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July Changes: 

 
 
Summary of Month’s Action: 
  

The S&P 500 gained 3.2% during the month of July. Energy, Communication Services, and 
Financials were the standout performers. Healthcare, Real Estate and Consumer Staples lagged the 
market in July. Top gainers in Lincoln Capital portfolios, on a percentage basis, for the month of July 
were Schwab, Generac, and Textron, which were up 16.6%, 15.8%, and 15.0%, respectively. Negative 
holdings for the month were AmerisourceBergen, Microsoft, and T-Mobile, which declined 2.9%, 1.4%, 
and 0.8%, respectively. Generac will be discussed below.   
 
 Schwab posted their second quarter results during July and the market approved. While still 
losing deposits, the pace has dramatically declined as management assumed it would; in fact, peak 
utilization of expensive short-term funding (brokered CDs and FHLB) occurred in May and has since 
declined. Also encouraging was Schwab commentary on their Advisor Services business, which serves 
RIAs like Lincoln Capital. Advisor Services has swung from deposit outflows to inflows and this segment 
has typically led the retail business. If a recession is avoided and rates play out as expected, we believe 
Schwab will provide attractive returns from today’s levels.   
 
 Microsoft also reported a strong Q4 (MSFT has a June fiscal year end). Additionally, the pricing 
strategy of the Microsoft 365 Co-Pilots was announced. The Co-Pilots utilize generative AI and are added 
functionality to classic Microsoft productivity tools like Outlook, Excel, Word and PowerPoint. Microsoft 
will be charging an additional $30 per user per month for this product. With approximately 400 million 
Office users globally, Co-Pilots have the potential to be a large profit driver for Microsoft going forward.  
Broader release of these tools is still a few quarters out. 
 
 We added a position in Generac, which initially did well, and then did quite poorly. Generac is 
the leader in home standby (HSB) generators, with a market share position exceeding 75% by some 
estimates. Since IPO (2010), the stock has trounced the S&P 500 as more and more homeowners add 
HSB units. Power outages have become more prevalent due to issues with both supply and demand.  
Extreme weather like hurricanes or the Texas freeze in 2021 have caused supply interruptions, as have 
preemptive power shutoffs in places like California to avoid wildfires. Additionally, to meet regulatory 
standards, more power supply is being produced by renewable resources, which lacking an economic 
storage solution, can produce power intermittently. On the demand side, the consumption of electricity 
is expected to grow strongly due to electric vehicles. This all coincides to create an unreliable power 
supply and demand environment, and thus increases the appeal of a second source of power for 
homeowners.    
 
  

New Additions Complete Sales Partial Sales Additional Buys % Of Account Traded New Additions Complete Sales Partial Sales Additional Buys % Of Account Traded
GNRC 1.6% GNRC 1.7%

Tax-Deferred Taxable



 
 

As mentioned, demand has been strong for GNRC, especially in recent years as homeowners 
had extra money to spend and spent more on their homes. GNRC initially didn’t have capacity to serve 
this demand. Once GNRC expanded capacity, the bottleneck moved to its distributors who lacked the 
labor to actually install the product. Extra production capacity without the ability to install it led 
inventory to build up at the dealers and at GNRC. Generac under shipped demand to reduce inventory 
and this is the driver of the low sales in the first half of 2023. Once inventory was right-sized, Generac 
would be able to ship to similar rates as end market demand, and increased installation capacity at the 
dealers would be gravy.  
 
Unfortunately, Generac’s Q2 report flagged waning consumer demand and, therefore, a longer 
timeframe to clear channel inventory. This is a troubling development for us. Overtime Generac’s sales 
have been volatile and determining the baseline trend is difficult. Our conviction is rattled and will likely 
be looking for an attractive exit point, barring new information. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

Portfolio Holdings (07/31/2023)

