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August 5, 2015 
 
 
 
 
Dear Friend: 
 
The second quarter seemed uneventful for the U.S. markets with the S&P 500 returning 0.3%. But while 
the ninety six largest companies in the S&P 500 rose 0.9%, the four hundred and four smaller companies 
in the index actually declined 2.1%. We believe that this performance differential was caused by the 
increased trend toward passive investing, and was not due to a divergence in, or deterioration of, 
underlying company fundamentals. Rather, with Fed tightening on the horizon, many investors have been 
seeking a safe haven in mega-cap securities, an understandable reaction, but not one that we believe will 
be very profitable over the longer term. We prefer companies with more potential for growth, a contrarian 
investment style which this quarter resulted in our Diversified Equity Composite declining 3.2%, and our 
Concentrated Equity Composite declining 3.9%.1 
 
Given that both of our Integre all-cap composites had strong performance in the first quarter, we ended 
the first six months of the year about flat in both of our flagship products. For the first two quarters of 
2015, the S&P 500 is up 1.2%, the Diversified Equity Composite is up 0.4%, and the Concentrated Equity 
Composite is up 0.2%.2 
 
Over in our small-cap universe, our Small-Cap Equity composite declined 0.4% for the second quarter, in 
line with the Russell 2000 index’s 0.4% increase. For the first two quarters of 2015 our Small-Cap Equity 
Composite has declined 1.4% relative to the index’s 4.8% rise.  While these are disappointing relative 
results, it is worth noting that the Russell 2000 growth portion of the Index has outperformed the Russell 
2000 value portion of the Index by nearly 8% this year. With our focus on out-of-favor companies, we 
tend to own more stocks that would be in the value index. Given that our Small-Cap Equity Composite 
returned 75.4% from 2012 through 2014 vs. a return of 69.4% for the Russell 2000, we have been 
working to preserve capital by investing in stocks with lower valuations than we have in the past, even at 
the risk of missing out on additional gains.3 
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Looking ahead, we believe that the U.S. stock market remains attractively valued relative to bonds with a 
dividend yield similar to that of the ten-year Treasury bond’s yield-to-maturity. What this means is that by 
investing in equities currently one can not only earn a similar income to that which he or she could get 
from investing in a long-dated bond, but also, in addition, get a stream of income that should grow over 
time along with the economy. For most of the twenty five years in which I have been investing, the stock 
market has had a dividend that was much less than the 10-year Treasury bond’s yield-to-maturity. That 
said, while we are optimistic, we have nonetheless been preparing for some volatility in the short-term by 
increasing the number of defensive holdings in our portfolios, if for no other reason than that it has now 
been forty four months without a 10% pull-back in the S&P 500, the third longest streak since 1957.  
 
In our Diversified Equity product, we have, as of late, been finding our best opportunities in mid-cap 
companies, those with market-caps ranging from $4 to $6 billion.  These companies are both large enough 
to have a broad-based revenue stream, but also small enough to be under the radar of the Wall Street 
analyst community. Recent investments include the largest owner of local TV stations in the U.S., the 
largest American manufacturer of rail cars, and a large non-utility power generator that is benefiting from 
the gradual elimination of coal power plants.  
 
In our Small-Cap Equity product, we continue to sift through the universe of companies whose executives 
aggressively purchase their own shares, selecting only those that we feel represent the best risk-reward. 
Recent investments include a discount home goods retailer in turnaround, a manufacturer of medical 
pumps, and a cloud-based software developer.  
 
Having spent much of our last three years methodically combing this small-cap terrain, we can report that 
the American entrepreneurial spirit is as strong as ever, and that investing side by side with executives 
who not only believe in their missions but whose companies are actually in the process of fulfilling them 
can be an exciting, and profitable, way to invest in America.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

1,2,3 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. 

 

 
 
 
 
With more than a few countries, Greece and China among them, currently experiencing economic 
slowing, and the U.S. Federal Reserve set to start raising the Federal Funds rate later this year, things 
should stay interesting in the markets. We have seen some volatility in share prices this summer, as we 
have in summers past, and are using it as an opportunity to purchase companies which we believe have 
good long-term prospects. As always, our concern is not just making money today, but choosing 
investments that we believe will profit you over the long-term. 
 
Wishing you a beautiful rest of summer. 
 
 
Sincerely, 
 

 
Manny Weintraub, CFA 
 
 


