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Prologue:  As you might expect, the news for 2018 is not great.  While we performed better than our benchmarks, overall 
equity markets entered into “correction” territory during Q4 (defined as being down from highs by 10-20%) and some 
sectors even fell into the category of a “bear market” (defined as being down from highs by 20% or more.)  All stocks of 
every kind were dragged down this quarter.  What makes this so frustrating for us, is that our specific banks continued to 
perform very well.  The recent and current economic and financial conditions are not remotely close to what they were in 
2008/09 (when the credit and liquidity crisis was a very real and serious problem for big banks).  As I’ve previously 
written to you, our community banks are exceedingly well capitalized, highly profitable, paying dividends, growing loans, 
and, most importantly, loan quality remains stellar (i.e. low charge-offs and historically low levels of non-performing 
assets).  In spite of these facts, investor fears about all manner of things (details below) caused what, at times, appeared to 
be indiscriminate selling during the 4th quarter.  Investors fled stocks and poured into U.S. Treasuries (a flight to quality) 
causing bond yields to fall as bond prices increased.  (More on interest rates later.)  
 

Worth noting, so far in January, markets have rebounded.  As you will see in the table at the top of the next page, 
our partnerships are up markedly since year-end.  Specifically, as of January 18th, Fund 1 is up by roughly 8.3%, 
Fund 2 is up by approximately 7.2% and Fund 3 has increased by around 4.2%.   
 

On December 20th, we sent an interim update which contained some important historical information.  It highlighted the 
last 7 downturns of 15% or more which occurred in the bank stock market during the past 30 years and the corresponding 
rebound in the markets thereafter.  The timing of that message was so close to the holidays, you may not have seen it.  In 
case you missed it, the following link will allow you to digest that information more fully:  Important Interim Update 
dated December 20, 2018 
 

Also, please stay tuned for our 4th Quarter 2018 Bank Performance Newsletter which will be forthcoming in about 3 
weeks.  Only a few of our banks have reported results so far.  They are strong.  Most of our banks release earnings toward 
the end of January.  But the bigger banks who have already published their numbers are, for the most part, exceeding 
estimates.  If I’ve said it once, I’ve said it a hundred times: ultimately, performance drives stock price.  As our banks 
continue to perform well, I’m confident that, over time, prices will react to that performance.   

Headlines: 
 

• Financial Services Sector Rotated out of Favor in Q4 (Nasdaq Bank Index down 19%) as broader 
market indices also declined (See Tables Below)    

• The Yield Curve Flattened further during Q4.  The Spread between the 10 yr. UST vs. the 2 yr. UST 
has Fallen from 0.58% a year ago, to 0.17% as of Jan. 18, 2019.  The Shape of the Yield Curve 
Continues to Influence Bank Stocks.   

• The FOMC Raised the Target Fed Funds Rate in December for the Fourth Time this Year.  Future 
Rate Hikes are now less Certain.   

• Lower Tax Rates had the Expected Positive Impact on EPS at Community Banks!   
 

Summary Data Tables (Results): The tables below and on the next page present our performance this quarter and all of 
2018 as well as what has occurred since the end of the year.  While little solace, all 3 Funds substantially outperformed 
vis-à-vis the Nasdaq Bank Index in Q4 and Funds 1 and 3 bested the American Banker Total Return Index this period.   
 

(Please See the Appendices for Much More Detailed Information Regarding our Q4, 2018 and Historical Results.) 
  

Q4 2018 Results 
 

Q4 2018 Our Funds XABQ1 BANK1 S&P Comp. Nasdaq Comp. Dow Jones 
Fund 1 - 15.4% 

- 17.8% 
 

- 19.0% -14.0% -17.5% -11.8% Fund 2 - 18.0% 
Fund 3 - 11.5% 

  

Full Year 2018 
  

Full Year 2018 Our Funds XABQ BANK S&P Comp. Nasdaq Comp. Dow Jones 
Fund 1 -15.0% 

-14.9% -17.9% -6.2% -3.9% -5.6% Fund 2 - 18.2% 
Fund 3 -5.2% 



 

January 1 thru January 18, 2019 
 

Jan. 1-18 2019 Our Funds2 XABQ BANK S&P Comp. Nasdaq Comp. Dow Jones 
Fund 1  +8.3% 

+10.1% +11.3% +6.5% +7.9% +5.9% Fund 2  +7.2% 
Fund 3  +4.2% 

1. “XABQ” is the American Banker Total Return Community Bank Index and “BANK” is the Nasdaq Small Cap Bank Index  
2. Estimates only, not actual.      

