25 full-time employees perform core 
business functions, plus nine investment professionals.

Investments Sales and Marketing
Operations and
Client Services
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Our Funds
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Investing in mutual funds involves risk, including the possible loss of principal. 
As a money market fund, the Daily Income Fund has limited potential for income production. You could lose money by investing in the fund. Although the 
fund seeks to preserve the value of your investment at $1.00 per share, it cannot guarantee it will do so. An investment in the fund is not insured or guaranteed 
by the Federal Deposit Insurance Corporation or any other government agency. The fund's sponsor has no legal obligation to provide financial support to the 
fund, and you should not expect that the sponsor will provide financial support to the fund at any time.

Money Market Fund 

Short-Term 
Less than 1 year

Daily Income Fund

Bond Funds

Medium-Term 
Less than 5 years

Short-Term Government Securities   
Fund

Short-Term Bond Fund

Intermediate Bond Fund

Stock and Balanced Funds

Long-Term
More than 5 years

Rural America Growth & Income  
Fund

Stock Index Fund

Value Fund

Growth Fund

International Equity Fund

Small-Company Stock Fund
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Value Fund Profile
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Inception November 19, 1990

Net Assets (as of 3/31/23) $897,520,773

Asset Allocation Stock

Morningstar Category Large Value

Lipper Classification Large-Cap Value

Benchmark Russell 1000 Value Index

Ticker Symbol HOVLX

CUSIP Number 437769201

Fee Structure No Load

Expense Ratio 0.62%*

Median Expense Ratio for Peer Group 1.04%*

Transaction Fees None

*As of 12/31/22. The expense ratio shows the percentage of fund assets deducted annually to cover operating expenses. Fund expense ratios shown here do 
not include acquired fund fees and expenses. If applicable, these additional costs are disclosed in the prospectus. The peer group ratio is according to 
Morningstar Direct, based on each fund’s Morningstar classification.

The Russell 1000 Value Index measures the performance of those Russell 1000 companies with lower price-to-book ratios and lower forecasted growth 
values. Indices are unmanaged, and investors cannot invest directly in an index. Unless otherwise noted, performance of indices does not account for any 
fees, commissions or other expenses that would be incurred. Returns include reinvested dividends.



Homestead Advisers Equity Team

The equity team has broad responsibility for and involvement in the strategy — from idea generation through to portfolio construction, risk 
monitoring and trading. All are generalists with diverse backgrounds and certain sector expertise, which allows for breadth and depth of analysis. 

7Value Fund     |

Jim Polk, CFA®

Head of Equity Investments

Colby College, BA in English, 
MBA from Babson College. Mr. Polk 
joined Homestead Advisers in 2019.

Mark Iong, CFA®

Equity Portfolio Manager

Cornell University, BS operations research 
and information engineering. Mr. Iong 
joined Homestead Advisers in 2019.



Our Culture

Our roots are in retirement plan management. This has a bearing on our investment philosophy and style.

• Disciplined security selection, backed by rigorous analysis

• Attention to risk management

• A patient, long-term perspective

Not your typical money manager. Homestead Advisers, the investment advisor to the Homestead Funds, returns its profits to NRECA. This 
additional source of revenue is available to support NRECA's members' needs and initiatives.

Low account minimum. We share NRECA's commitment to service. We keep account minimums for individual investors low. There is no account 
minimum if an automatic investment plan is set up.

Low fees and breakpoints. We strive to operate the funds efficiently.
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Objective and Strategy

• The fund seeks long-term growth of capital and income for the long-term investor. Current income is a secondary objective. 

• The fund generally invests in stocks of companies selling below what Homestead Advisers believes to be their fundamental value. Factors 
considered:

Potential earning power

Financial ratios

Any competitive advantages a company may have

• The fund will only take on risks where there is a strong belief that our investors will be rewarded.
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The Homestead Way: Philosophy and Investment Criteria

Market inefficiencies between valuation and intrinsic value create an opportunity for alpha generation that can be exploited by active management. 
We believe that with a long-term, disciplined value framework and bottom-up fundamental research, we can arbitrage those differences to create 
shareholder value. 

• Fundamental, Bottom-Up Selection Criteria. We generally seek companies with established products and services that are understandable in 
terms of the economics of their pricing and overall value to the markets. 

