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A skeptic’s eye helps drive performance for

Thrivent Mid Gap Value Fund

By Gene Walden, Senior Finance Editor | 03/28/2023
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Question everything.

That philosophy helped Graham Wong guide Thrivent Mid Cap Value Fund (TMCVX) through the
ups and downs of the past three years since the Fund'’s inception in March 2020 — just as COVID-
19 was set to explode across the globe.

The Fund received a 5-Star Overall Morningstar™ Rating out of 386 Mid-Cap Value funds
period ending February 28, 2023, based on risk-adjusted performance.

Wong’s search for truth has evolved from years of witnessing overzealous projections, errant
consensus opinions, and outright corporate fraud. He entered the investment industry at the height
of the Dot-Com crash of the early 2000’s when Enron and WorldCom both collapsed like a house of
cards. “I'm naturally optimistic,” said Wong, “and | want to believe that people are honest, but going
through the Dot-Com era made me really understand that management can lie, and that we really
have to roll up our sleeves and do our own analysis.”

That sense of skepticism was reinforced during the Great Financial Crisis of 2008-09 when some
other venerable Wall Street institutions, like Lehman Brothers and Bear Sterns, bit the dust. “There
were a lot of people who didn't believe we had a crisis, who didn't believe the banks were going to
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fail. There were people who thought Lehman would survive, and they bought it when it looked
cheap before it went to zero. So, both of those experiences really taught me to be skeptical, to do
our own independent analysis, and to be critical.”

Wong, a native of Hong Kong, says his drive to question everything was instilled by his mentor at
his first job, Susan Byrne, the founder of Dallas-based Westwood Management. “She was one of
the strongest out-of-the-box thinkers I've ever worked with,” said Wong, “and she taught me to
always question consensus views.”

After coming to Thrivent in 2013, Wong worked with Thrivent Large Cap Value Fund Manager Kurt
Lauber and Thrivent Head of Equities Matt Finn, who challenged him to push even harder on
research and analysis. While Finn stressed the importance of risk management, Lauber encouraged
him to maintain an impeccable investment process. “Kurt asked really tough questions, and always
pushed me to dig deeper. The objective is to dig deep enough to find that nugget that gives us the
conviction to buy the stock.”

A step ahead of the market

Thrivent Mid Cap Value Fund not only outperformed its benchmarks (Russell Mid Cap Value and the
Morningstar Peer Group) each of the three years from 2020 through 2022 during the 2020 COVID-
19 shutdown, but also during the 2021 bull market and the 2022 bear market. Wong credits the
Fund’s performance to the flexibility that active management affords.

“Active management really allows us to concentrate our portfolio into our best ideas. And, unlike
passive products, we don't have to own the bad companies; we only own our best ideas.” That
flexibility is especially important for value investing. “Cyclical investing is a big part of value
investing, so when we're at the trough, for instance, we're nimble enough to buy the companies that
we believe will benefit from the recovery.”

In 2020, when the Fund was launched, the ultimate impact of COVID-19 was not yet on the radar,
but Wong said economists had already been predicting a recession within two to three years.

“Given that we were in the tenth year of a long economic cycle, it just felt like the right thing to be a
little bit more defensive and own late-cycle names. We really benefited from the sharp correction in
March and April of 2020. Then at the bottom, we noticed that a lot of the cyclical companies were
trading at excessive discounts, so we pivoted to those companies. As a result, we benefited on the
way down, pivoted to more cyclical, early-cycle companies, and benefited again on the way up.”

During the early days of the pandemic, the Fund shied away from companies like airlines and hotels
that would likely be severely affected by the shutdown. But Wong had to take some calculated risks
to find the adversely affected companies that could bounce back the best. One of the Fund’s
biggest winners was Sysco, a major food supplier for bars and restaurants.
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“The question we asked ourselves was, ‘how long could restaurants be completely shut down
before Sysco would face liquidity issues?’” recalled Wong. “After our analysis, the answer we came
to was two-and-a half years. So, then our decision at the time was, ‘do we believe COVID is going
to lead to restaurants being closed for more than two-and-a-half years?’ It's an easy question to
answer now in hindsight, but at the time, COVID was new, and we didn't know, but we believed that
that would not be the case. As a result, we bought the stock, and it was a fantastic winner for us.”

Rolling through the rollercoaster ride

“Value managers try to be non-consensus,” explains Wong. “We try to zig when the market zags.” In
2021, near the bottom of the market, Wong pivoted to stocks that the Fund team believed had been
overly punished in the market downdraft. As a result, the Fund rallied during the bull market of 2021,
outperforming in eight out of the 11 major sectors.

“It was the first year that value outperformed growth, and we particularly benefited in the Information
Technology sector,” said Wong. The Fund had added some lesser-known tech names like Jabil, an
electronic manufacturing service company. “They're not the Teslas or the Apples of the world, but
they make the iPhones, and they make certain components for Tesla. Jabil became a higher
margin, high free cash flow generating company as the industry consolidated.”

