
 
JOHN W. ROSENTHAL CAPITAL MANAGEMENT, INC. 

 

2nd Quarter 2018 General Newsletter 
 

Headlines: 
 

• Generally, Our Portfolios Outclassed Bank & Broader Market Indices in the Q2 ’18.  
(See Appendices for Detailed Information Regarding our Q2 Results.) 

 

Q2 2018 Our Funds XABQ BANK S&P Comp. Nasdaq Comp. Dow Jones 
Fund 1 +4.84% 

+3.97% +1.91% +2.93% +6.32% +0.70% Fund 2 +1.72% 
Fund 3 +6.50% 

 

• Our Results for the 1st Half ‘18 Also Stack up Well to Bank & Broader Market Indices  
 

1st Half 2018 Our Funds XABQ BANK S&P Comp. Nasdaq Comp. Dow Jones 
Fund 1 +4.85% 

+5.79% +3.64% +1.67% +8.79% -1.81% Fund 2 +4.73% 
Fund 3 +8.57% 

 

• The Yield on the 10 yr. UST Eclipsed 3% During the Quarter Reaching a High of 3.11% on May 
17th; but fell back to 2.85% at Quarter-end.  We are Watching the Yield Curve Closely. 

• The FOMC Raised the Fed Funds Rate in June for the Second Time this Year - Should Help 
Community Banks Continue to Expand their Net Interest Margins.  2 More Rate Hikes Possible.   

• Lower Tax Rates have had the Expected Positive Impact on EPS at Community Banks!   
• Still More Benefits Likely to Come for our Banks from the Tax Law Change as Overall Economic 

Activity (GDP) and Continued Job Growth is Generally Occurring.     
• Tariffs are Impacting Markets.  

 

A great friend of mine often jokes with me that ‘the better the results, the shorter the Newsletter’.  It is every 
investment advisors’ dream to send an update when their portfolios beat their benchmarks – and, in this case, 
bested some of those bellwethers by quite a bit.  For this advisor, I’m just so happy for all of you that your 
investment(s) have done well this quarter and throughout the life of our Funds.    
 

The Bullish Case for Banks as of July 2018: 
Earlier this month, I wrote a detailed and important editorial and sent it to a few folks.  For those who have 
already received this piece, I apologize for the redundancy of sharing it again.  But, I believe the information is 
relevant and important to all of you, so I want to ensure that everyone has an opportunity to review it.  To 
access this commentary, please click the following link:  The Bullish Case for Banks as of July 2018   
 

Summary: 
Given the length and breadth of the article above, I will keep the remainder of this Newsletter very brief.  While 
it’s still too early to simply annualize our YTD results and claim a good year, the trend for 2018 (especially Q2) 
is certainly indicative of a course that is on track to meet our stated return objectives.  Most importantly, I want 
to emphasize that we are achieving good outcomes while keeping safety and conservatism a top priority.  Our 
goal is to be careful stewards of the wealth you’ve entrusted to us.  Downside protection with upside potential 
is our overall objective!  Slow and steady wins the race.  The cream rises to the top.  Etc., etc.  
 

July is off to a good start for our Funds – all three are up.  External factors cause ups and downs.  Especially, 
the apparently escalating threat of more tariffs.  Nonetheless, I am eager for the actual earnings releases from 
our banks to provide factual data so investors (including us) can then analyze performance.  This, as always, 
should help determine the most fair and appropriate prices for our stocks going forward.   
 

 
 
 



 
 
We will send our 2nd Quarter Bank Performance Newsletter in the next few weeks.  That letter differs from 
this one in that it will detail the actual operating and financial results of the banks in our portfolios vs. the stock 
price performance of our companies during this past quarter.  It will be no surprise to see the delightful 
increases in EPS from our banks due to the lower tax rates now in effect.  What I’m looking forward to seeing is 
the potential boost our banks might enjoy from loan growth and margin expansion.   
 

I want to thank you for the very positive comments we received from our Feedback Cards which we distributed 
by email and at the 2018 Annual Investor Meeting.  It is clear that you are satisfied with the frequency and 
contents of our communications.   
 