• Financial-Results-Oriented Management. We look to identify company management teams who we believe to be judicious allocators of capital 
and those whose interests are aligned with those of shareholders. 

• Reduce Friction on the Road to Wealth Creation. The portfolio managers are in constant pursuit of compounding machines that have the 
potential to reward investors over the long haul. 
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Stock Selection

Portfolio Construction

Idea Generation

Investment Process: Overview
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Risk Management

We manage risk with the 
thoroughness of our analysis.

Performance Monitoring

We evaluate our level of conviction 
and adjust exposure accordingly. 
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Stock Selection

Portfolio Construction

Idea Generation

Investment Process: Details
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2. Stock Selection

Filter out those ideas best aligned with 
our philosophy, allowing the team to 
focus its efforts. Rigorous research and 
analysis.

• Review company filings 
• Analyze business models 
• Scrutinize financials 
• Analyze competitors 
• Make projections

Valuation metrics:
• Strong cash flow generation
• High return on equity (ROE)
• Strategic and financial advantages
• Efficient capital allocation
• Long-term orientation 

1. Idea Generation

Cast a wide net and involve the 
full team.

• Extensive reading
• Database screening
• On-site visits
• Industry conferences
• Professional networks
• Spinoffs, mergers, acquisitions

3. Portfolio Construction

Portfolio managers make the final 
decisions on stock selection and 
position size, striving for 
consensus.

• Sizing considerations relative 
to sector weights

• Liquidity factors
• Macro considerations and 

themes
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How We Make Decisions
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Buy Discipline

We look to identify attractively valued stocks of 
companies whose management teams we believe to be 
judicious allocators of capital. 

• Strong earnings potential 

• Quality businesses

• Competitive advantages 

• Solid balance sheets 

• Proactive management whose interests are aligned 
with shareholders

Sell Discipline

We seek to minimize portfolio turnover with the 
thoughtfulness of our approach, reducing taxes and 
transaction costs, which may diminish returns. 

• Excessive valuation

• Deteriorating fundamentals 

• Better opportunities
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Portfolio Snapshot (as of March 31, 2023)

Microsoft Corp. 4.4% Homestead  Value Fund Russell 1000 Value Index
Alphabet, Inc. 3.7% Price/Earnings* 14.7 14.6
AbbVie Inc. 3.7% Price/Book* 2.6 2.2
JPMorgan Chase & Co. 3.6% Price/Cash Flow* 10.6 9.5
Parker-Hannifin Corp. 3.5% Dividend Yield 2.0 2.3
Honeywell International, Inc. 3.5% LT Debt/Capital 40.2 42.0
Abbott Laboratories 3.3% Return on Equity 25.8 15.6
Chevron Corp. 3.0% EPS 3-5 Year Growth 8.7 9.6
Goldman Sachs Group, Inc. 2.8% Active Share** 80% NA
Meta Platforms, Inc. 2.8% Market Capitalization  $277.6 billion  $155.0 billion 
Total 34.3% Net Assets $897,520,773
Portfolio holdings are subject to change without notice. Number of Holdings 49

Top 10 Holdings Portfolio Characteristics

Sector Diversification

21.0
19.1

16.4

8.2 8.1 7.5 7.0 6.5

2.8
0.0

1.7 1.7

16.4

20.1

10.9

8.0
4.5

8.0 8.7
5.9

4.5
5.6

7.6

0.0

Health care Financials Industrials Information
technology

Materials Energy Communication
services

Consumer
discretionary

Real estate Utilities Consumer staples Short-term and
other assets

Value Fund Russell 1000 Value Index

May not total due to rounding. *Weighted harmonic average/FY1 estimate. **Compared to the Russell 1000 Value Index and calculated by FactSet. 
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Performance: Average Annual Total Returns Fund vs. Index
for periods ending March 31, 2023

1 Year 3 Year 5 Year 10 Year
Since Fund's 

Inception

Value Fund -3.65% 18.20% 8.99% 10.54% 10.06%

Russell 1000 Value Index -5.91% 17.93% 7.50% 9.13% 9.53%

Fund Return Above/Below Russell 1000 Value Index 2.26% 0.27% 1.49% 1.41% 0.53%

Expense Ratio 0.62% (12/31/22)