In 2022, after tweaking the portfolio again, the Fund outperformed the market in nine out of 11
sectors. “The headwind in 2022 was obviously inflation,” recalled Wong, “so we made sure that we
owned companies that had strong pricing power to deal with that environment.”

One example was Dollar Tree, which, as Wong termed it, “debucked,” raising prices from $1.00 to
$1.25. “As a consumer, | don't know if they notice it or not, but as an analyst, 25 cents is a 25%
price increase. So, that's fabulous pricing power for them in an inflationary environment.”

Another value pick was D.R. Horton, a homebuilder whose stock price nosedived as mortgage rates
surged. The stock dropped to around one times valuation to its existing inventory. “What that
means,” explained Wong, “is that the inventory was worth more than the entire company. You could
sell it, pay off debt, and still have more money than the stock was worth. The actual business was
being given away for free.”

The secret sauce

Wong insists there’s no persistent theme that guides his portfolio management process. “But if there
is one, we like ‘boring.” We don't own headline stocks — that's not our strength. We tend to avoid
them because it's a crowded area. Instead, we try to own high-quality companies that are neglected
and undervalued.”
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In shaping the portfolio, macro factors are less of a concern than stock selection. “We don't try to
win by getting the macro picture right,” asserts Wong. “We frequently ask ourselves: ‘what inning of
the market cycle are we in?’ And we tilt the portfolio accordingly. But we think of macro factors more
from a risk management perspective. We're trying to neutralize factor risks and make sure we don't
have any unintended bets. We really try to take all our risks in the stock selection bucket and win by
picking stocks.”

Wong defines value as “undervalued companies with high or improving economic returns,” which he
believes differentiates the Fund from other value managers who might be more interested in the
price of the stock rather than the quality of the company. “We also tend to shy away from buying
these high growth, high value highfliers because we're worried about what may happen if growth
decelerates.

“In terms of market conditions, we are bottom-up stock pickers, and we don't make market calls. We
strive to outperform regardless of whether the market goes up or down by rigorously vetting the

companies we own.”

One example is Lamb Weston, which supplies the potatoes for McDonald's French fries. “We keep
track of the potato crop because if they get the larger potatoes, that's where they can charge a
premium price to make longer French fries. That's an example of the type of boring stocks that we
like to own.”

Drilling deeper

The Fund looks for stocks with what Wong calls an “asymmetric reward/risk profile.” They start with
the downside. “Can we quantify the downside and is it limited (to around 20% or less)? On the
upside, we look for a multiple of the downside. Our asymmetric reward/risk ratio is about three times
or more upside than downside.”

Wong may also consider history in determining when to buy or sell a stock. “We want to know
where these stocks have traded to in a weak environment, or what's a good support level when they
experience issues? Would that be based on something like their asset valuation or their cash flows?
We run through multiple scenarios to figure out the downside, but it needs to be quantifiable. And
the key there is that we use our own proprietary research and modeling, and we're not relying on
consensus or sell side for that.”

The importance of working with an experienced research team is not lost on Wong. His Fund Co-
Manager, Nick Griffith, holds Doctor of Medicine and MBA degrees, as well the Chartered Financial
Analyst (CFA) designation. “His background obviously is very strong in Health Care, and he's
already adding alpha there, helping to pick stocks,” said Wong. “He’s also particularly strong in
gathering and analyzing data for us.”
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To stay in shape, Wong plays basketball in his off hours and also coaches his son’s youth team. “I
really appreciate the sport of basketball because it teaches you to be a team player.” Those skills
have translated into more success in the asset management world, as well, where Team Wong has
navigated the ups and downs of a turbulent market to execute a winning strategy for the Fund.

Past performance is not necessarily indicative of future results.
All information and representations herein are as of 03/28/2023, unless otherwise noted.

The views expressed are as of the date given, may change as market or other conditions change, and may differ
from views expressed by other Thrivent Asset Management, LLC associates. Actual investment decisions made by
Thrivent Asset Management, LLC will not necessarily reflect the views expressed. This information should not be
considered investment advice or a recommendation of any particular security, strategy or product. Investment
decisions should always be made based on an investor's specific financial needs, objectives, goals, time horizon,
and risk tolerance.

Medium-sized companies often have greater price volatility, lower trading volume, and less liquidity than larger,
more established companies. The Fund’s value is influenced by a number of factors, including the performance of
the broader market, and risks specific to the Fund’s asset classes, investment styles, and issuers. The Adviser's
assessment of investments may prove incorrect, resulting in losses or poor performance. Securities markets
generally tend to move in cycles with periods when security prices rise and periods when security prices decline.
These and other risks are described in the prospectus.

Any indexes shown are unmanaged and do not reflect the typical costs of investing. Investors cannot invest directly
in an index.

This article refers to specific securities which Thrivent Mutual Funds may own. A complete listing of the holdings for
each of the Thrivent Mutual Funds is available on thriventfunds.com.