As always, if you have any questions or comments I welcome a reply to this email or a call from you.  You may 
reach me at the office at 574-243-6501 or my cell at 574-276-1128.   
 

With warmest personal regards, 
 
 
 
 
* Important Footnotes:   
 
Past performance may not be indicative of future results.  Therefore, no current or prospective client should assume that the future performance of any specific investment, 
investment strategy (including the investments and/or investment strategies recommended by the advisor), will be profitable or equal to past performance levels.  Additionally, 
Form ADV Part II for John W. Rosenthal Capital Management, Inc., filed with the Secretary of State of Indiana, is available on line at www.rosenthalpartners.net - or if you would 
like to receive a paper copy of our Form ADV Part II and/or information regarding the firm’s proxy voting policy you may contact us at the number provided above and we will 
mail them to you immediately.  
 

  

http://www.rosenthalpartners.net/


Appendix A – Fund 1 Performance Data: Q2 ‘18 
 
 

Our goal as stewards of your assets is to preserve and grow them in a prudent manner.  We are happy that this 
conservative approach has historically produced results that have beaten our benchmarks.  But whether we beat the 
benchmark isn’t as important to us as whether we stay true to our stated philosophy of good risk-adjusted returns over 
time.  Our Funds are not so much “wealth creation” mediums (although we have increased your net worth since inception) 
as they are “wealth preservation” channels.  Nonetheless, and because we are not afraid to be tough on ourselves and 
transparent, we have added another benchmark against which to compare our performance.  While we haven’t stacked up 
as well vis-à-vis this recently introduced benchmark, we are not reluctant to share this with you knowing that you 
understand our approach is tempered by limiting the risk we assume in achieving our results.   
 

We have recently upgraded and reformatted our Performance Data which we present to you.  As our Funds mature, and 
each individual investor adds to or redeems portions of their investment(s), (i.e. each investor’s results are more 
customized and dependent on the investment choices made by each limited partner) “aggregate” data may be less relevant.  
Nonetheless, it is still somewhat useful to see this information on a cumulative, Fund-wide basis.  Said another way, the 
data presented below isn’t necessarily identical to what is shown on your statement.   
 
 
 
 

                                     Chart 1 

  
  
  

*From 03/31/10 - 06/30/18 Gross Standard
Return %Deviation

       Fund 1 (LP & QP) 14.67% 15.22%
       ABA NASDAQ CB Index (XABQ) 12.62% 17.43%
       NASDAQ Bank Index (BANK) 10.10% 20.54%
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Commentary for Chart 1: 
We believe Chart 1 is the most relevant and 
useful information we can share with you.  
This chart shows the Gross Return of our 
Portfolio vs. the Gross Returns of two 
important benchmarks (making it an apples-
to-apples comparison) and then compares 
those results to the Standard Deviation (a 
common and frequently used measurement 
of risk) of each.  In simplest terms, it plots 
the risk-reward relationship between these 
key data points.  As you can see, on a Gross 
Return basis, our portfolio has produced the 
greatest return with the lowest risk.  This, of 
course, is precisely what we set out to do.     



                                        Chart 2 

   
                                         Chart 3 

  
                                  Chart 4 
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Commentary for Chart 2: 
As highlighted in Chart 1, the overall risk – 
(as measured by Standard Deviation) – in 
our portfolio is quite a bit less than the two 
important industry benchmarks.  When 
measuring Standard Deviation, lower 
implies less risk and is therefore better!  
Thus, we claim the risk-adjusted returns we 
are generating for you are in line with our 
stated goals.   

Commentary for Chart 3:  
The CAGR’s presented in this chart facilitate 
an evaluation in comparable terms of the 
portfolio of stocks in Fund 1 excluding cash 
with the CAGR’s of two important 
benchmarks (which don’t include cash 
either); as well as a “net return” including 
cash.  This data is net of our management 
fees and expenses – but, again, the dotted 
green line excludes cash held in the Fund.  
Our long-standing target has been to achieve 
a return in the very low double-digit range.  
We are delighted to have accomplished our 
stated goal over time.    