Name Weight
Forward 

P/E Sector

Goldman Sachs ETF Trust - Goldman Sachs ActiveBeta U.S. Large Cap Equity ETF (ARCA:GSLC) 19.22% - Financials
Microsoft Corporation (NasdaqGS:MSFT) 12.07% 30.47 Information Technology
UnitedHealth Group Incorporated (NYSE:UNH) 7.28% 19.20 Health Care
Amazon.com, Inc. (NasdaqGS:AMZN) 6.21% 76.52 Consumer Discretionary
The Charles Schwab Corporation (NYSE:SCHW) 6.07% 18.90 Financials
iShares Trust - iShares MSCI USA Quality Factor ETF (BATS:QUAL) 5.80% - Financials
Apple Inc. (NasdaqGS:AAPL) 5.10% 31.18 Information Technology
The Select Sector SPDR Trust - The Utilities Select Sector SPDR Fund (ARCA:XLU) 4.12% - Financials
T-Mobile US, Inc. (NasdaqGS:TMUS) 3.66% 15.56 Communication Services
Advanced Micro Devices, Inc. (NasdaqGS:AMD) 3.54% 36.25 Information Technology
Vanguard Wellington Fund - Vanguard U.S. Momentum Factor ETF (BATS:VFMO) 3.39% - Financials
AmerisourceBergen Corporation (NYSE:ABC) 3.31% 15.38 Health Care
Dollar General Corporation (NYSE:DG) 3.17% 16.55 Consumer Staples
Mondelez International, Inc. (NasdaqGS:MDLZ) 3.07% 21.95 Consumer Staples
JPMorgan Chase & Co. (NYSE:JPM) 2.88% 10.49 Financials
Alphabet Inc. (SNSE:GOOGL) 2.86% - Communication Services
Bank of America Corporation (NYSE:BAC) 2.25% 10.02 Financials
Emerson Electric Co. (NYSE:EMR) 2.17% 20.49 Industrials
Generac Holdings Inc. (NYSE:GNRC) 1.70% 21.47 Industrials
Textron Inc. (NYSE:TXT) 1.55% 14.19 Industrials
US Dollar (USD) 0.58% - Cash

Total 100.00%

Taxable Models

Sector Weights Relative to the S&P 500:

Portfolio Benchmark
Market Capitalization (mm) (mm) 829,977.27 692,436.84
Forward P/E 20.45 20.33
P/Diluted EPS Before Extra 21.49 23.08



 

 

Portfolio Holdings (07/31/2023)

Name Weight
Forward 

P/E Sector

Goldman Sachs ETF Trust - Goldman Sachs ActiveBeta U.S. Large Cap Equity ETF (ARCA:GSLC) 19.43% - Financials
Microsoft Corporation (NasdaqGS:MSFT) 10.84% 30.47 Information Technology
UnitedHealth Group Incorporated (NYSE:UNH) 7.20% 19.20 Health Care
iShares Trust - iShares MSCI USA Quality Factor ETF (SNSE:QUAL) 6.88% - Financials
Amazon.com, Inc. (NasdaqGS:AMZN) 6.45% 76.52 Consumer Discretionary
The Charles Schwab Corporation (NYSE:SCHW) 6.28% 18.90 Financials
Apple Inc. (NasdaqGS:AAPL) 4.29% 31.18 Information Technology
The Select Sector SPDR Trust - The Utilities Select Sector SPDR Fund (ARCA:XLU) 4.10% - Financials
T-Mobile US, Inc. (NasdaqGS:TMUS) 3.97% 15.56 Communication Services
AmerisourceBergen Corporation (NYSE:ABC) 3.83% 15.38 Health Care
Alphabet Inc. (SNSE:GOOGL) 3.59% - Communication Services
Advanced Micro Devices, Inc. (NasdaqGS:AMD) 3.57% 36.25 Information Technology
Dollar General Corporation (NYSE:DG) 3.10% 16.55 Consumer Staples
Vanguard Wellington Fund - Vanguard U.S. Momentum Factor ETF (BATS:VFMO) 2.91% - Financials
JPMorgan Chase & Co. (NYSE:JPM) 2.85% 10.49 Financials
Mondelez International, Inc. (NasdaqGS:MDLZ) 2.62% 21.95 Consumer Staples
Emerson Electric Co. (NYSE:EMR) 2.28% 20.49 Industrials
Bank of America Corporation (NYSE:BAC) 1.63% 10.02 Financials
Generac Holdings Inc. (NYSE:GNRC) 1.60% 21.47 Industrials
Textron Inc. (NYSE:TXT) 1.56% 14.19 Industrials
US Dollar (USD) 1.01% - Cash

Total 100.00%

Sector Weights Relative to the S&P 500:

Tax-Exempt Models

Portfolio Benchmark
Market Capitalization (mm) (mm) 797,589.97 692,436.84
Forward P/E 20.45 20.33
P/Diluted EPS Before Extra 21.59 23.08


