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May 18, 2016 
 
 
Dear Investors, 
 
Although the markets managed to eke out a modest positive return for the first quarter, it 
was a harrowing start to the year with sharp declines in January and February.  Falling 
commodities and fear of stalling China led to concerns of falling corporate profits and 
resulted in a broad sell-off across the board.  Markets ascribed falling price of crude oil to a 
sign of only a lack of demand and not one of excess supply as well.  Fear of rising bad debt in 
the energy sector from falling crude, as well as continued lower interest rate pressured 
financial stocks. Stronger US economic indicators, along with a recovery in crude oil price, 
finally brought about a recovery in the market averages. 
 
The tumultuous stock market of the first quarter highlights not only the interconnected 
nature of the global economy and the myriad feedback loops, but also the effort by 
hyperactive market participants to profit from it.  We believe the sharp decline in capital 
expenditure of oil companies will result in lower supply of crude from non-OPEC producers 
which will balance the markets.  The extent of incremental supply from Iran is the wild card 
that could require a deeper reduction in non-OPEC supply.  Our base case for the global 
economic growth is a continued modest growth for the developed world and a gradual 
slowdown in China as it restructures.   
 
For the first quarter our Large Cap strategy returned net of fees and expenses -3.3% versus 
1.4% for S&P 500 and 1.6% for Russell 1000® Value index.  In the first quarter of 2016, our 
performance suffered due to declines in our healthcare and consumer staples holdings while 
our technology and consumer discretionary holdings were the top contributors to return.   
During the quarter, we eliminated our position in McKesson Corp. and added PayPal Holdings 
and Williams Companies Inc.   
 
With respect to my view of the markets, the current quarterly earnings report shows ample 
signs of slowing earnings growth, the weakening US dollar can be a substantial tailwind.  
Lower interest rates and improving employment will continue to be positive for housing 
recovery.  Recovering price of crude can also be a strong positive for the energy and industrial 
sectors.  We recognize that the US economy is now in its seventh year of a slow but modest 
recovery.  However the typical signs of excesses associated with a recession are absent.  We 
think the stocks we own are attractive in this environment relative to bonds.  Our goal is to 
invest in out-of-favor large cap stocks with a margin of safety and high returns.   
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Historically, we have provided you with investment results and investment analysis in the 
body of our quarterly letters. But as we now have five different products in our stable and 
have recently invested more resources in communication, we will, starting today, be 
providing you a separate “quarterly review” for each of the products in which you are 
invested. This “quarterly review” will provide a more comprehensive view of past 
performance as well as the positioning of current strategies.  It will list the largest holdings for 
each product, and graphically depict in which industry sectors and in what sized market-caps 
we are invested. As this new format is an evolutionary, iterative step toward serving you 
better, we would very much appreciate your feedback. 
 
In concert with our enhanced communications effort, we are pleased to announce that we 
have hired Andrew Farmer as our Managing Director of Investor Relations.  Andrew brings 
with him a vast array of experience, most recently at EARNEST Partners, an institutional 
investment manager with nearly $25 billion in assets under management.  In addition to his 
responsibilities covering institutional clients and consultants in the U.S., he was also 
responsible for the firm’s Canadian and European business initiatives.  Additionally, he served 
on the board of directors for the firm’s UCITS fund, EARNEST Partners Global Funds.  With the 
addition of Andrew to the Integre team, we look forward to expanding both the depth and 
quality of our client service.  
 
While we spend most of our time working with spreadsheets and numbers, we never forget 
that the money we manage represents your financial future. We look for the best returns we 
can find, but as always, commensurate with an appropriate level of risk. 
 
When I look back at what we have accomplished at Integre, I feel as optimistic about the 
future as I ever have. Thank you for your continued trust.  The entire firm is focused on your 
success. 
 
