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To Our Shareholders,  

For the quarter ended March 31, 2018, the KEELEY Small Cap Value Fund’s net asset value (“NAV”) per Class A 
share declined 1.80% versus a loss of 2.64% for the Russell 2000 Value Index.  

Commentary

�e �rst quarter of the new year can be characterized as an eruption of market turbulence.  Exiting the prior year on 
an ebullient note, the market rally continued into January, propelled by strong corporate earnings, corporate tax 
cuts, and a weakening dollar that supported exports.  Following an extended period of rising markets, driven by 
global quantitative easing, the quarter saw a return of volatility, with sharp declines in February and March.  Two 

threats to the story of synchronized 
global recovery caused volatility 
indexes to surge: trade wars and 
in�ation.  Another cause of market 
turbulence has been the shift of fund 
�ows to computer driven passive 
investing.  Exchange traded funds 
accounted for as much as forty percent 
(40%) of total stock trading on market 
decline days.  Against this backdrop, 
we believe that stock pickers are 
entering an environment where they 
can demonstrate their ability to add 
value. �is is evidenced by the primary 
driver of the Fund’s outperformance 
this quarter being stock selection.

As tari�s on a list of over 1,300 
targeted goods was released for public 
review, China proposed to reciprocate 
in kind.  �e many twenty-�ve 
percent (25%) levies now bandied 
about threaten disruption to industrial 
production levels and the injection of 
in�ation into the economic system.  
Markets tumbled and gyrated as 
investors attempted to gauge the 
potential negative impacts, forecasting 
which businesses were most at risk 
and wagering on the likelihood that 
coming negotiations could pacify the 
growing hostility over international 
trade.  Small cap stocks, which 
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generate approximately nineteen percent (19%) of their revenue from overseas, had their best January performance 
since 2013.  �is held steady in March, while larger multinationals, with approximately thirty-nine percent (39%) 
overseas exposure, stumbled given their greater sensitivity to trade and protectionism.

While consumers rode high in February, marking the highest consumer con�dence levels in eighteen years and the 
lowest unemployment levels in seventeen years, the Federal Reserve’s ‘curious case of the missing in�ation’ (2017) 
appeared to receive a new designation of ‘case closed.’  Wage growth accelerated in January to two point nine 
percent (2.9%), the strongest gain since mid-2009, and the Consumer Price Index (CPI) topped analyst estimates, 
holding to an above two percent (2%) trend.  Incoming Federal Reserve chairman Jerome Powell concurred that 
“in�ation is moving up to target.”  Yields on the US two-year to ten-year treasury notes began a sharp, upward 
move as in�ation fears and higher rates were both incorporated into market outlooks.  Generally, economists 
expect four Federal Reserve interest rate hikes in 2018 and four more in 2019.  Recessions tend to occur when 
there is an over-tightening of monetary policy, which we do not envision in the near term.  Broadly considered, the 
global economy continues to demonstrate the �rst synchronized economic expansion in many years, supported by 
stabilized commodity prices and steadily climbing industrial output.  Much of the same is re�ected domestically, 
yet with added drivers such as recently enacted corporate tax reform.

�e current bull market marked its ninth anniversary in March.  While some valuations appear stretched, many 
companies have been left behind, as value stocks have underperformed growth stocks for the past decade.  Given 
the outlook for an improving economy, accompanied by near record low unemployment, we remain constructive on 
the outlook for continued market gains, as we seek to uncover the mispriced equities of companies selling at a 
discount to intrinsic value.  At Keeley Teton, we focus on underfollowed and misunderstood companies that are 
implementing restructuring changes to close that discount.  We employ fundamental research and bottom-up 
analysis to identify potential catalysts that could ultimately unlock this value.

For our portfolios, a major historical performance driver has been merger and acquisition activity.  Global deal 
making year-to-date has crossed the $1 trillion mark, the fastest it has reached that level, as a wave of consolidation 
spreads across the U.S. and activity in the UK, China, Germany and Japan accelerates.  Buoyed by quickening 
economic growth, tax cuts, and strong business con�dence, boardrooms are reassessing the capital they can plough 
into acquisitions. Deal making is up more than �fty percent (50%) from a year ago and approximately twelve 
percent (12%) from the same point in 2007, the high-water mark for mergers and acquisitions, according to 
Dealogic.  Also, according to �omson Reuters, a record $1 trillion of cash was pledged toward private equity 
funds last year in search of higher returns.  In many cases, institutional investors are turning to active microcap 
equity as a proxy for private equity.  Small cap companies are increasingly being acquired by larger corporations 
challenged by anemic organic top line growth.  In the Fund, �ve such companies were acquired last year, and two 
in the �rst quarter of this year.  Kapstone Paper and Packaging (KS) is being consolidated by larger competitor, 
WestRock (WR) at a thirty-two (32%) premium, and HRG Group is being acquired by Spectrum Brands (SPB) 
simplifying its ownership structure.

In the �rst quarter of 2018, the Fund’s performance was driven by strong stock selection in Energy, Materials, 
Technology and Real Estate.  Delek (DK, up 17%) bene�tted from strong re�ning margins given widening oil 
price di�erentials as well as the accretive acquisition of Alon Energy, and SRC Energy (SRCI, up 11%) �nally 
delivered on its production goals, leading to strong relative outperformance.  Additionally, the Fund was 
underweight Energy, the worst performing sector Energy (down 11%).  In Materials, Kapstone Paper and 
Packaging (KS) jumped �fty-two (52%) in the quarter on its acquisition by WestRock.  Posting fourth quarter 
results showing improved operations from missteps earlier in 2017, Mitel (MITL) and WEX Inc. (WEX) were up 
thirteen percent (13%) and eleven percent (11%), respectively, versus the Technology sector that was down two 
point nine percent (2.9%) for the quarter.  Ryman Hospitality (RHP) increased fourteen percent (14%) on better 

than expected fourth quarter results and improved 2018 guidance adding to outperformance against the second worst 
sector, Real Estate, which was down eight percent (8%).