Commentary for Chart 4: 
We continue to beat the original benchmark 
(BANK) to which we have historically 
compared our performance.  We have 
underperformed against the new benchmark 
we’ve added.  XABQ consists of 367 
Community Banks – which is why it is also 
a relevant benchmark.  These banks tend to 
be slightly smaller than the banks in the 
NASDAQ Bank Index – which are publicly 
traded on the NASDAQ exchange. 
 



                                      
                                      Chart 5                                          

   
 
 
 
 
                                         Chart 6                   Chart 7 

                
 
(1)  Standard deviation based on information provided by broker (net of fees) from 03/31/2010 – 03/31/2018. 
(2)  For comparison purposes, inception date for Fund 1 uses March 2010 monthly statement from LICCAR. 
       CAGR = Compound Annual Growth Rate 
(3)  Total return for Fund 1 (LP & QP) based on monthly statements compiled by LICCAR net of all management fees and expenses; 
       ABA Nasdaq Community Bank Total Return based on data provided by MarketWatch.   
       NASDAQ Bank Index based on data provided by S&P Global Market Intelligence (based on ending index value, not total return). 
(4)  Net return (excluding cash) for Fund 1 = Fund 1 Total Return divided by prior month end market value of bank stock investments.   
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Commentary for Charts 5, 6 and 7: 
The final 3 charts present the 1, 3 and 5 year 
returns for Fund 1 vs. our benchmarks.  It is 
customary for Investment Advisors to 
present this data to investors.  The charts are 
self-explanatory. There is no other way to 
say it other than our 1-year return has fallen 
short of the benchmarks. This chart will now 
be presented on a rolling-twelve month 
basis.  Please remember however that 2016 
was a record year with returns net of fees in 
excess of 30%.  Our three and five year 
results are better than our one-year return.   
 
 



Appendix B – Fund 2 Performance Data: Q2 ‘18 
 
 

Our goal as stewards of your assets is to preserve and grow them in a prudent manner.  We are happy that this 
conservative approach has historically produced results that have beaten our benchmarks.  But whether we beat the 
benchmark isn’t as important to us as whether we stay true to our stated philosophy of good risk-adjusted returns over 
time.  Our Funds are not so much “wealth creation” mediums (although we have increased your net worth since inception) 
as they are “wealth preservation” channels.  Nonetheless, and because we are not afraid to be tough on ourselves and 
transparent, we have added another benchmark against which to compare our performance.  While we haven’t stacked up 
as well vis-à-vis this recently introduced benchmark, we are not reluctant to share this with you knowing that you 
understand our approach is tempered by limiting the risk we assume in achieving our results.   
 

We have recently upgraded and reformatted our Performance Data we present to you.  As our Funds mature, and each 
individual investor adds to or redeems portions of their investment(s), (i.e. each investor’s results are more customized 
and dependent on the investment choices made by each limited partner) “aggregate” data may be less relevant.  
Nonetheless, it is still somewhat useful to see this information on a cumulative, Fund-wide basis.  Said another way, the 
data presented below isn’t necessarily identical to what is shown on your statement.   
   
 
 
                                  Chart 1                                   

  
   
 
 
 
 
 
 
 
 
 
 
 
 

*From 11/30/11 - 06/30/18 Gross Standard
Return %Deviation

       Fund 2 (OFV) 19.02% 13.58%
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Commentary for Chart 1: 
We believe Chart 1 is the most relevant and 
useful information we can share with you.  
This chart shows the Gross Return of our 
Portfolio vs. the Gross Returns of two 
important benchmarks (making it an apples-
to-apples comparison) and then compares 
those results to the Standard Deviation (a 
common and frequently used measurement 
of risk) of each.  In simplest terms, it plots 
the risk-reward relationship between these 
key data points.  As you can see, on a Gross 
Return basis, our portfolio has produced the 
greatest return with the lowest risk.  This, of 
course, is precisely what we set out to do.     
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Commentary for Chart 2: 
As highlighted in Chart 1, the overall risk – 
as measured by Standard Deviation – in our 
portfolio is quite a bit less than the two 
important industry benchmarks.  When 
measuring Standard Deviation, lower 
implies less risk and is therefore better!  
Thus, we claim the risk-adjusted returns we 
are generating for you are in line with our 
stated goals.   