 
All best wishes, 
 
 
S. Basu Mullick 
Principal and Portfolio Manager 
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*Inception: 06/30/2012 
 

 
   

 1Q 2016 1 Year 2 Year 3 Year Since Inception* 
Large Cap Value Equity (gross) -3.3% -7.6% 2.5% 10.0% 12.2% 
Large Cap Value Equity (net) -3.3% -7.8% 2.3% 9.8% 12.0% 
Russell 1000® Value 1.6% -1.5% 3.8% 9.4% 13.1% 
S&P 500 1.4% 1.8% 7.1% 11.8% 14.1% 

Russell 1000® Value Integre Large Cap 

Global equity markets posted lackluster returns during the first 
quarter of 2016.  Large cap US equities, as represented by the Russell 
1000®, gained about 1.2% in value, and small cap US equities lost 
about 1.5% in value, during the first quarter of the year.  Markets 
outside of the United States, as represented by the MSCI ACWI ex. US, 
declined by about 0.3% in value.   
 

First quarter returns came with some extreme volatility. In the U.S., 
for example, the S&P 500 declined 8.4% from the beginning of the 
year to its low in February. This decline was sparked by Federal 
Reserve plans to raise interest rates in the US at the exact same time 
that other central banks around the world were lowering interest 
rates. While the Federal Reserve may have been correct to raise rates 
based on the strength of the US economy, the subsequent rise in the 
dollar threatened global instability for commodity producers, banks 
that had lent to commodity producers, and emerging market 
economies with dollar-denominated debts. In the end, the Fed did 
the only thing it could do, signaling that it would raise rates more 
slowly. Subsequently, global markets recovered, and interest rates 
continue to stay “lower for longer.” 
 

In these volatile times, where investors prioritized liquidity and yield 
over long-term growth prospects, the Integre Large Cap Value 
strategy lost about 3.3% in value during the quarter, underperforming 
the Russell 1000® Value, which returned 1.6% over the same time 
period.  Relative underperformance was driven, in part, by being 
underweight the Telecommunication and Utilities sectors, which each 
returned over 13% for the quarter.  Both industries experienced 
outsized returns as investors looked to these sectors to replace yield 
within their portfolio as the 10-year Treasury yield fell substantially.  
While there was slight underperformance for the quarter, the 
portfolio’s stock selection was particularly strong within the Financial 
and Information Technology sectors.  
 

In general, we expect corporate profit growth to remain muted 
throughout 2016, but believe that there are sectors of the economy 
that will continue to grow as a result of a few long-term trends. We 
believe our companies will benefit as populations age, as more 
transactions move from cash to credit cards, and as automobile 
controls become more digitized. The focus of this portfolio is to seek 
out the best risk-adjusted opportunities over a full market cycle.  The 
firm believes that this portfolio is well-positioned as macroeconomic 
trading inevitably fades to a reflection of underlying fundamentals. 

Market View 

Ending Weight 1Q 2016 Total Return 

6.6% -10.5% 

6.5% +0.1% 

6.4% +5.4% 

5.7% +7.5% 

5.5% -3.4% 

Positioning 

Russell 1000® Value Integre Large Cap 
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INFORMATION PROVIDED IN THIS COMMUNICATION IS CONSIDERED 
PROPRIETARY AND PRIVATE TO THE FIRM.  THE FIRM DOES NOT ALLOW THE 
DISSIMINATION OF THIS INFORMATION THROUGH ELECTRONIC MEANS, OR 
OTHERWISE, WITHOUT EXPLICIT WRITTEN CONSENT.   
 

Integre Asset Management, LLC (“Integre” OR “the Firm”) is an independent 
investment management firm registered with the U.S. Securities and 
Exchange Commission under the Investment Advisers Act of 1940.  This 
material is intended to inform you of services available through Integre. 
 

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 Composite is the dollar-weighted 
linked monthly returns of those accounts sharing the objective of the 
respective strategy.  Accounts are included in the composite at the beginning 
of the first full month following the month during which the account came 
under management.  Accounts that are terminated remain in the composite 
until the last full month the portfolio is under management, and the 
composite continues to include terminated portfolios for all periods prior to 
their termination.  There is no minimum asset size above which managed 
accounts would be included in or below which managed accounts would be 
excluded from the composite.  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.  
 

The S&P 500 is an index of 500 stocks chosen for market size, liquidity and 
industry grouping among others.  The S&P 500 is designed to be an indicator 
of U.S. equities and is meant to reflect the risk / return characteristics of the 
large cap universe. 
 