On the negative side, stock selection in Industrials and Consumer Discretionary detracted from the Fund’s 
performance.  Macro concerns, which we believe are unfounded, impacted Air Lease (AL) - down eleven percent 
(11%) due to the negative prospects of a trade war, Nexstar Media (NXST) – down �fteen percent (15%) on weaker 
ad spend, and Visteon (VC) – down eleven percent (11%) on slower adoption of autonomous vehicles given recent 
accident reports.  Welbilt (WBT), down seventeen percent (17%) and Del Taco (TACO), down �fteen percent 
(15%) retrenched on more conservative, though lower than expected 2018 guidance.

Contributors and Detractors

�e top contributors in the quarter were: 

Kapstone Paper and Packaging Corp. (KS) is a manufacturer and distributor of paper container and packaging 
products.  As a second act to a successful career in the paper business, Roger Stone began acquiring paper mills in 
2007, �rst from International Paper and then, MeadWestvaco.  In 2010, he then acquired US Corrugated, and in 
2015, both Longview Fibre Paper and Packaging and Victory Packaging.  With strengthening pricing and limited 
capacity additions, the paper and packaging industry began to consolidate and eventually, WestRock, made an o�er 
to acquire the company at a thirty-two percent (32%) premium. 

Denny’s Corporation (DENN) is an owner and operator of over 1,700 restaurants under the Denny’s brand o�ering 
breakfast, lunch and dinner.  �e company reported better than expected fourth quarter results demonstrating its 
strong, everyday value proposition of $2/$4/$6/$8 meal options while increasing restaurant returns via on-going 
remodels, menu innovation and improving convenience via take-out and third-party delivery.  Its ninety percent 
(90%) franchise mix enables the company to produce consistent top and bottom-line growth.

Bank of N.T. Butter�eld & Son Limited (NTB) provides community banking and wealth management services in 
Bermuda, the Cayman Islands, Guernsey, the Bahamas, Switzerland and the United Kingdom.  �is well-capitalized 
bank, which bene�ts from a low-cost deposit base and excellent credit quality, is a bene�ciary of higher interest rates 
and recently announced the accretive acquisitions of both Deutsche Bank’s banking and custody business as well as 
Deutsche Bank’s Global Trust Solutions Business further increasing the company’s level on non-interest income.

�e three largest detractors in the quarter were:

OUTFRONT Media Inc. (OUT) provides leasing services of advertising space on out-of-home advertising 
structures across the US, Canada and Latin America.  Although the company met its fourth quarter earnings 
estimates, revenue  came in light due to weakness in national advertising.  Management also provided lower, more 
conservative full year 2018 guidance.  �e company’s core local and transit businesses continue to grow and strategic 
investment spending has started to bear fruit, as mobile grew seventy-�ve (75%), a new audience measurement 
system is undergoing alpha testing, and a recent NYC MTA contract renewal bid was won.

Nexstar Media Group, Inc. (NXST) is a television broadcasting and digital media company.  Despite strong 
execution since closing the acquisition of Media General, investor perception of a challenging media backdrop has 
punished the stock.  With the potential for a strong 2018 election cycle as well as the transformative regulatory 
reform that should act as signi�cant tailwinds for further consolidation opportunities, we believe Nexstar represents a 
compelling value trading at a twenty percent (20%) free cash �ow yield.
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Air Lease Corporation (AL) is a leading aircraft leasing company that currently owns and manages a �eet of 253 
aircraft.  Industry-wide change is being driven by increasing air travel demand from the rising middle-class 
population in international markets.  �is has led Air Lease to more than double its owned �eet within �ve years.  
Despite continued strong operating performance, the stock was weak due to general fears regarding the impact of 
tari�s on aircraft demand.  Although Boeing was listed as a US company subject to Chinese tari�s, the tari�s were 
speci�c to very few models, and even if the tari�s became broader, it would tilt more Chinese airlines to lease rather 
than purchase, which would be bene�cial to aircraft lessors like Air Lease.   We continue to believe the stock is 
attractive trading at book value.

Conclusion 

In conclusion, we thank you for investing alongside us in the KEELEY Small Cap Value Fund.  We will continue 
to work hard to justify your con�dence and trust.

The performance re�ected herein is 
for the Class A shares without load. 
“Without load” does not re�ect the 
deduction of the maximum 4.50% sales 
fee (load), which reduces the performance 
quoted. Past performance does not 
guarantee future results. The performance 
data quoted represents past performance 
and current returns may be lower or 
higher. The investment return and principal 
will �uctuate so that an investor’s shares, 
when redeemed, may be worth more or 
less than the original cost. Current to most 
recent month-end performance data may 
be obtained at www.KeeleyFunds.com.

This summary represents the views of the 
portfolio managers as of 3/31/18. Those 
views may change, and the Fund 
disclaims any obligation to advise 
investors of such changes. For the 
purpose of determining the Fund’s 
holdings, securities of the same issuer are 
aggregated to determine the weight in the 
Fund. Portfolio holdings are subject to 
change without notice and are not 
intended as recommendations of individual 
securities.

*The Fund’s Inception date is 
October 1, 1993.

Risks: Smaller and medium-sized 
company stocks are more volatile and less 
liquid than larger, more established 
company securities. 

Prior to investing, investors should 
carefully consider the Fund’s invest-
ment objective, risks, charges and 
expenses as detailed in the prospectus 
and summary prospectus. To obtain a 
prospectus or a summary prospectus, 
call us at 800.533.5344 or visit 
www.keeleyfunds.com. The prospec-
tus/summary prospectus should be 
read carefully before investing.