YTD 2019 our results have modestly lagged our benchmarks primarily due to the fact that they performed better than the 
bank indices to which we compare our performance in Q4 and 2018.  
 

All Manner of Things Causing Fears:  In the opening paragraph of this letter, I suggested that all manner of things have 
recently caused investor fears resulting in the market correction which occurred during Q4.  In truth, some issues are 
legitimate concerns.  Many are not.  Again, I acknowledge that stock prices are a function of both actual operating and 
financial performance as well as future expectations.  I’ve emphasized that performance has remained very strong.  
Therefore, one can only conclude that concerns about the future are what caused stock price declines in the last part of 
2018.   
 

Without any false flattery, you are all extremely knowledgeable and well read.  You know the main worries facing 
investors today.  They include qualms about: Trade/Tariffs, a Global Economic Slowdown, the Government 
Shutdown, Earnings Growth, Rising Interest Rates, Politics, and a host of daily headlines that seem to feed negativity 
to the market.  While I don’t mean to regurgitate what you know from reading and watching the financial news, please 
allow me to make some comments about all of the above as it relates to the potential impact on our specific universe of 
banks.    
 

Trade/Tariffs:  The negotiations underway with China are important for the long-term health and prosperity of our 
country.  The actions being taken by both countries have and will affect the price of all commodities.  This increase in the 
cost of goods will be shared by consumers (in the form of higher prices on products) and by companies (in the form of 
potentially lower earnings).  A legitimate fear is the degree to which the increased price of goods will fuel inflation.  
Ultimately, the resolution of trade tensions should have a very positive impact on equity markets.  The impact to our 
community banks is related to how all this effects their customers.  Will corporate borrowers produce lower profits?  Will 
layoffs occur?  Will consumers reduce consumption?  These and other questions are at the heart of the issue.  The answers 
are not clear.  While it is easy to deduce that trade wars and tariffs will have some impact on everyone, the exact degree of 
“pain” is uncertain.  Markets do not like uncertainty.  In the absence of knowledge, people are left to make assumptions – 
which may or may not come to pass.  So, the sooner the lingering uncertainty around trade and tariff issues are resolved, 
the better for everyone, including banks.    
 

Global Economic Slowdown:  The robust rate of growth in China is slowing.  Europe seems to be slowing too.  GDP in 
the U.S. currently remains strong with a 3.5% rate in Q3 2018; but most folks believe it will slow from that level.  What 
does all this mean for our banks?  The biggest concern seems to revolve around the ongoing rate of loan growth.  The 
industry as a whole may see a slowdown in total new loan generation if global growth does shrink.  However, and this has 
been true for years, our banks have outstripped the pace of loan growth in the industry by a lot – sometimes as much as 3 
to 4 times the average loan growth of the entire banking industry.  Also, taking market share from their larger competitors 
is the “bread and butter” of community banking.  And, servicing their existing, growth-oriented middle market borrowers 
well, is another reason why our community banks have produced exceptional loan growth – which translates into higher 
levels of net interest income.  Finally, a global growth slowdown may have some minimal effect on the growth in loans of 
all banks – but I’m not losing a lot of sleep about the ability of our banks to continue to thrive as is relates to new loan 
generation.  As noted last quarter, the volume of mortgage lending activity does decline as rates rise.  But, with the recent 
decline in rates, mortgage refinancing activity increased from levels seen earlier in 2018.  Our banks capture their fair 
share of this activity which primarily translates into “fee income” as most of these mortgages are sold into the secondary 
market.  
 

The Government Shutdown:  Pundits estimate that the shutdown is reducing GDP by 0.1% per month.  That is very 
unfortunate.  Some of those effected are undoubtedly having trouble paying their bills – particularly as the limited 
shutdown continues to drag on.  It is a very sad state of affairs that our leaders cannot get together to solve the 
immigration issues which have been the primary sticking point of the shutdown.  But, while this may cause a small and 
temporary blip in the repayment ability of some, we believe that this situation won’t be anywhere close to the massive 
mortgage loan defaults which we saw during the Great Recession.  The shutdown effects a confined universe of 
government workers and when the back pay for these folks kicks in, mortgage loans are likely to be brought current.  
Resolving this issue will be a positive for equity markets – including our banks.    
 



