
the Russell 2000 indexes. A Morningstar aver-
age of all small cap mutual funds averaged 7.7%  
returns annually over the same period.

“We don’t try to be a five-star fund. There are  
often five-star funds that are hot and then blow up,” 
Scruggs says. “We look at long-term value over a 
market cycle.”

Scruggs launched the Queens Road Small Cap 
Value fund in 2002, investing in companies with 

less than $2 billion in market capi-
talization. For about five years 
he limited ownership to Bragg  
Financial Advisors stakeholders 
and some key clients. Then after 
establishing a track record, the firm 
began to pitch the fund to interested 
clients. And about 18 months ago 
Bragg started soliciting outside 
financial advisers to sell the fund 
to their clients. About 25 advisers 

outside the Bragg office now offer the $52 million 
fund to clients.

Benton Bragg, president of Bragg Financial  
Advisers, says the recent recognition and success 
of the fund reflects the philosophies that guide the  
entire firm: diligence, patience and discipline. But 
he doesn’t intend to begin aggressively marketing 
the mutual fund side of the business. He says the 
firm believes conservative growth is still the best 
strategy. “It validates our disciplined approach,” he 
says about the Morningstar rating. “We try to ignore 
the conventional wisdom you might see on TV. That 
usually leads you to what was hot last year.”
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In the face of  calls to eliminate the 
state’s renewable-energy requirements, 
the N.C. Energy Policy Council has piv-
oted from proposing new clean-energy 
initiatives for the General Assembly to 
protecting existing rules.

The commission, at the instructions 
of  Gov. Bev Perdue, spent much of  2010 
preparing to make recommendations 

for energy initiatives to 
wean the state from reli-
ance on fossil fuels and 
create clean-energy jobs. 
Chairman Tim Toben 
says that with Republi-
cans taking over the leg-
islature and clean energy 
dropping far behind cost-
cutting in priorities, the 
commission has shifted 
ground.

Back in November the 
conservative John Locke 
Foundation called on leg-

islators to repeal Senate Bill 3, which 
established statewide requirements for 
the use of  renewable energy. New Repub-
lican legislatures in Colorado, Minne-
sota, Missouri and Montana have already 
proposed cutting or eliminating such 
state requirements.

It had not been clear that the founda-
tion’s call had much traction in the new 
legislature. But in January, the coun-
cil learned legislators had approached 
Duke Energy Carolinas and Progress 
Energy Carolinas about supporting bills 
to repeal the N.C. law.

“Both Duke and Progress made clear 
they would not support the repeal,” 

Toben says. “But the council felt we had 
to defend the ground already taken.”

The vote was unanimous on the coun-
cil, which includes utility representa-
tives. “We will not be proposing signifi-
cant new energy programs,” Toben adds. 
“There is some work to be done with this 
legislature to educate new folks to the 
benefits of  energy efficiency and renew-
able-energy sources.”

Progress CEO on Duke deal
Bill Johnson, chief  executive of  Prog-

ress Energy Inc., told Forbes magazine 
last week that an unprecedented decline 
in national energy usage in 2009 figured 
into the decision to merge with Duke 
Energy Corp. 

Johnson said that broad-based decline 
was the first since World War II. “We’ve 
seen this in the business cycle, in the 
industrial customers and commercial, 
(but we’ve) never seen in it residential,” 
he said.

He said weak demand at a time of  ris-
ing costs put pressure on all utilities to 
be more efficient. And larger utilities, 
he said, offered greater opportunities for 
efficiencies. “So when our colleagues at 
Duke called and said: ‘you want to talk 
about this?’ we were receptive to the 
offer,” he told Forbes.

Johnson is slated to become Duke’s 
chief  executive if  the $13.7 billion deal to 
sell Progress to Duke is consummated.

Reach senior staff writer John Downey at 
jdowney@bizjournals.com or (704) 973-1130. 
Read his Power City blog at charlottebusiness-
journal.com.

Steve Scruggs says his investment 
picks use a strategy similar to the best-
selling sports book, Moneyball.

Just like author Michael Lewis writes 
about Billy Beane’s development of  the 
Oakland Athletics baseball roster by look-
ing for undervalued players, Scruggs says 
he manages the Charlotte-based Queens 
Road Small Cap Value mutual fund with 
an eye for undervalued small companies.