 

   

USA Real GDP Growth (Q2 2008 - Q1 2018)

Market Performance

As of March 31, 2018 3 Months YTD 1-Year

S&P 500 Index   -0.8%    -0.8%  14.0%

Russell 3000 Value Index   -2.8%        -2.8%   6.8%

Russell 3000 Index  -0.6%     -0.6%   13.8%

Russell 2500 Value Index  -2.7%       -2.7%   5.7%

Russell Midcap Value Index   -2.5%       -2.5%   6.5%

Russell 2000 Index    -0.1%      -0.1%    11.8%

Russell 2000 Value Index    -2.6%        -2.6%    5.1%

Bloomberg Barclays Agg. Bond Index    -1.5%        -1.5%     1.2%

Source: U.S. Bureau of Economic Analysis, Factset. Grey represents recession periods. 
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generate approximately nineteen percent (19%) of their revenue from overseas, had their best January performance 
since 2013.  �is held steady in March, while larger multinationals, with approximately thirty-nine percent (39%) 
overseas exposure, stumbled given their greater sensitivity to trade and protectionism.

While consumers rode high in February, marking the highest consumer con�dence levels in eighteen years and the 
lowest unemployment levels in seventeen years, the Federal Reserve’s ‘curious case of the missing in�ation’ (2017) 
appeared to receive a new designation of ‘case closed.’  Wage growth accelerated in January to two point nine 
percent (2.9%), the strongest gain since mid-2009, and the Consumer Price Index (CPI) topped analyst estimates, 
holding to an above two percent (2%) trend.  Incoming Federal Reserve chairman Jerome Powell concurred that 
“in�ation is moving up to target.”  Yields on the US two-year to ten-year treasury notes began a sharp, upward 
move as in�ation fears and higher rates were both incorporated into market outlooks.  Generally, economists 
expect four Federal Reserve interest rate hikes in 2018 and four more in 2019.  Recessions tend to occur when 
there is an over-tightening of monetary policy, which we do not envision in the near term.  Broadly considered, the 
global economy continues to demonstrate the �rst synchronized economic expansion in many years, supported by 
stabilized commodity prices and steadily climbing industrial output.  Much of the same is re�ected domestically, 
yet with added drivers such as recently enacted corporate tax reform.

�e current bull market marked its ninth anniversary in March.  While some valuations appear stretched, many 
companies have been left behind, as value stocks have underperformed growth stocks for the past decade.  Given 
the outlook for an improving economy, accompanied by near record low unemployment, we remain constructive on 
the outlook for continued market gains, as we seek to uncover the mispriced equities of companies selling at a 
discount to intrinsic value.  At Keeley Teton, we focus on underfollowed and misunderstood companies that are 
implementing restructuring changes to close that discount.  We employ fundamental research and bottom-up 
analysis to identify potential catalysts that could ultimately unlock this value.

For our portfolios, a major historical performance driver has been merger and acquisition activity.  Global deal 
making year-to-date has crossed the $1 trillion mark, the fastest it has reached that level, as a wave of consolidation 
spreads across the U.S. and activity in the UK, China, Germany and Japan accelerates.  Buoyed by quickening 
economic growth, tax cuts, and strong business con�dence, boardrooms are reassessing the capital they can plough 
into acquisitions. Deal making is up more than �fty percent (50%) from a year ago and approximately twelve 
percent (12%) from the same point in 2007, the high-water mark for mergers and acquisitions, according to 
Dealogic.  Also, according to �omson Reuters, a record $1 trillion of cash was pledged toward private equity 
funds last year in search of higher returns.  In many cases, institutional investors are turning to active microcap 
equity as a proxy for private equity.  Small cap companies are increasingly being acquired by larger corporations 
challenged by anemic organic top line growth.  In the Fund, �ve such companies were acquired last year, and two 
in the �rst quarter of this year.  Kapstone Paper and Packaging (KS) is being consolidated by larger competitor, 
WestRock (WR) at a thirty-two (32%) premium, and HRG Group is being acquired by Spectrum Brands (SPB) 
simplifying its ownership structure.

In the �rst quarter of 2018, the Fund’s performance was driven by strong stock selection in Energy, Materials, 
Technology and Real Estate.  Delek (DK, up 17%) bene�tted from strong re�ning margins given widening oil 
price di�erentials as well as the accretive acquisition of Alon Energy, and SRC Energy (SRCI, up 11%) �nally 
delivered on its production goals, leading to strong relative outperformance.  Additionally, the Fund was 
underweight Energy, the worst performing sector Energy (down 11%).  In Materials, Kapstone Paper and 
Packaging (KS) jumped �fty-two (52%) in the quarter on its acquisition by WestRock.  Posting fourth quarter 
results showing improved operations from missteps earlier in 2017, Mitel (MITL) and WEX Inc. (WEX) were up 
thirteen percent (13%) and eleven percent (11%), respectively, versus the Technology sector that was down two 
point nine percent (2.9%) for the quarter.  Ryman Hospitality (RHP) increased fourteen percent (14%) on better 

than expected fourth quarter results and improved 2018 guidance adding to outperformance against the second worst 
sector, Real Estate, which was down eight percent (8%).

On the negative side, stock selection in Industrials and Consumer Discretionary detracted from the Fund’s 
performance.  Macro concerns, which we believe are unfounded, impacted Air Lease (AL) - down eleven percent 
(11%) due to the negative prospects of a trade war, Nexstar Media (NXST) – down �fteen percent (15%) on weaker 
ad spend, and Visteon (VC) – down eleven percent (11%) on slower adoption of autonomous vehicles given recent 
accident reports.  Welbilt (WBT), down seventeen percent (17%) and Del Taco (TACO), down �fteen percent 
(15%) retrenched on more conservative, though lower than expected 2018 guidance.

Contributors and Detractors

�e top contributors in the quarter were: 

Kapstone Paper and Packaging Corp. (KS) is a manufacturer and distributor of paper container and packaging 
products.  As a second act to a successful career in the paper business, Roger Stone began acquiring paper mills in 
2007, �rst from International Paper and then, MeadWestvaco.  In 2010, he then acquired US Corrugated, and in 
2015, both Longview Fibre Paper and Packaging and Victory Packaging.  With strengthening pricing and limited 
capacity additions, the paper and packaging industry began to consolidate and eventually, WestRock, made an o�er 
to acquire the company at a thirty-two percent (32%) premium. 