The Russell 1000 Value Index measures the performance of those Russell 1000 companies with lower price-to-book ratios and lower forecasted growth values. Unless otherwise noted, performance of indices 
do not account for any fees, commissions or other expenses that would be incurred. The index's returns include reinvested dividends. Indices are unmanaged, and investors cannot invest directly in an index.
The total returns shown above represent past performance, which does not guarantee future results. Investment return and principal value of an investment will fluctuate. 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. For performance data current to the most recent month-end, call 800.258.3030 
or visit homesteadfunds.com.
Fund total returns include changes in principal value and reinvested dividends, income and capital gain distributions.
Equity securities generally have greater price volatility than fixed-income securities. The market price of equity securities may go up or down, sometimes rapidly or unpredictably. Equity securities may 
decline in value due to factors affecting the issuer or equity securities markets generally.  Value stocks are subject to the risk that returns on stocks within the style category will trail returns of stocks 
representing other styles or the market overall over any period of time and may shift in and out of favor with investors generally, sometimes rapidly, depending on changes in market, economic, and other 
factors. Investments in value securities may be subject to risks that (1) the issuer's potential business prospects will not be realized; (2) their potential values will never be recognized by the market; and (3) 
their value was appropriately priced when acquired and they do not perform as anticipated.  
The expense ratio shows the percentage of fund assets deducted annually to cover operating costs. Fund expense ratios shown here do not include acquired fund fees and expenses. If applicable, these 
additional costs are disclosed in the prospectus. For some funds, the investment advisor has agreed voluntarily or contractually (for at least the current fiscal year) to waive or reimburse a portion of 
expenses. The net expense ratio is the expense ratio minus the portion of expenses waived or reimbursed.
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How We Add Value

• Competitive long-term performance

• High active share

• Strong risk-adjusted performance

17

Past performance does not guarantee future results.
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Fund Company Media Mentions
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S&P Fund Awards, November 2011:  
“Gold Award for Small Company”

Consumer Reports, February 2007: 
“60 Funds You Can Count On”

Smart Money, December 2006:  
“Fund Watch: Good Gifts”

Kiplinger’s Personal Finance, November 
2006: “Thrills without Spills”

Motley Fool Champion Funds, 
November 2006: “Fund of the Month”

Consumer Reports, March 2005:  
“70 All-weather Winners”

Louis Rukeyser’s Mutual Funds, 
November 2004: “Open Arms”

Kiplinger’s Personal Finance, April 
2002:  “Take Heart: Low Minimums”

Business Week, February 2002:  
“That Old Bond Magic May Not Last”

Money, Fall 2001: “10 Best Funds”

Forbes, June 2015: 
“Mutual Fund Honor Roll”

Kiplinger’s Personal Finance, May 2015: 
“How to Beat Index Funds”

Bloomberg Markets, April 2015: 
“Small-Cap US Equities”

Investor’s Business Daily, April 2015: 
“Are Small-Cap Stock Mutual Funds 
Helping Build Your Wealth?”

Wall Street Journal, March 2015: 
“How to Pick a Stock Picker” 

Kiplinger’s Personal Finance, February 
2015: “Oldies but Goodies”

Barron’s, December 2014:  
“The Artistry of Investing”

Forbes, August 2014: 
“Mutual Funds Honor Roll”

Kiplinger’s Personal Finance, April 
2014:  “The Top Small-Cap Funds”

Bloomberg Markets, May 2013:  
“The Best Performing Mutual Funds”

Money, January/February 2018:  
"Investor's Guide 2018"

Investor's Business Daily, January 2018:  
"Top Value Funds (Six Month Leaders)"

Kiplinger's Personal Finance, November 
2017:  "5 “Unloved” Value Funds to 
Consider Buying Now"

Wall Street Journal, July and November 
2017: "Category Kings"

Kiplinger's Personal Finance, April 
2017: "25 Best Mutual Funds for Low 
Fees"

Seeking Alpha, May 2016: "3 Strong 
Buy All-Cap Value Mutual Funds

Money,  January 2016: 
“Top Picks from Top Pros”

Kiplinger’s Personal Finance,
January 2016: “This Small-Company 
Stock Fund Finds Gems in Surprising 
Places”

Investor’s Business Daily, 
October 2015: “Small-Cap Mutual 
Funds Hang Tough; Homestead Among 
Leaders”