Earnings Growth:  As noted in my letter last quarter, the rate of earnings growth must necessarily slow as the one-time 
effects of the lower tax rates were realized in 2018 when comparing results to 2017.  Talking heads debate whether the 
rate of earnings growth might range from 5 to 10% in 2019.  Could be more – could be less.  The question is whether this 
lower rate of growth will cause borrowers trouble in repaying their loans.  I argue that it won’t!  Even if the rate of 
earnings growth slows, most companies are generating more cash flow with which to repay loans.  In fact, an issue during 
2018 was that loan balances, especially working capital lines of credit, were being paid down at faster rates than seen in 
years, due to the cash surplus experienced by many companies.  This had the effect of slowing loan growth to a small 
degree at many banks.  So, just because earnings growth may slow from the torrid pace of 2018, it doesn’t automatically 
mean that borrowers will have more difficulty repaying their loan obligations.  Additionally, with the tighter underwriting 
standards which have been in effect since the Great Recession, I believe banks will weather any future recession or 
slowdown very well when it comes to the quality of their loan portfolios.  The underlying strength of all banks is better 
than it was ten, fifteen or twenty years ago.     
 

Rising Interest Rates:  I probably should have tackled this topic first.  But, I’ve addressed this issue many times before in 
my letters to you.  The level of rates and the shape of the yield curve may be the biggest direct issue facing banks today.  
First, the steeper the yield curve, the better for banks.   Secondly, higher rates are generally good for banks.  As rates rise, 
net interest margins generally increase too.  But, IF short term rates end up higher than long term rates, i.e. the yield curve 
inverts, those margins tend to compress, which is not good for banks.  So, we are watching this very closely.  If 
uncertainty is reduced by resolving some of the issues outlined above, we believe the recent “flight to quality” – wherein 
investors have demanded bonds and in so doing driven up bond prices (which reduces bond yields) - would likely abate 
and long term rates would likely rise meaningfully (steepening the yield curve).  Also, the Fed is getting a lot of attention 
these days.  It always does – but now more so than usual.  The key question is how fast it will raise the overnight Fed 
Funds rate.  This “managed rate” is an important bellwether for all other rates; but, is not a determinant of long term rates 
in and of itself.  Ultimately, the Fed is charged with managing inflation; and their target is to see inflation rise at 2% per 
year.  If it is above that level, they tend to raise rates to slow growth and inflation.  Even though the Fed raised rates 4 
times this year, inflation, while increasing slightly, is NOT consistently above 2%.  Therefore, more rate hikes may not be 
necessary in 2019.  Many “fed watchers”, including Diane Swonk, my highly respected former colleague from 1st 
Chicago, who is now chief economist at Grant Thornton, believes the Fed will begin to lower the Fed Funds rate by 
December of 2019.  Bottom line: interest rates are a very important barometer for banks and we watch them like a hawk.   
 

Politics:  What can I say?  The divisiveness and vitriol which exists in politics today is not healthy.  Politicians are so 
polarized they end up serving no one.  We seem to have lost the ability to live in the life-giving center, where compromise 
is an achievement – not a dirty word.  I’ve no ability to predict what may come in the days, months and years ahead.  
Some argue that a divided Congress (with the House being under Democratic control and the Senate in the hands of the 
Republicans) is a good thing.  I guess the theory goes that little will be accomplished and that government will be less 
intrusive to business.  Maybe so.  But, if government and business could work together cohesively, I believe mankind 
would be better off.  Here’s hoping that we get back to that standard someday.     
 

Miscellaneous Details Regarding the Logistics of your Investment 

1) Your Annual Year-End Statement(s) have been mailed to you and you should receive them shortly.   
2) Your K-1(s) will be mailed to you around March 10th.   
3) Adding to Your Investment.  Included at the end of this letter is a simple form for you to complete in order to begin 

the process.  Or, you may just pick up the phone and call me at 574-243-6501 and we’ll take it from there.  If you agree 
that banks are poised for a recovery in 2019, you may want to add to your investment with us.    

4) Audited Financial Statements.  The annual audited statements for our Funds will be emailed to you in late February.  
Also attached to that message will be a copy of our Privacy Policy and a link to our Form ADV.   

5) Annual Investor Meeting:  We will hold our annual investor meeting when the snowbirds return in late May or early 
June.  We’ll email your invitation with the specifics of this meeting in April.     

 

Conclusions:  I’ve learned many things during my time as your investment advisor.  One of the more frustrating lessons 
I’ve gleaned is that in spite of picking unique investments that produce solid, consistent EPS growth, that there are times 
when “macro-factors” still impact all stock prices – at least in the short-run.  Swimming against the tide is difficult.  But, 
and this is the key message I share in this letter, eventually, outperformance gets rewarded.  I encourage you to remain 
focused on the long-term value of the community banks in our portfolios.  P/E (price/earnings) ratios are down; but E 
(earnings) are not.  Over time, things should bounce back.  They have started to do so in January.  I remain fully invested 
and fully committed to what we are doing and how we do it.   
 