Denny’s Corporation (DENN) is an owner and operator of over 1,700 restaurants under the Denny’s brand o�ering 
breakfast, lunch and dinner.  �e company reported better than expected fourth quarter results demonstrating its 
strong, everyday value proposition of $2/$4/$6/$8 meal options while increasing restaurant returns via on-going 
remodels, menu innovation and improving convenience via take-out and third-party delivery.  Its ninety percent 
(90%) franchise mix enables the company to produce consistent top and bottom-line growth.

Bank of N.T. Butter�eld & Son Limited (NTB) provides community banking and wealth management services in 
Bermuda, the Cayman Islands, Guernsey, the Bahamas, Switzerland and the United Kingdom.  �is well-capitalized 
bank, which bene�ts from a low-cost deposit base and excellent credit quality, is a bene�ciary of higher interest rates 
and recently announced the accretive acquisitions of both Deutsche Bank’s banking and custody business as well as 
Deutsche Bank’s Global Trust Solutions Business further increasing the company’s level on non-interest income.

�e three largest detractors in the quarter were:

OUTFRONT Media Inc. (OUT) provides leasing services of advertising space on out-of-home advertising 
structures across the US, Canada and Latin America.  Although the company met its fourth quarter earnings 
estimates, revenue  came in light due to weakness in national advertising.  Management also provided lower, more 
conservative full year 2018 guidance.  �e company’s core local and transit businesses continue to grow and strategic 
investment spending has started to bear fruit, as mobile grew seventy-�ve (75%), a new audience measurement 
system is undergoing alpha testing, and a recent NYC MTA contract renewal bid was won.

Nexstar Media Group, Inc. (NXST) is a television broadcasting and digital media company.  Despite strong 
execution since closing the acquisition of Media General, investor perception of a challenging media backdrop has 
punished the stock.  With the potential for a strong 2018 election cycle as well as the transformative regulatory 
reform that should act as signi�cant tailwinds for further consolidation opportunities, we believe Nexstar represents a 
compelling value trading at a twenty percent (20%) free cash �ow yield.
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Air Lease Corporation (AL) is a leading aircraft leasing company that currently owns and manages a �eet of 253 
aircraft.  Industry-wide change is being driven by increasing air travel demand from the rising middle-class 
population in international markets.  �is has led Air Lease to more than double its owned �eet within �ve years.  
Despite continued strong operating performance, the stock was weak due to general fears regarding the impact of 
tari�s on aircraft demand.  Although Boeing was listed as a US company subject to Chinese tari�s, the tari�s were 
speci�c to very few models, and even if the tari�s became broader, it would tilt more Chinese airlines to lease rather 
than purchase, which would be bene�cial to aircraft lessors like Air Lease.   We continue to believe the stock is 
attractive trading at book value.
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products.  As a second act to a successful career in the paper business, Roger Stone began acquiring paper mills in 
2007, �rst from International Paper and then, MeadWestvaco.  In 2010, he then acquired US Corrugated, and in 
2015, both Longview Fibre Paper and Packaging and Victory Packaging.  With strengthening pricing and limited 
capacity additions, the paper and packaging industry began to consolidate and eventually, WestRock, made an o�er 
to acquire the company at a thirty-two percent (32%) premium. 

Denny’s Corporation (DENN) is an owner and operator of over 1,700 restaurants under the Denny’s brand o�ering 
breakfast, lunch and dinner.  �e company reported better than expected fourth quarter results demonstrating its 
strong, everyday value proposition of $2/$4/$6/$8 meal options while increasing restaurant returns via on-going 
remodels, menu innovation and improving convenience via take-out and third-party delivery.  Its ninety percent 
(90%) franchise mix enables the company to produce consistent top and bottom-line growth.

Bank of N.T. Butter�eld & Son Limited (NTB) provides community banking and wealth management services in 
Bermuda, the Cayman Islands, Guernsey, the Bahamas, Switzerland and the United Kingdom.  �is well-capitalized 
bank, which bene�ts from a low-cost deposit base and excellent credit quality, is a bene�ciary of higher interest rates 
and recently announced the accretive acquisitions of both Deutsche Bank’s banking and custody business as well as 
Deutsche Bank’s Global Trust Solutions Business further increasing the company’s level on non-interest income.

�e three largest detractors in the quarter were:

OUTFRONT Media Inc. (OUT) provides leasing services of advertising space on out-of-home advertising 
structures across the US, Canada and Latin America.  Although the company met its fourth quarter earnings 
estimates, revenue  came in light due to weakness in national advertising.  Management also provided lower, more 
conservative full year 2018 guidance.  �e company’s core local and transit businesses continue to grow and strategic 
investment spending has started to bear fruit, as mobile grew seventy-�ve (75%), a new audience measurement 
system is undergoing alpha testing, and a recent NYC MTA contract renewal bid was won.

Nexstar Media Group, Inc. (NXST) is a television broadcasting and digital media company.  Despite strong 
execution since closing the acquisition of Media General, investor perception of a challenging media backdrop has 
punished the stock.  With the potential for a strong 2018 election cycle as well as the transformative regulatory 
reform that should act as signi�cant tailwinds for further consolidation opportunities, we believe Nexstar represents a 
compelling value trading at a twenty percent (20%) free cash �ow yield.

Air Lease Corporation (AL) is a leading aircraft leasing company that currently owns and manages a �eet of 253 
aircraft.  Industry-wide change is being driven by increasing air travel demand from the rising middle-class 
population in international markets.  �is has led Air Lease to more than double its owned �eet within �ve years.  
Despite continued strong operating performance, the stock was weak due to general fears regarding the impact of 
tari�s on aircraft demand.  Although Boeing was listed as a US company subject to Chinese tari�s, the tari�s were 
speci�c to very few models, and even if the tari�s became broader, it would tilt more Chinese airlines to lease rather 
than purchase, which would be bene�cial to aircraft lessors like Air Lease.   We continue to believe the stock is 
attractive trading at book value.