Barron's, February 2022: "Why a 
Warren Buffett-Like Value Fund 
Likes Target and Alphabet Stock"

Kiplinger's Personal Finance, 
January 2020: "Benjamin 
Graham's Timeless Advice"

Investor's Business Daily, October 
2019: "Leading Growth Stocks 
Drive This Hush-Hush Mutual 
Fund's Outperformance"

Barron's, July 2019:  "The Best 
Mutual Funds You’ve Never Heard 
Of"

Investor's Business Daily, June 
2019:  "Top Value Funds (Six 
Month Leaders)"

Kiplinger's Personal Finance, 
March 2019:  "A Tough Year for 
Investors"

Investor's Business Daily, January 
2019:  "Top Value Funds (Six 
Month Leaders)"

Kiplinger's Personal Finance, April 
2018:  "Kiplinger's 25 Favorite No-
Load Mutual Funds"

Investor's Business Daily, February 
2018:  "Top Value Funds (Six 
Month Leaders)"

Money, June 1998: “The World’s Best 
Mutual Funds”

Reuters, February 1998:  
“Fund Risk is as Important as Return”

Barron’s, November 1997:  
“For Warm Fuzzies, Try Homestead”

Money, November 1997: 
“Lift Your Returns with Five Funds that 
Don’t Seek the Spotlight”

Consumer Reports, September 1997:  
“Who Needs a Bond Fund?”

Fortune, August 1997:  
“The Best Mutual Funds for Your 
Retirement”

Smart Money, October 1996:  
“Where to Stash Your Savings”



Definitions
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Active share: A measure of the percentage of stock holdings in a manager's portfolio that differs from the benchmark index. 
Alpha generation: Is any security that, when added to an existing portfolio of assets, generates excess returns or returns higher than a preselected benchmark without 
additional risk. 
Basis points (BPS): A common unit of measure for interest rates and other percentages in finance. One basis point is equal to 1/100th of 1%, or 0.01%, or 0.0001, and is 
used to denote the percentage change in a financial instrument.
Dividend yield: A financial ratio that shows how much a company pays out in dividends each year relative to its stock price.
Earnings per share (EPS): A company's profit divided by the outstanding shares of its common stock. 
Price to book: Companies use the price-to-book ratio to compare a firm's market-to-book value by dividing price per share by book value per share.
Price to cash flow: A ratio used to compare a company's market value to its cash flow. It is calculated by dividing the company's market cap by the company's 
operating cash flow in the most recent fiscal year or, equivalently, dividing the per-share stock price by the per-share operating cash flow.
Price to earnings: The ratio of a company's stock price to the company's earnings per share. The ratio is used in valuing companies. 
Long-term debt to Capital: Ratio that shows the financial leverage of the firm. This ratio is calculated by dividing the long-term debt with the total capital available of 
a company. 
Return on equity: A measure of the profitability of a business in relation to the equity, also known as net assets or assets minus liabilities.



Disclaimer
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Investing in mutual funds involves risk, including the possible loss of principal. Equity securities generally have greater price volatility than fixed-
income securities.  The market price of equity securities may go up or down, sometimes rapidly or unpredictably. Equity securities may decline in value due 
to factors affecting the issuer or equity securities markets generally. Value stocks are subject to the risk that returns on stocks within the style category will 
trail returns of stocks representing other styles or the market overall over any period of time and may shift in and out of favor with investors generally, 
sometimes rapidly, depending on changes in market, economic, and other factors. Investments in value securities may be subject to risks that (1) the issuer’s 
potential business prospects will not be realized; (2) their potential values will never be recognized by the market; and (3) their value was appropriately 
priced when acquired and they do not perform as anticipated. 

Past performance is no guarantee of future results.

Investors are advised to carefully consider fund objectives, risks, charges and expenses before investing. The prospectus contains this and 
other information and should be read carefully before you invest. To obtain a prospectus, call 800.258.3030 or download a PDF at
homesteadfunds.com.

Homestead Funds investment advisor and/or administrator, Homestead Advisers Corp., and distributor, Homestead Financial Services Corp., are indirect, 
wholly owned subsidiaries of NRECA. 05/23

© 2023 Homestead Financial Services Corp., Distributor. All rights reserved.

homesteadfunds.com | 4301 Wilson Blvd. INV8-305 | Arlington, VA 22203
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