I shared the following thoughts in my last letter to you but they are worth repeating.  Buy low, sell high; keep your wits 
about you when others are losing their cool; make sure you know your companies better than the next guy; stay 
diversified; look for companies who can maintain their dividend stream; and above all, THINK – are all great lessons 
upon which we should focus.   
 



As you know, our philosophy and approach is one of value investing.  We are not “market timers”.  Our overriding goal is 
wealth preservation.  We work diligently to limit downside risk while providing satisfactory upside potential.  Since 
inception, we’ve achieved that goal.  Additionally, the data we share with you regarding the favorable Standard Deviation 
of our portfolios compared to indices, as well as the Beta’s of our portfolios, vividly demonstrate this defensive approach. 
 

I encourage you to look at the Appendices which apply to you.  Given market conditions, my invitation to call or email if 
you have any questions or comments is stronger than ever!  You may reach me by replying to this email or by calling me 
at the office at 574-243-6501 or on 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 
 
As noted in the 2018 Annual Letter to Investors, 2019 YTD results are off to a very strong start!  
Specifically, as of January 18, 2018 Fund 1 had increased by 8.3%! 
 

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 in relation to 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.   
 

A year ago, we 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 - 12/31/18 Gross Standard
Return %Deviation

       Fund 1 (LP & QP) 11.13% 15.66%
       ABA NASDAQ CB Index (XABQ) 9.10% 18.03%
       NASDAQ Bank Index (BANK) 6.62% 20.53%
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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 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.  
With the correction which occurred in Q4 
we are below that target for the first time in a 
long time.  We anticipate we will return to 
the target returns as the market rebounds.    

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. 
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                                         Chart 6                   Chart 7 

                
 
(1)  Standard deviation based on information provided by broker (net of fees) from 03/31/2010 – 12/31/2018. 
(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. This chart will now be 
presented on a rolling-twelve month basis.       
 
 



Appendix B – Fund 2 Performance Data 
 
 

As noted in the 2018 Annual Letter to Investors, 2019 YTD results are off to a very strong start!  
Specifically, as of January 18, 2018 Fund 1 had increased by 7.2%! 
 

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 in relation to 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.   
 

A year ago, we 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 - 12/31/18 Gross Standard
Return %Deviation

       Fund 2 (OFV) 13.42% 14.61%
       ABA NASDAQ CB Index (XABQ) 12.94% 16.35%
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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.  
Even with the correction which occurred 
during Q4 18, we are pleased to have 
achieved 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. 
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(1)  Standard deviation based on information provided by broker (net of fees) from 11/30/2011 - 12/31/2018.  
(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.  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.  Vis-à-vis the 
benchmarks, our five year results are better 
than our one-year returns.  In short, over 
time Fund 2 has performed well.  We are 
tracking nicely vs. the original benchmark 
(BANK) to which we have historically 
compared our performance for the 5 year 
time-frames even though we had substantial 
cash balances that were pending investment 
into stocks.   
 
 



Appendix C – Fund 3 Performance Data 
 
 

As noted in the 2018 Annual Letter to Investors, 2019 YTD results are off to a very strong start!  
Specifically, as of January 18, 2018 Fund 1 had increased by 4.2%! 
 

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 in relation to 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.   
 

A year ago, we 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.   
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*From 04/04/17 - 12/31/18 Gross Standard
Return %Deviation

       Fund 3 (RISF) 0.25% 9.89%
       ABA NASDAQ CB Index (XABQ) -8.81% 19.28%
       NASDAQ Bank Index (BANK) -11.46% 18.43%
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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 
higher return (albeit very small) but with 
significantly lower 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 far 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 above 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 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 target has been to achieve a return in the 
very high single-digit range.  We are 
disappointed that we have not achieved our 
goal but believe we will 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 banks in the 
NASDAQ Bank Index. The CAGR’s in 
Chart 3 above demonstrate our core 
performance adjusting for excess cash 
awaiting investment. 
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                                 Chart 6       Chart 7 

        
  
(1)  Standard deviation based on information provided by broker (net of fees) from 04/04/2017 – 12/31/2018. 
(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 
all periods outstrips the benchmarks to 
which we compare our performance.     
 
 



 
 

Additional Investment Form 
 

 
I wish to increase my investment by:___________________________________ 

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

Fund 1     Fund 2     Fund 3  
(Circle the one(s) that you wish to increase your investment) 

 
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