Conclusion 

In conclusion, we thank you for investing alongside us in the KEELEY Small Cap Value Fund.  We will continue 
to work hard to justify your con�dence and trust.
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To Our Shareholders,  

For the quarter ended March 31, 2018, the KEELEY Small Cap Value Fund’s net asset value (“NAV”) per Class A 
share declined 1.80% versus a loss of 2.64% for the Russell 2000 Value Index.  

Commentary

�e �rst quarter of the new year can be characterized as an eruption of market turbulence.  Exiting the prior year on 
an ebullient note, the market rally continued into January, propelled by strong corporate earnings, corporate tax 
cuts, and a weakening dollar that supported exports.  Following an extended period of rising markets, driven by 
global quantitative easing, the quarter saw a return of volatility, with sharp declines in February and March.  Two 

threats to the story of synchronized 
global recovery caused volatility 
indexes to surge: trade wars and 
in�ation.  Another cause of market 
turbulence has been the shift of fund 
�ows to computer driven passive 
investing.  Exchange traded funds 
accounted for as much as forty percent 
(40%) of total stock trading on market 
decline days.  Against this backdrop, 
we believe that stock pickers are 
entering an environment where they 
can demonstrate their ability to add 
value. �is is evidenced by the primary 
driver of the Fund’s outperformance 
this quarter being stock selection.

As tari�s on a list of over 1,300 
targeted goods was released for public 
review, China proposed to reciprocate 
in kind.  �e many twenty-�ve 
percent (25%) levies now bandied 
about threaten disruption to industrial 
production levels and the injection of 
in�ation into the economic system.  
Markets tumbled and gyrated as 
investors attempted to gauge the 
potential negative impacts, forecasting 
which businesses were most at risk 
and wagering on the likelihood that 
coming negotiations could pacify the 
growing hostility over international 
trade.  Small cap stocks, which 

generate approximately nineteen percent (19%) of their revenue from overseas, had their best January performance 
since 2013.  �is held steady in March, while larger multinationals, with approximately thirty-nine percent (39%) 
overseas exposure, stumbled given their greater sensitivity to trade and protectionism.

While consumers rode high in February, marking the highest consumer con�dence levels in eighteen years and the 
lowest unemployment levels in seventeen years, the Federal Reserve’s ‘curious case of the missing in�ation’ (2017) 
appeared to receive a new designation of ‘case closed.’  Wage growth accelerated in January to two point nine 
percent (2.9%), the strongest gain since mid-2009, and the Consumer Price Index (CPI) topped analyst estimates, 
holding to an above two percent (2%) trend.  Incoming Federal Reserve chairman Jerome Powell concurred that 
“in�ation is moving up to target.”  Yields on the US two-year to ten-year treasury notes began a sharp, upward 
move as in�ation fears and higher rates were both incorporated into market outlooks.  Generally, economists 
expect four Federal Reserve interest rate hikes in 2018 and four more in 2019.  Recessions tend to occur when 
there is an over-tightening of monetary policy, which we do not envision in the near term.  Broadly considered, the 
global economy continues to demonstrate the �rst synchronized economic expansion in many years, supported by 
stabilized commodity prices and steadily climbing industrial output.  Much of the same is re�ected domestically, 
yet with added drivers such as recently enacted corporate tax reform.

�e current bull market marked its ninth anniversary in March.  While some valuations appear stretched, many 
companies have been left behind, as value stocks have underperformed growth stocks for the past decade.  Given 
the outlook for an improving economy, accompanied by near record low unemployment, we remain constructive on 
the outlook for continued market gains, as we seek to uncover the mispriced equities of companies selling at a 
discount to intrinsic value.  At Keeley Teton, we focus on underfollowed and misunderstood companies that are 
implementing restructuring changes to close that discount.  We employ fundamental research and bottom-up 
analysis to identify potential catalysts that could ultimately unlock this value.

For our portfolios, a major historical performance driver has been merger and acquisition activity.  Global deal 
making year-to-date has crossed the $1 trillion mark, the fastest it has reached that level, as a wave of consolidation 
spreads across the U.S. and activity in the UK, China, Germany and Japan accelerates.  Buoyed by quickening 
economic growth, tax cuts, and strong business con�dence, boardrooms are reassessing the capital they can plough 
into acquisitions. Deal making is up more than �fty percent (50%) from a year ago and approximately twelve 
percent (12%) from the same point in 2007, the high-water mark for mergers and acquisitions, according to 
Dealogic.  Also, according to �omson Reuters, a record $1 trillion of cash was pledged toward private equity 
funds last year in search of higher returns.  In many cases, institutional investors are turning to active microcap 
equity as a proxy for private equity.  Small cap companies are increasingly being acquired by larger corporations 
challenged by anemic organic top line growth.  In the Fund, �ve such companies were acquired last year, and two 
in the �rst quarter of this year.  Kapstone Paper and Packaging (KS) is being consolidated by larger competitor, 
WestRock (WR) at a thirty-two (32%) premium, and HRG Group is being acquired by Spectrum Brands (SPB) 
simplifying its ownership structure.

In the �rst quarter of 2018, the Fund’s performance was driven by strong stock selection in Energy, Materials, 
Technology and Real Estate.  Delek (DK, up 17%) bene�tted from strong re�ning margins given widening oil 
price di�erentials as well as the accretive acquisition of Alon Energy, and SRC Energy (SRCI, up 11%) �nally 
delivered on its production goals, leading to strong relative outperformance.  Additionally, the Fund was 
underweight Energy, the worst performing sector Energy (down 11%).  In Materials, Kapstone Paper and 
Packaging (KS) jumped �fty-two (52%) in the quarter on its acquisition by WestRock.  Posting fourth quarter 
results showing improved operations from missteps earlier in 2017, Mitel (MITL) and WEX Inc. (WEX) were up 
thirteen percent (13%) and eleven percent (11%), respectively, versus the Technology sector that was down two 
point nine percent (2.9%) for the quarter.  Ryman Hospitality (RHP) increased fourteen percent (14%) on better 

than expected fourth quarter results and improved 2018 guidance adding to outperformance against the second worst 
sector, Real Estate, which was down eight percent (8%).