The method works. The A’s are often 
playoff  contenders. And Queens Road 
recently received a five-star ranking, 
the highest rating, from independent 
research service Morningstar.

“We didn’t invent the philosophy,” 
Scruggs says. “We just looked at other 
folks who have have had the most success 
doing this the longest.”

The Queens Road Small Cap fund is 
one of  two mutual funds run by Char-
lotte’s Bragg Financial Advisors, a fam-
ily-owned wealth management firm led 
by founder Frank Bragg’s three sons and 
Scruggs, his son-in-law.

Scruggs believes the fund has received 
the recognition because of  its strong per-
formance through the recession. Because 
the fund is laser-focused on investing in 
small companies with good long-term 
value, it tends to outperform the markets 
in slow periods and lag some in a boom. 
The years 2008 and 2009 were some of  the 
fund’s best, compared to other funds and 
indexes. It lagged in 2005 and 2006. But 
Morningstar’s research shows over the 
long term, it’s a profitable strategy. 

Since 2002, Queens Road has on average 
reported more than 11% annual returns 
for its investors, compared to 4.9% for 
the S&P 500 and 7.4% for the Russell 2000 
indexes. A Morningstar average of  all 
small cap mutual funds averaged 7.7% 

returns annually over the same period.
“We don’t try to be a five-star fund. 

There are often five-star funds that are hot 
and then blow up,” Scruggs says. “We look 
at long-term value over a market cycle.”

Scruggs launched the Queens Road 
Small Cap fund in 2002, investing in com-
panies with less than $2 billion in market 
capitalization. For about five years he 
limited ownership to Bragg Financial 

Advisors stakeholders 
and some key clients. 
Then after establishing 
a track record, the firm 
began to pitch the fund 
to interested clients. 
And about 18 months 
ago Bragg started solic-
iting outside financial 
advisers to sell the fund 
to their clients. About 
25 advisers outside the 
Bragg office now offer 
the $52 million fund to 
clients.

Benton Bragg, presi-
dent of  Bragg Financial Advisers, says 
the recent recognition and success of  the 
fund reflects the philosophies that guide 
the entire firm: diligence, patience and 
discipline. But he doesn’t intend to begin 
aggressively marketing the mutual fund 
side of  the business. He says the firm 
believes conservative growth is still the 
best strategy. “It validates our disciplined 
approach,” he says about the Morningstar 
rating. “We try to ignore the conventional 
wisdom you might see on TV. That usually 
leads you to what was hot last year.”

Reach staff writer Adam O’Daniel at aodaniel@
bizjournals.com. Read his Bank Notes blog at 
charlottebusinessjournal.com.
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Steve Scruggs says his investment picks use a strate-
gy similar to the best-selling sports book, Moneyball.

Just like author Michael Lewis writes about Bil-
ly Beane’s development of the Oakland Athletics 
baseball roster by looking for undervalued play-
ers, Scruggs says he manages the Charlotte-based 
Queens Road Small Cap Value mutual fund with an 
eye for undervalued small companies.

The method works. The A’s are often playoff con-
tenders. And Queens Road recently received a five-
star ranking, the highest rating, from independent 
research service Morningstar.

“We didn’t invent the philosophy,” Scruggs says. 
“We just looked at other folks who have have had 
the most success doing this the longest.”

The Queens Road Small Cap Value fund is one of 
two mutual funds run by Charlotte’s Bragg Finan-
cial Advisors, a family-owned wealth management 
firm led by founder Frank Bragg’s three sons and 
Scruggs, his son-in-law.

Scruggs believes the fund has received the recog-
nition because of its strong performance through 
the recession. Because the fund is laser-focused on 
investing in small companies with good long-term 
value, it tends to outperform the markets in slow 
periods and lag some in a boom. The years 2008 
and 2009 were some of the fund’s best, compared 
to other funds and indexes. It lagged in 2005 and 
2006. But Morningstar’s research shows over the 
long term, it’s a profitable strategy.

Since 2002, Queens Road has on average report-
ed more than 11% annual returns for its investors, 
compared to 4.9% for the S&P 500 and 7.4% for 

Bragg fund earns 5-star rating