Thrivent Mid Cap Value Fund Top 10 Holdings as of 1/31/2023: Celanese Corporation: 2.87%, Sensata
Technologies Holding plc: 2.68%, D.R. Horton, Inc.: 2.29%, Berry Plastics Group, Inc.: 2.27%, Tapestry, Inc.: 2.24%,
Axalta Coating Systems, Ltd.: 2.20%, Pioneer Natural Resources Company: 2.17%, Host Hotels & Resorts, Inc.:
2.15%, Crane Holdings, Company: 2.08%, Wintrust Financial Corporation: 2.08%

A high rating does not necessarily imply that a fund had the best total performance or that the fund achieved positive
results for that period. Please see the Performance section for results as of the most recent month- and quarter-end.

The Morningstar Rating™ for funds, or "star rating", is calculated for managed products (including mutual funds,
variable annuity and variable life subaccounts, exchange-traded funds, closed-end funds, and separate accounts)
with at least a three-year history. Exchange-traded funds and open-ended mutual funds are considered a single
population for comparative purposes. It is calculated based on a Morningstar Risk-Adjusted Return measure that
accounts for variation in a managed product’'s monthly excess performance, placing more emphasis on downward
variations and rewarding consistent performance. The top 10% of products in each product category receive 5 stars,
the next 22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars, and the bottom 10%
receive 1 star. The Overall Morningstar Rating for a managed product is derived from a weighted average of the
performance figures associated with its three-, five-, and 10-year (if applicable) Morningstar Rating metrics. The
weights are: 100% three-year rating for 36-59 months of total returns, 60% five-year rating/40% three-year rating for
60-119 months of total returns, and 50% 10-year rating/30% five-year rating/20% three-year rating for 120 or more
months of total returns. While the 10-year overall star rating formula seems to give the most weight to the 10-year
period, the most recent three-year period actually has the greatest impact because it is included in all three rating
periods.

© 2023 Morningstar, Inc. All rights reserved. The information contained herein: (1) is proprietary to Morningstar
and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete,
or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any
use of this information. Past performance is no guarantee of future results.
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Related insights

JUNE 2023 MARKET UPDATE

Debt crisis averted while tech stocks surge

The debt ceiling debate weighed on markets over the month of May, but a last-minute

agreement by Congress and the President helped lift the equities market—with technology-
related stocks leading the way.

06/07/2023

FUND COMMENTARY [PODCAST]

How fixed income has evolved in a

shifting economy [PODCAST]

Checking in on Q2 fixed-income trends, the factors driving performance, and what investors
should expect going forward.

06/06/2023

Commercial real estate challenges
impacting markets

Concern is growing over the commercial real estate (CRE) market, its impact on CRE loans,
and ultimately its potential effects on financial institutions, capital markets, and the overall
economy.
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05/26/2023

FUND COMMENTARY [PODCAST]

Small and mid caps: Learning from the
experts [PODCAST]

We talk with investment team leaders about how they’'ve delivered competitive performance in
the small- and mid-cap space.

05/23/2023
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PRIVACY & SECURITY Thrivent Distributors, LLC © 2023.

Call us. We're here to help. 800-521-5308
Monday through Friday: 8 a.m. to 5 p.m. Central time.

Check the background of Thrivent Distributors, LLC on FINRA's BrokerCheck.

Investing involves risks, including the possible loss of principal. The prospectus and
summary prospectus contain more complete information on the investment objectives,
risks, charges and expenses of the fund, and other information, which investors should read
and consider carefully before investing. Download Thrivent Mutual Funds, Thrivent ETFs,
Thrivent Variable Portfolios and Thrivent Interval Funds prospectuses, and when available
summary prospectuses, or call 800-521-5308.

No communication or content, including investment analysis tools and information about the
Thrivent’s investment products, on this website is intended to provide investment advice or
recommendations of any kind nor is it a solicitation to buy or an offer to sell any security and may
not be relied upon as such. The information provided is also not intended as a source for tax, legal
or accounting advice. Please consult with a legal and/or tax professional for specific information
regarding your individual situation. Thrivent Distributors, LLC has undertaken no review of the
individual circumstances of any investor and makes no representations with respect to the suitability
of any investment for a particular investor.

Thrivent Distributors, LLC, member_ FINRA/SIPC, is the distributor for Thrivent Mutual Funds,
Thrivent Variable Portfolios, and Thrivent Interval Funds. ALPS Distributors, Inc., member FINRA, is
the distributor for Thrivent ETFs. Asset management services for the Thrivent Mutual Funds,
Thrivent Interval Funds and Thrivent ETFs are provided by Thrivent Asset Management, LLC, an
SEC-registered investment adviser. Thrivent, an SEC-registered investment adviser, provides asset
management services for the Thrivent Variable Portfolios. Thrivent Distributors, LLC, and Thrivent
Asset Management, LLC are subsidiaries of Thrivent, the marketing name for Thrivent Financial for
Lutherans. ALPS Distributors, Inc. is not affiliated with Thrivent or any of its subsidiaries.
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For U.S. investors only. This site is intended for financial professionals.
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