On the negative side, stock selection in Industrials and Consumer Discretionary detracted from the Fund’s 
performance.  Macro concerns, which we believe are unfounded, impacted Air Lease (AL) - down eleven percent 
(11%) due to the negative prospects of a trade war, Nexstar Media (NXST) – down �fteen percent (15%) on weaker 
ad spend, and Visteon (VC) – down eleven percent (11%) on slower adoption of autonomous vehicles given recent 
accident reports.  Welbilt (WBT), down seventeen percent (17%) and Del Taco (TACO), down �fteen percent 
(15%) retrenched on more conservative, though lower than expected 2018 guidance.

Contributors and Detractors

�e top contributors in the quarter were: 

Kapstone Paper and Packaging Corp. (KS) is a manufacturer and distributor of paper container and packaging 
products.  As a second act to a successful career in the paper business, Roger Stone began acquiring paper mills in 
2007, �rst from International Paper and then, MeadWestvaco.  In 2010, he then acquired US Corrugated, and in 
2015, both Longview Fibre Paper and Packaging and Victory Packaging.  With strengthening pricing and limited 
capacity additions, the paper and packaging industry began to consolidate and eventually, WestRock, made an o�er 
to acquire the company at a thirty-two percent (32%) premium. 

Denny’s Corporation (DENN) is an owner and operator of over 1,700 restaurants under the Denny’s brand o�ering 
breakfast, lunch and dinner.  �e company reported better than expected fourth quarter results demonstrating its 
strong, everyday value proposition of $2/$4/$6/$8 meal options while increasing restaurant returns via on-going 
remodels, menu innovation and improving convenience via take-out and third-party delivery.  Its ninety percent 
(90%) franchise mix enables the company to produce consistent top and bottom-line growth.

Bank of N.T. Butter�eld & Son Limited (NTB) provides community banking and wealth management services in 
Bermuda, the Cayman Islands, Guernsey, the Bahamas, Switzerland and the United Kingdom.  �is well-capitalized 
bank, which bene�ts from a low-cost deposit base and excellent credit quality, is a bene�ciary of higher interest rates 
and recently announced the accretive acquisitions of both Deutsche Bank’s banking and custody business as well as 
Deutsche Bank’s Global Trust Solutions Business further increasing the company’s level on non-interest income.

�e three largest detractors in the quarter were:

OUTFRONT Media Inc. (OUT) provides leasing services of advertising space on out-of-home advertising 
structures across the US, Canada and Latin America.  Although the company met its fourth quarter earnings 
estimates, revenue  came in light due to weakness in national advertising.  Management also provided lower, more 
conservative full year 2018 guidance.  �e company’s core local and transit businesses continue to grow and strategic 
investment spending has started to bear fruit, as mobile grew seventy-�ve (75%), a new audience measurement 
system is undergoing alpha testing, and a recent NYC MTA contract renewal bid was won.

Nexstar Media Group, Inc. (NXST) is a television broadcasting and digital media company.  Despite strong 
execution since closing the acquisition of Media General, investor perception of a challenging media backdrop has 
punished the stock.  With the potential for a strong 2018 election cycle as well as the transformative regulatory 
reform that should act as signi�cant tailwinds for further consolidation opportunities, we believe Nexstar represents a 
compelling value trading at a twenty percent (20%) free cash �ow yield.

Air Lease Corporation (AL) is a leading aircraft leasing company that currently owns and manages a �eet of 253 
aircraft.  Industry-wide change is being driven by increasing air travel demand from the rising middle-class 
population in international markets.  �is has led Air Lease to more than double its owned �eet within �ve years.  
Despite continued strong operating performance, the stock was weak due to general fears regarding the impact of 
tari�s on aircraft demand.  Although Boeing was listed as a US company subject to Chinese tari�s, the tari�s were 
speci�c to very few models, and even if the tari�s became broader, it would tilt more Chinese airlines to lease rather 
than purchase, which would be bene�cial to aircraft lessors like Air Lease.   We continue to believe the stock is 
attractive trading at book value.

Conclusion 

In conclusion, we thank you for investing alongside us in the KEELEY Small Cap Value Fund.  We will continue 
to work hard to justify your con�dence and trust.
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Name   Weight (%)  

Opus Bank 3.54%

Air Lease Corporation Class A 3.41%

John Bean Technologies Corporation 3.02%

BOK Financial Corporation 2.98%

Nexstar Media Group, Inc. Class A 2.97%

 Top Ten Holdings (Percent of Net Assets)
   March 31, 2018

Name   Weight (%)  

Ryman Hospitality Properties, Inc. 2.45%

Hilltop Holdings, Inc. 2.38%

OUTFRONT Media Inc. 2.32%

ITT, Inc. 2.29%

Parsley Energy, Inc. Class A 2.20%

Stocks of smaller cap companies tend to be more volatile and less liquid than those of large cap companies.

KSCVX KSCVX

No Load Load

1.82% -2.77%
4.96% 4.00%

10.64% 10.43%

1 Year
5 Year

Since Inception**

1.40%Expense Ratio (Net)**

AVERAGE ANNUAL TOTAL RETURNS (as of 3/31/2018)

10 Year 4.75% 4.27%

Russell 2000 Value

5.13%
9.96%

10.00%
8.61%

**The Fund’s adviser has contractually 
agreed to waive a portion of its manage-
ment fee or reimburse the Fund if total 
ordinary operating expenses during the 
current �scal year as a percentage of the 
Fund’s average net assets exceed 1.39% 
for Class A Shares and 1.14% for Class I 
Shares. The waiver excludes expenses 
related to taxes, interest charges, dividend 
expenses incurred on securities that a 
Fund sells short, litigation and other 
extraordinary expenses, brokerage 
commissions and other charges relating to 
the purchase and sale of portfolio 
securities. The waiver is in effect through 
February 28, 2019 and neither the Fund’s 
adviser nor the Fund can discontinue the 
agreement prior to its expiration. The 
expense ratios presented herein are for 
the Class A shares.