Commentary for Chart 3:  
The CAGR’s presented in this chart facilitate 
an evaluation in comparable terms of the 
portfolio of stocks in Fund 2 excluding cash 
with the CAGR’s of two important 
benchmarks (which don’t include cash 
either); as well as a “net return” including 
cash.  This data is net of our management 
fees and expenses – but, again, the dotted 
green line excludes cash held in the Fund.  
Our long-standing target has been to achieve 
a return in the very low double-digit range.  
We are delighted to have significantly 
exceeded our stated goal over time.    

Commentary for Chart 4: 
We continue to be below the original 
benchmark (BANK) to which we have 
historically compared our performance due 
to the large cash balances that were pending 
investment in the early years of the Fund.  
We have come up short against the new 
benchmark we’ve added to our performance 
measurements for the same reason.  XABQ 
consists of 367 Community Banks – which is 
why it is also a relevant benchmark.  These 
banks tend to be slightly smaller than the 
bank in the NASDAQ Bank Index – which 
are publicly traded on the NASDAQ 
exchange. The CAGR’s in Chart 3 above 
demonstrate our core performance adjusting 
for excess cash awaiting investment. 
 



 
                                   Chart 5 

  
 
 
 
                                   Chart 6               Chart 7   

                           
   
   
(1)  Standard deviation based on information provided by broker (net of fees) from 11/30/2011 - 03/31/2018.  
(2)  For comparison purposes, inception date for Fund 2 uses November 2011 monthly statement from LICCAR. 
       CAGR = Compound Annual Growth Rate.  
(3)  Total return for Fund 2 (OFV) based on monthly statements compiled by LICCAR net of all management fees and expenses; 
       ABA Nasdaq Community Bank Total Return based on data provided by MarketWatch.   
       NASDAQ Bank Index based on data provided by S&P Global Market Intelligence (based on ending index value, not total return).   
(4)  Net return (excluding cash) for Fund 2 = Fund 2 Total Return divided by prior month end market value of bank stock investments.   
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Commentary for Charts 5, 6 and 7: 
The final 3 charts present the 1, 3 and 5 year 
returns for Fund 2 vs. our benchmarks.  It is 
customary for Investment Advisors to 
present this data to investors.  The charts are 
self-explanatory.  There is no other way to 
say it other than our 1-year return has fallen 
short of the benchmarks. This chart will now 
be presented on a rolling-twelve month 
basis.  Please remember however that 2016 
was a record year with returns net of fees in 
excess of 30%.  Our three and five year 
results are better than our one-year return.  
In short, Fund 2 continues to perform well.  
We are tracking nicely vs. the original 
benchmark (BANK) to which we have 
historically compared our performance for 
the 3 and 5 year time-frames even though we 
had substantial cash balances that were 
pending investment into stocks.   
 
 



Appendix C – Fund 3 Performance Data: Q2 ‘18 
 
 

Our goal as stewards of your assets is to preserve and grow them in a prudent manner.  We are happy that this 
conservative approach has historically produced results that have beaten our benchmarks.  But whether we beat the 
benchmark isn’t as important to us as whether we stay true to our stated philosophy of good risk-adjusted returns over 
time.  Our Funds are not so much “wealth creation” mediums (although we have increased your net worth since inception) 
as they are “wealth preservation” channels.  Nonetheless, and because we are not afraid to be tough on ourselves and 
transparent, we have added another benchmark against which to compare our performance.  While we haven’t stacked up 
as well vis-à-vis this recently introduced benchmark, we are not reluctant to share this with you knowing that you 
understand our approach is tempered by limiting the risk we assume in achieving our results.   
 

We have recently upgraded and reformatted our Performance Data we present to you.  Since we’ve now passed the 1-year 
anniversary of Fund 3, we are able to present the same charts that are included in Fund 1 & 2.  Specifically, we have the 
all-important Standard Deviation numbers to show you the low level of risk within this portfolio.   
 
