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January 15, 2019 
 
 
Dear Friends, 
 
In 2018 our portfolios preserved capital in the first down year for the stock market in a decade. 
The S&P 500 had a total return of negative 4.4% compared to a negative 0.5% return, net of fees, 
for our All-Cap equity composite and a positive 3.4% return, net of fees, for our Mid-Cap equity 
composite.1  
 
Our focus on business trends that are certain to grow over time – payments, health care, non-
bank financials and software – allowed our portfolios to decline less than the S&P 500 in a brutal 
quarter for financial markets. 
 
 
What happened in 2018? 
 
After a profitable 9 months, the S&P 500 gave up all its gains for the year and more. The 
S&P 500 had its worst fourth quarter since the 2008 financial crisis. Why? The market fears that 
either central banks will trigger a recession by raising rates too quickly or that a recession will be 
triggered by a geopolitical shock like a further increase in US-China tariffs or a disorderly 
British exit from the EU. 
 
 
What will happen over the next 12 months? 
 
The S&P 500 will rise in 2019. In 2018 the S&P 500 went down while earnings for the S&P 
500 went up. Earnings did not go down. The market declined because of fears that a recession or 
geopolitical shock might come, but a recession or geopolitical shock has yet to materialize. If 
fears abate due to a more accommodative Federal Reserve or a resolution to the US-China trade 
dispute then the S&P 500 should move higher. 
 
 
Given that outlook how are we positioned? 
 
We have used recent volatility as an opportunity to add some compelling small cap 
investments to the portfolio, while keeping the majority of the portfolio in larger recession-
resistant companies. We continue to see value in predictable growing sectors of the economy 
such as payments, healthcare, non-bank financials, software, and recession resistant retailers. In 
addition we took advantage of recent volatility to add some small-cap companies to your 
portfolio that could rally tremendously if the market were to go up in 2019. 
 



 
1 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 All Cap Domestic Equity, Mid Cap Domestic Equity 
and Small Cap Dividend composites represent the asset-weighted returns of those accounts sharing the objective of the 
respective All Cap Domestic Equity, Mid Cap Domestic Equity and Small Cap Dividend 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 are for informational purposes only, 
as the composites may hold securities not in the S&P 500 Total Return and may have more or less volatility and risk than an 
investment in the S&P 500 Total Return.  Management fee information is available upon request. 
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Over the past 29 years I have seen many more volatile markets than calm ones. The calm ones 
are nice, but ultimately the volatile ones provide better opportunities to buy severely mispriced 
securities. In 2019 the markets may continue to be changeable, but we will remain constant in 
our strategy of buying predictable, recession resistant businesses at reasonable prices. 
 
 
With all best wishes for a good winter. 
 

 
 
Manny Weintraub, CFA 
Founder and Principal 

 

 