Performance attribution is commonly used to measure the quality of the separate decisions that go into the 

management of an investment portfolio compared to a benchmark index. This analysis tries to isolate the effect and 

measure the return contribution of market allocation, which analyzes the positive/negative impact of a portfolio's 

allocation to groupings such as geographic regions or market sectors, and stock selection, which analyzes the 

positive/negative impact of the portfolio manager's security ownership and weighting decisions within a wider 

grouping. The performance attribution data in this quarterly commentary was prepared by Keeley-Teton Advisors, 

LLC ("Keeley Teton") using the following constraints: (1) Fund portfolio holdings are as of the beginning of each day; 

index constituents are as of the end of the day. That means that the Fund's holdings are not included until the day 

after acquisition (when it is included in the portfolio as of the beginning of the next business day), and a portfolio 

holding that is sold is included in the analysis through the end of the day on which it is sold, and that the values at 

which securities are included in the analysis are the values as of the beginning of the day. For the index, securities are 

included at their values at the end of the day. (2) The securities’ values used in the analysis are the prices used by 

Keeley Teton in its internal records for the Fund and the prices used by the index provider for the benchmark index. If 

a price from either of those sources is unavailable, pricing information from FactSet is used. Pricing information from 

the index provider or from FactSet may differ from the pricing information used by Keeley Teton. (3) Sector and/or 

industry classi�cations may change over time. The attribution information provided in this commentary includes 

summaries of attribution by market sector. Attribution is not precise and should be considered to be an approxima-

tion of the relative contribution of each of the sectors considered. The information on performance by sector re�ects 

the aggregated gross return of the Fund's securities. Contributions to the Fund's performance by sector (computed 

as described above) were compared against the contributions to the aggregate return of the stocks comprising the 

index, by sector, as reported by FactSet Databases. Holdings returns for this commentary are calculated as total 

returns, which re�ect any dividends or income earned during the period. Prior to September 30, 2016, holdings 

returns were based upon price percentage change. 

The Global Industry Classi�cation Standard (“GICS”) was developed by and is the exclusive property and a service 

mark of MSCI Inc. ("MSCI") and Standard & Poor's, a division of The McGraw-Hill Companies, Inc. ("S&P") and is 

licensed for use by Keeley Teton. Neither MSCI, S&P nor any third party involved in making or compiling the GICS or 

any GICS classi�cations makes any express or implied warranties or representations with respect to such standard 

or classi�cation (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all 

warranties of originality, accuracy, completeness, merchantability and �tness for a particular purpose with respect to 

any of such standard or classi�cation. Without limiting any of the foregoing, in no event shall MSCI, S&P, any of their 

af�liates or any third party involved in making or compiling the GICS or any GICS classi�cations have any liability for 

any direct, indirect, special, punitive, consequential or any other damages (including lost pro�ts) even if noti�ed of the 

possibility of such damages

Data provided for performance attribution are estimates based on unaudited portfolio results. Performance 

contributors and detractors were not realized gains or losses for the Fund during the quarter. Market performance 

presented solely for informational purposes. The S&P 500 Index is designed to act as a barometer for the overall U.S. 

stock market. The index is unmanaged, consisting of 500 stocks that are chosen on the basis of market size, 

liquidity, and industry grouping. The S&P 500 is a market value weighted index with each stock’s weight in the index 

proportionate to its market value. The Russell 2000® Value Index is an unmanaged index that measures the 

performance of the small-cap value segment of the U.S. equity universe and includes those Russell 2000 companies 

with lower price-to-book ratios and lower forecasted growth values. The Russell 2000® Index is an unmanaged 

index that measures the performance of the smallest 2,000 companies by market capitalization of the Russell 3000® 

Index. The Russell 2500® Value Index is an unmanaged index that measures the performance of the small to 

mid-cap value segment of the U.S. equity universe and includes those Russell 2500 companies with lower 

price-to-book ratios and lower forecasted growth values. The Russell 2500® Index is an unmanaged index that 

measures the performance of the 2,500 smallest companies by market capitalization of the Russell 3000® Index. 

The Russell Midcap® Value Index is an unmanaged index that measures the performance of the mid-cap value 

segment of the U.S. equity universe and includes those Russell Midcap companies with lower price-to-book ratios 

and lower forecasted growth values. The Russell Midcap® Index is an unmanaged index that measures the 

performance of the 800 smallest companies by market capitalization of the Russell 1000® Index. The Russell 1000® 

Index is an unmanaged index that measures the performance of the 1,000 largest companies by market capitaliza-

tion of the Russell 3000® Index. The Russell 3000® Value Index is an unmanaged index that measures the 

performance of the broad value segment of the U.S. equity universe and includes those Russell 3000 companies 

with lower price-to-book ratios and lower forecasted growth values. The Russell 3000® Index is an unmanaged 

index that measures the performance of the 3,000 largest U.S. companies by market capitalization. The Barclays 

U.S. Aggregate Bond Index is a broad-based benchmark that measures the investment grade, U.S. dollar-denomi-

nated, �xed-rate taxable bond market, including Treasuries, government-related and corporate securities, MBS 

(agency �xed-rate and hybrid ARM passthroughs), ABS, and CMBS. These Index �gures do not re�ect any 

deduction for fees, expenses or taxes, and are not available for direct investment. Securities in the Fund may not 

match those in the indexes and performance of the Fund will differ. The KEELEY All Cap Value Fund, KEELEY 

Small-Mid Cap Value Fund, KEELEY Small Cap Value Fund, KEELEY Small Cap Dividend Value Fund and KEELEY 

Mid Cap Dividend Value Fund are distributed by G.distributors, LLC. 