 

    
                                   Chart 1 
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Commentary for Chart 1: 
We believe Chart 1 is the most relevant and 
useful information we can share with you.  
This chart shows the Gross Return of our 
Portfolio vs. the Gross Returns of two 
important benchmarks (making it an apples-
to-apples comparison) and then compares 
those results to the Standard Deviation (a 
common and frequently used measurement 
of risk) of each.  In simplest terms, it plots 
the risk-reward relationship between these 
key data points.  As you can see, on a Gross 
Return basis, our portfolio has produced a 
slightly higher return but with significantly 
lower. This, of course, is precisely what we 
set out to do.     
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Commentary for Chart 2: 
As highlighted in Chart 1, the overall risk – 
as measured by Standard Deviation – in our 
portfolio is far less than the two important 
industry benchmarks.  When measuring 
Standard Deviation, lower implies less risk 
and is therefore better!     

Commentary for Chart 3:  
The CAGR’s presented in this chart facilitate 
an evaluation in comparable terms of the 
portfolio of stocks in Fund 3 excluding cash 
with the CAGR’s of two important 
benchmarks (which don’t include cash 
either); as well as a “net return” including 
cash.  This data is net of our management 
fees and expenses – but, again, the dotted 
green line excludes cash held in the Fund.  
Our long-standing target has been to achieve 
a return in the very high single-digit range.  
We are thrilled that the 13.3% return net of 
cash is above our stated goal over time.    

Commentary for Chart 4: 
We have outperformed against the 
benchmarks to which we compare our 
performance even with the cash balances that 
were pending investment in the early days of 
the Fund.  Nasdaq Bank Index consists of 
small cap banks traded on the Nasdaq 
Exchange and XABQ consists of 367 
Community Banks – which is why it is a 
relevant benchmark.  These banks tend to be 
slightly smaller than the bank in the 
NASDAQ Bank Index. The CAGR’s in 
Chart 3 above demonstrate our core 
performance adjusting for excess cash 
awaiting investment. 
 



 
                                 Chart 6       Chart 7 

        
  
(1)  Standard deviation based on information provided by broker (net of fees) from 04/04/2017 – 04/23/2018. 
(2)  For comparison purposes, inception date for Fund 3 uses April 2017 monthly statement from LICCAR. 
       CAGR = Compound Annual Growth Rate.  
(3)  Total return for Fund 3 (RISF) based on monthly statements compiled by LICCAR net of all management fees and expenses; 
       ABA Nasdaq Community Bank Total Return based on data provided by MarketWatch.   
       NASDAQ Bank Index based on data provided by S&P Global Market Intelligence (based on ending index value, not total return).   
(4)  Net return (excluding cash) for Fund 3 = Fund 3 Total Return divided by prior month end market value of bank stock investments.   
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Commentary for Charts 5, 6 and 7: 
The final 3 charts present the 3, 6 and 12 
month returns for Fund 3 vs. our 
benchmarks.  It is customary for Investment 
Advisors to present this data to investors.  
The charts are self-explanatory.  We are 
pleased that our relative performance during 
the 3 and 6 month periods outstrips the 
benchmarks to which we compare our 
performance.  The 1 year returns beat one 
and are just below the other of our bench-
marks.   
 
 



 
 
 
 

 
 

Additional Investment Form 
 

 
I wish to increase my investment by:___________________________________ 

(Fill in any dollar amount ≥ $10,000) 
 

 
Name:__________________________________________________ 

 
Email:__________________________________________________ 

 
Best Phone #:_________________________________________________ 

 
 
I understand you will forward additional paperwork for me to execute which will indicate that I continue to 
accept all the terms and conditions of the Limited Partnership Agreement.   
 

Please return this form using any of the following options: 
 

Scan and email to: john@rosenthalpartners.net 
or 
 

Fax to: 574-243-4377 
or 
 

Mail to:  
John W. Rosenthal Capital Management, Inc. 

4220 Edison Lakes Parkway 
Ste. 310 

Mishawaka, Indiana 46545 
 

THERE IS NO NEED TO SEND CASH NOW 
We will Invoice You at the Proper Time   

 
 
 

Questions Please Call 574-243-6501 
 

mailto:john@rosenthalpartners.net