The Russell 1000® Value Index measures the performance of the large-cap 
value segment of the U.S. equity universe.  It includes those Russell 1000® 
companies with lower price-to-book ratios and lower expected growth 
values.  The Russell 1000® Value Index is constructed to provide a 
comprehensive and unbiased barometer for the large-cap value segment.  
The index is completely reconstituted annually to ensure new and growing 
equities are included and that the represented companies continue to reflect 
value characteristics. 
 

These market indices are broad-based market-weighted index dominated by 
large cap stocks as noted and are provided for information purposes only and 
as a general reference for U.S. market indices. 
Neither Integre Asset Management nor its employees provide tax or legal 
advice. All investors are strongly urged to consult their own tax or legal 
advisors with respect to the impact on their personal situation of any 
potential strategy or investment. 
 

This material is presented solely for informational purposes and nothing 
herein constitutes investment, legal, accounting or tax advice, or a 
recommendation to buy, sell or hold a security. No recommendation or 
advice is being given as to whether any investment or strategy is suitable for 
a particular investor. It should not be assumed that any investments in 
securities, companies, sectors or markets identified and described were or 
will be profitable. Information is obtained from sources deemed reliable, but 
there is no representation or warranty as to its accuracy, completeness or 
reliability.  All information is current as of the date of this material and is 
subject to change without notice. Any views or opinions expressed may not 
reflect those of the firm as a whole.  Additional information can be provided 
upon request. 
 

 
 

Large Cap Value 
Notes & Disclosures 

All material has been obtained from sources believed to be reliable, but its 
accuracy is not guaranteed. There is no representation or warranty as to the 
current accuracy of, nor liability for, decisions based on such information. The 
views expressed in this presentation are subject to change based on market 
and other conditions.  
 

© 2012 Integre Asset Management, LLC.  All Rights Reserved. No part of this 
document may be reproduced, stored, or transmitted by any means without 
the express written consent of Integre Asset Management. 
 

The information presented herein has been prepared for informational 
purposes only and is not an offer to buy or sell, or a solicitation of an offer to 
buy or sell, any security or fund interest or any financial instrument.   
 

The illustrations, written or communicated otherwise, are intended solely as 
a tool to assist in consideration of various potential asset allocations for a 
client’s account. Integre makes no warranty that the asset allocations 
discussed in this presentation will be used to manage your account.  Asset 
allocations may differ between clients based on their investment objectives 
and financial situations. No assurance can be given that the investment 
objectives described herein will be achieved and investment results may vary 
substantially on a quarterly, annual or other periodic basis.  
 

Note 1: The stocks communicated in the verbal or written examples may be 
included in client portfolios. They do not reflect all securities traded 
by the client. Stocks used in written or verbal communication are 
selected on the basis of being within a representative portfolio.  
The stocks were not selected on the basis of any performance 
based criteria and the use of those stocks in the examples does not 
constitute a recommendation to buy or sell any  securities. 

 
Note 2:  Past performance is not indicative of future results.  Given the 

inherent volatility of the securities markets, it should not be 
assumed that investors will experience returns comparable to those 
shown here.  Market and economic conditions could change in the 
future producing materially different  returns than those shown 
here. Accordingly, no representation or warranty is made to the 
sufficiency, relevance, importance, appropriateness, completeness, 
or comprehensiveness of the market data, information or 
summaries contained herein for any specific purpose.   

 
Note 3:  The benchmarks used are for purposes of comparison and should 

not be understood to mean that there will necessarily be a 
correlation between the portrayed returns herein and these 
benchmarks.  The comparisons herein of the performance of the 
market indicators, benchmarks or indices may not be meaningful 
since the constitution and risks associated with each market 
indicator, benchmark or index may be significantly different.   

 

The referenced indices are unmanaged and not available for direct 
investment. Index performance does not reflect transaction costs, 
fees or expenses. 

 

GIPS® presentation is available on request.  
 
SEC Forms ADV 1, 2A, 2B and the Privacy Policy are available on request. 
 
For further information please see www.integreAM.com or contact the firm 
by electronic mail at info@integreAM.com.  

http://www.integream.com/
mailto:info@integreAM.com
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