Waiver/Expense Reimbursement**
Expense Ratio (Gross)**

-0.03%
1.43%
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Performance attribution is commonly used to measure the quality of the separate decisions that go into the 

management of an investment portfolio compared to a benchmark index. This analysis tries to isolate the effect and 

measure the return contribution of market allocation, which analyzes the positive/negative impact of a portfolio's 

allocation to groupings such as geographic regions or market sectors, and stock selection, which analyzes the 

positive/negative impact of the portfolio manager's security ownership and weighting decisions within a wider 

grouping. The performance attribution data in this quarterly commentary was prepared by Keeley-Teton Advisors, 

LLC ("Keeley Teton") using the following constraints: (1) Fund portfolio holdings are as of the beginning of each day; 

index constituents are as of the end of the day. That means that the Fund's holdings are not included until the day 

after acquisition (when it is included in the portfolio as of the beginning of the next business day), and a portfolio 

holding that is sold is included in the analysis through the end of the day on which it is sold, and that the values at 

which securities are included in the analysis are the values as of the beginning of the day. For the index, securities are 

included at their values at the end of the day. (2) The securities’ values used in the analysis are the prices used by 

Keeley Teton in its internal records for the Fund and the prices used by the index provider for the benchmark index. If 

a price from either of those sources is unavailable, pricing information from FactSet is used. Pricing information from 

the index provider or from FactSet may differ from the pricing information used by Keeley Teton. (3) Sector and/or 

industry classi�cations may change over time. The attribution information provided in this commentary includes 

summaries of attribution by market sector. Attribution is not precise and should be considered to be an approxima-

tion of the relative contribution of each of the sectors considered. The information on performance by sector re�ects 

the aggregated gross return of the Fund's securities. Contributions to the Fund's performance by sector (computed 

as described above) were compared against the contributions to the aggregate return of the stocks comprising the 

index, by sector, as reported by FactSet Databases. Holdings returns for this commentary are calculated as total 

returns, which re�ect any dividends or income earned during the period. Prior to September 30, 2016, holdings 

returns were based upon price percentage change. 
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The Global Industry Classi�cation Standard (“GICS”) was developed by and is the exclusive property and a service 

mark of MSCI Inc. ("MSCI") and Standard & Poor's, a division of The McGraw-Hill Companies, Inc. ("S&P") and is 

licensed for use by Keeley Teton. Neither MSCI, S&P nor any third party involved in making or compiling the GICS or 

any GICS classi�cations makes any express or implied warranties or representations with respect to such standard 

or classi�cation (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all 

warranties of originality, accuracy, completeness, merchantability and �tness for a particular purpose with respect to 

any of such standard or classi�cation. Without limiting any of the foregoing, in no event shall MSCI, S&P, any of their 

af�liates or any third party involved in making or compiling the GICS or any GICS classi�cations have any liability for 

any direct, indirect, special, punitive, consequential or any other damages (including lost pro�ts) even if noti�ed of the 

possibility of such damages

Data provided for performance attribution are estimates based on unaudited portfolio results. Performance 

contributors and detractors were not realized gains or losses for the Fund during the quarter. Market performance 

presented solely for informational purposes. The S&P 500 Index is designed to act as a barometer for the overall U.S. 

stock market. The index is unmanaged, consisting of 500 stocks that are chosen on the basis of market size, 

liquidity, and industry grouping. The S&P 500 is a market value weighted index with each stock’s weight in the index 

proportionate to its market value. The Russell 2000® Value Index is an unmanaged index that measures the 

performance of the small-cap value segment of the U.S. equity universe and includes those Russell 2000 companies 

with lower price-to-book ratios and lower forecasted growth values. The Russell 2000® Index is an unmanaged 

index that measures the performance of the smallest 2,000 companies by market capitalization of the Russell 3000® 

Index. The Russell 2500® Value Index is an unmanaged index that measures the performance of the small to 

mid-cap value segment of the U.S. equity universe and includes those Russell 2500 companies with lower 

price-to-book ratios and lower forecasted growth values. The Russell 2500® Index is an unmanaged index that 

measures the performance of the 2,500 smallest companies by market capitalization of the Russell 3000® Index. 

The Russell Midcap® Value Index is an unmanaged index that measures the performance of the mid-cap value 

segment of the U.S. equity universe and includes those Russell Midcap companies with lower price-to-book ratios 

and lower forecasted growth values. The Russell Midcap® Index is an unmanaged index that measures the 

performance of the 800 smallest companies by market capitalization of the Russell 1000® Index. The Russell 1000® 

Index is an unmanaged index that measures the performance of the 1,000 largest companies by market capitaliza-

tion of the Russell 3000® Index. The Russell 3000® Value Index is an unmanaged index that measures the 

performance of the broad value segment of the U.S. equity universe and includes those Russell 3000 companies 

with lower price-to-book ratios and lower forecasted growth values. The Russell 3000® Index is an unmanaged 

index that measures the performance of the 3,000 largest U.S. companies by market capitalization. The Barclays 

U.S. Aggregate Bond Index is a broad-based benchmark that measures the investment grade, U.S. dollar-denomi-

nated, �xed-rate taxable bond market, including Treasuries, government-related and corporate securities, MBS 

(agency �xed-rate and hybrid ARM passthroughs), ABS, and CMBS. These Index �gures do not re�ect any 

deduction for fees, expenses or taxes, and are not available for direct investment. Securities in the Fund may not 

match those in the indexes and performance of the Fund will differ. The KEELEY All Cap Value Fund, KEELEY 

Small-Mid Cap Value Fund, KEELEY Small Cap Value Fund, KEELEY Small Cap Dividend Value Fund and KEELEY 

Mid Cap Dividend Value Fund are distributed by G.distributors, LLC. 
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