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NOTE:  Information contained in this document is of a confidential nature and is intended to be viewed only by those individuals 
to whom it is distributed by Segal Rogerscasey.  This document and/or the information contained herein may not be disclosed 

(verbally or in writing), in whole or in part, to any third party without the express written consent of Segal Rogerscasey. 
 

Firm Description 
 

 

Founded in 1966 by Hirschel Abelson, Stralem and Company (“Stralem”) is a Registered 
Investment Advisor based in New York City. Abelson is the President and Chief Investment 
Officer of the firm. Prior to founding Stralem, Abelson was at Ladenburg, Thalmann where he 
was a Partner since 1956. The firm was initially 100% equally owned by Abelson and Philippe 
Baumann, former Executive Vice President, but in November 2006, the firm began distributing 
shares to three senior members of the firm, Adam Abelson (1998), Philippe Labaune (1997) and 
Andrea Baumann Lustig (2003), who are regarded as the firm’s next generation of 
management. On February 2012, it was announced that Baumann had passed away and the 
firm is in the process of buying back his shares. Currently, Abelson remains majority 
shareholder, holding approximately 60%, however this amount is expected to decrease over 
time. 

Stralem only offers the single Large Cap Equity strategy. As of September 30, 2012, the firm 
employed 16 employees and had assets under management of approximately $3.6 billion 
across over 400 accounts, of which nearly 93% were managed in separate accounts. 

 

FIRM FACTS 

Firm Name Stralem & Company Incorporated

Firm: Year Firm Founded 1966

Firm: City New York

Firm: State/ Province New York

Firm: Country United States

Total AUM ($mm) $3,593

Total Employees 16

% Employee Owned 100.00%

Firm: Website Address www.stralem.com  

Source: eVestment Alliance 
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Strategy Description 
 

Stralem’s Large Cap Equity Strategy (the “Strategy”) was launched in January 1967 and is 
managed by Adam Abelson, senior portfolio manager. Abelson began his investment career at 
Stralem back in 1998. He is now responsible for directing the research effort of the investment 
team as well as overseeing the management and implementation of Stralem’s proprietary 
Relative Growth Valuation (“RGV”) model. Abelson is supported by Michael Alpert, Edward 
Cooper and Andrea Baumann Lustig. He is also able to leverage the experience and tenure of 
Hirschel Abelson and Irene Bergman, both of whom have been with the firm for nearly four 
decades and have been in the industry for over 50 years. Andrew Eras, Director of Institutional 
Asset Management, and Philippe LaBaune, Head Trader, also provide investment insight to the 
Strategy, but operate in different roles within the firm as well.   

The Strategy’s objective is to generate alpha by having a fundamentally driven, disciplined 
process that is also quantitatively enhanced.  The team’s investment philosophy is based on the 
belief that there are four different market environments in which the economy can operate in: 
two bull markets and two bear markets. Each of these market environments is characterized by 
either valuation or momentum drivers. By adapting the portfolio construction process to these 
various market environments, the team is able to capture and exploit alpha generation in a full 
market cycle, which typically takes 10-15 years to completely cycle around. The team identifies 
macro-economic trends that may indicate which market environment the economy is currently 
in, and then develops these views into investable thematic portfolio trends.  These views are 
reflected in the Strategy through portfolio construction, which is broken down into two sectors 
and five categories. The two sectors are Up Market Stocks (“UMS”) and Down Market Stocks 
(“DMS”). The UMS are companies that typically capture the upside and participate when 
markets rise. These stocks can be classified into three categories: New Industries (i.e. market 
innovators, leaders in current cycle), New Products (i.e. more mature firms with horizontal 
growth) and Dominant Firms (i.e. increasing market share, leading global brands). On the other 
hand, DMS companies provide protection and capital preservation when markets are declining, 
and are categorized into two groups, Low Ratio of Price/Cash Flow (i.e. fundamentally and 
financially secure) and High Dividend Yield (i.e. increasing dividend above inflation rate).  

The investment universe, which is defined by the S&P 500 index, is categorized within these five 
categories based on the team’s investment expertise and judgment. Once the companies are 
classified, the team will conduct fundamental stock research to identify securities that have 
consistent long-term earnings growth, high level of earnings purity, strong margins, strong 
management and leadership in industry. The fundamental research is coupled with Stralem’s 
RGV model, which measures a company’s GAAP earnings with its relative price level and 
outputs a score. The RGV model uses ratios such as EPS Growth and P/E ratio to produce the 
score. The model is a key component in the team’s buy/ sell disciplines as well as a determining 
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factor in sector and category weightings. For instance, if the RGV score is below or at market, 
the team will not buy the stock because the portfolio would be overpaying for growth. 
Conversely, the team must sell a stock if the RGV score falls to the market level or a material 
change to a security occurs that the firm views is detrimental to the security's prospects. 

