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While the S&P 500 closed the first quarter up a modest 0.95%, the index was actually quite volatile as the 
strengthening U.S. dollar -- which reduced the foreign profits of large U.S. multi-nationals -- and a decline in 
the price of oil -- which benefitted U.S. consumer stocks -- tugged the market in competing directions.  Against 
this backdrop, we are pleased to report that our Diversified Equity Composite increased by 3.68%, net of fees; 
and our Concentrated Equity Composite increased by 4.28%, net of fees.1  We earned these returns as a result of 
our investments in retailers, high-yielding real estate investment trusts and the healthcare sector, which is 
currently undergoing massive consolidation.  
 
Over the past decade we have returned 153.76%, net of fees, in our Diversified Equity Composite, and 
169.58%, net of fees, in our Concentrated Equity Composite vs 116.10% for the S&P 500.5  Our outperformance 
has come from positioning ourselves to take advantage of shifts in the market before they happen.   
 
For the past three years, ever since we created our Domestic Small-Cap Equity Composite to take advantage of 
the relatively undervalued small-cap sector, we have achieved strong results there as well. As of the end of the 
first quarter, our Small-Cap Equity Composite was up 73.54%, net of fees, since its inception in December of 
2011, vs 76.74% for the Russell 2000.  Due to the significant increase in small-cap stock prices since we 
initiated our Composite, we have, as of late, been positioning ourselves more defensively, overweighting the 
value portion of the index and underweighting its growth segment.3 Our decision to invest more conservatively 
resulted in the Small-Cap Equity Composite returning -1.04% for the quarter4 as compared with a return of 
4.32% for the Russell 2000. 
 
Recently, in both our All-Cap and Small-Cap products, we have been focusing on buying larger, more liquid 
companies.  Having worked on Wall Street for more than twenty five years, we know that even if the market is 
trending upward, there will nonetheless likely be fluctuations in stock prices.  As investors, we would like to be 
able to take advantage of these fluctuations by quickly, and efficiently, selling our larger holdings and using the 
proceeds to opportunistically purchase companies which are deeply out of favor. Of course, we cannot know 
which companies will go out of favor; all we know is that the money can be made by being patient. 
 
 
 
 
 
 
 



 

1,2,3,4,5 Disclosure:  Preliminary performance figures are unaudited.  Past performance may not be indicative of future results and every 
investment program has the potential for loss as well as profit.  The diversified equity, concentrated equity and domestic small-cap 
composites represent the asset-weighted returns of those accounts sharing the objective of the respective diversified equity, concentrated 
equity and domestic small-cap strategies.  As of 1/1/13, portfolios are included in a composite at the beginning of the first full month under 
management and stay in the composite until the end of the last full month under management.  Prior to that, the composites included 
portfolios with a minimum of $250,000 that were managed for a full calendar quarter before inclusion and stayed above the minimum 
during any quarter.  Individual account results will vary from that of the composite based on fee structures, investment restrictions, the 
timing of contributions and withdrawals and other factors. Comparisons to the S&P 500 Total Return and Russell 2000 are for informational 
purposes only, as the composites may hold securities not in the S&P 500 Total Return and Russell 2000 and may have more or less volatility 
and risk than an investment in the S&P 500 Total Return and Russell 2000.  Management fee information is available upon request. 

 

 

As portfolio managers, we pride ourselves on managing risk and positioning ourselves to take advantage of 
shifts in the market.  We are dispassionate.  We do not get caught up in crowd-think, and spend a lot of time 
analyzing the many possible ways the conventional wisdom can be wrong.  When our stocks do well we spend a 
lot of time focusing on what could make them do poorly; when they do poorly, we analyze the likelihood of 
market shifts and company specific changes which might make them turnaround.  

Given our long-term time horizon, we believe the U.S. stock market is currently attractively priced. While 
equity valuations have increased over the past two years, interest rates have declined substantially over the past 
five quarters. Currently, central governments around the world are actively trying to create inflation. If they 
were to succeed, we would much prefer to own companies that can raise their prices rather than have a portfolio 
of fixed income securities with a fixed low-single digit return. Currently, we believe we are well-positioned to 
take advantage of the next big shifts, whatever they might be. 
 
Wishing you a wonderful spring.   
 
Sincerely, 
 
 
Manny Weintraub 
 
 
 
 
 
 
 