The Strategy typically holds between 28-35 stocks and the composition of the portfolio is a 
result of the bottom-up stock selection process.  Individual positions may not exceed 10%, and 
holdings of more than 7% are reviewed regularly with an eye toward scaling them back. There 
are no sector or industry limitations as the team believes the portfolio is a result of bottom-up 
stock picking. The portfolio looks to remain fully invested; cash is a residual of the investment 
process and is limited to 5% of the portfolio. As of September 30, 2012, the Large Cap Equity 
strategy had $3.6 billion in assets under management.   

STRATEGY FACTS 

Product Name Large Cap Equity Strategy

Product: Product Inception Date 01/01/1967

Product: Primary Universe eA US Large Cap Growth Equity

Current AUM $3,593

Current Cash Position 3.7%

Current # of Holdings 30

% Holdings In 10 Largest Stocks 38%
Portfolio Turnover (LTM) 30%  

Source: eVestment Alliance 
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Advantages and Issues 
 

ADVANTAGES 

• We believe that Stralem employs talented investors, some of whom have been 
managing the Large Cap Equity strategy for over three decades. A great deal of the 
research process is based on their judgment and past investment experience. 

• Stralem’s investment team has been stable; there have only been two departures from 
the team since the firm’s inception, one of which was a retirement and the other was a 
death. The team is able to leverage the vast and lengthy investment experience of firm 
founder, Hirschel Abelson, who has been in the industry since 1956.  

ISSUES 

• The majority of the fundamental research that the team performs is through the 
utilization of publicly available data such as company financial statements and Wall 
Street research; competitors that have internal research capabilities may hold an 
information edge.  

• The Relative Growth Valuation model that the team uses is rudimentary and has not 
been changed nor tweaked since it was implemented when the strategy was incepted in 
the 1960s. Management does not believe a review of the RGV model is warranted 
because it has worked for them thus far, so no need for an assessment. 

• A great deal of the investment process is based on the judgment of the portfolio 
management team, which could result in returns that vary greatly from the strategy’s 
respective benchmark. The Large Cap Equity strategy outperformed the S&P 500 Index 
by approximately 10% in 2008 and approximately 7% in 2011; however, it 
underperformed the index in 2009 (-5% relative), 2010 (-4%), and year-to-date (-7%). 
Tracking error has been between 3-5% over the past 10 years.  

• In our view, the philosophy and process employed by the firm is one that emphasizes 
market timing; we believe this is a difficult approach to be successful with. The team will 
analyze GDP/growth rates of various major countries, unemployment rates, company 
earnings forecasts, etc. and determine which market cycle the economy is operating in. 
We do not believe the investors at Stralem have demonstrated any superior aptitude 
that would indicate they are able to take advantage of these top down calls better than 
its peers. 
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Validation/Performance 
 

 

 

NOTE:  Be advised investments fluctuate in value and the value of the investments when sold may be greater or lesser 
than the original cost.  Segal Rogerscasey does not warrant or guarantee any level of performance by any investment 
manager or investment or that any investment will be profitable over time.   The performance data noted herein represents 
past performance and does not guarantee future results. 
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History and Recommendation 

HISTORY WITH PLAN 

• The relationship between The Town of Palm Beach Retirement System and Stralem’s 
Large Cap Equity strategy began in April 2006. There have been no investment guideline 
changes since inception of the account. However, in August 2011, Stralem did receive 
restrictions on stocks doing business in Sudan but this did not impact the portfolio.  

• The mandate is a separate account and the fees charged are approximately 78 basis 
points on the $6.3 million in assets.  

• Fee schedule:  
– First $5 million 80 bps 
– Next $20 million 70 bps 
– Remaining balance 50 bps 

• Minimum initial investment is $5 million 

• No fee minimums 
 

RECOMMENDATION 

• We believe there are better alternatives to the Stralem Large Cap Equity Strategy. While 
the firm possesses some talented investors and have tenure managing the Strategy, we 
feel that the team’s processes and factors are rather rudimentary. As such, we do not 
believe the Strategy is overly innovative or that their fundamental stock research has 
the potential to add significant alpha. 
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