
 

JOHN W. ROSENTHAL CAPITAL MANAGEMENT, INC. 
 

1st Quarter 2019 General Newsletter  
 

2019 Annual Bank Investment Summit to be Held Monday, June 3 at 11:45 a.m. in the 

Smith Ballroom at the Morris Inn – All Are Welcome! 
 

Headlines: 
 

• Stocks REBOUND from Q4 2018 “Correction” – See Table Below. 

• Shape of the Yield Curve is Prompting Conversation About the Future of the Economy. 

• Commodity Prices Increasing.  March Job Growth Strong. Will this Stimulate Inflation? 

• Tech Update: Will Small Banks Be Able to Compete?  (Spoiler Alert: the Answer is YES!) 
 

Summary Data Tables (Results): The table below presents our performance this quarter – by month and cumulatively.  

In some months we outperformed our benchmarks or broader market indices; and in others we came up short.  This is 

normal and variances will always occur.  Please recall too, that during Q4 ’18, we substantially outperformed vis-à-vis our 

yardsticks.  Please see the Appendices for more detailed information regarding our Q1 ’19 and historical results. 
  

Q1 2019 Results 
 

 

1st Quarter ’19 Fund 11 Fund 21 Fund 31 XABQ2 BANK2 

S&P 

Comp. 

Nasdaq 

Comp. 

Dow 

Jones 

January 7.77% 6.69% 0.76% 9.28% 10.83% 7.87% 9.74% 7.17% 

February 5.94% 5.24% 3.94% 6.37% 5.91% 2.97% 3.44% 3.67% 

March -8.52% -8.40% -1.95% -7.58% -8.19% 1.79% 2.61% 0.05% 

Cumulative Q1 4.59% 3.11% 2.68% 7.43% 7.77% 13.07% 16.49% 11.15% 

 

1. Average monthly net rate of return after fees/expenses 

2. “XABQ” is the American Banker Total Return Community Bank Index and “BANK” is the Nasdaq Small Cap Bank Index  
 

Stocks REBOUND:  In addition to the increases in the value of our Funds during Q1 listed above, so far in April, Fund 1 

is up 4.33%, Fund 2 is up 5.64% and Fund 3 is up 0.65% (results as of April 18, 2019 – estimates before fees/expenses).  

As you read in our Annual Letter to Investors delivered in January, a variety of “fears” seemed to grip the markets late last 

year.  They included worries over the trade wars, a potential global slowdown, the government shutdown, earnings 

growth, rising interest rates, and political uncertainty.  Some have said (and we are hard pressed to disagree) that markets 

suffered from “temporary insanity” during Q4.  How quickly sentiment changes!  Since then, the Fed has made it clear it 

plans to be “patient” about raising rates any further (in fact, the new worry is that the Fed might have to LOWER rates); 

the government has re-opened; and it appears as though a trade deal with China is more likely than not.  Furthermore, the 

long-awaited Mueller report was concluded and that too, seems to have calmed investor anxiety.  The combination of all 

these things have facilitated a meaningful recovery from the market dip during Q4 ’18.  Thank goodness cooler heads 

(smart money) have prevailed and an uptick in stock prices appears well underway.   
 

In December we sent an “Interim Update”.  In that document, we presented data about the last 7 market downturns of 15% 

or more over the past 30 years – which highlighted the corresponding rebound in markets after those 7 corrections.  On 

average, the time period of decline and the corresponding rebound were each about 6 months in length.  We’re only 3 

months into the current recovery cycle following those December 2018 lows.  In order to more completely register this 

recovery, we will update those charts and send that info to you in the 2nd Quarter General Newsletter – after this uptick 

has a bit more time to run its course. 
 

Again, we are all relieved that so far in 2019 stocks have picked up.  However, the various industry sectors have 

recovered at different rates.  While the somewhat slower restoration in the banking sector has been frustrating (especially 

since profits, asset quality and growth from our banks has remained very strong) we expect that as Q1 earnings are 

released in April, our stocks might experience a well-deserved bounce – similar to what they did in January.  Stay tuned 

for these updated performance numbers in our Bank Performance Newsletters which will be sent in 3-4 weeks.  More 

importantly, in those letters we will carefully review and update you on the actual financial and operating performance of 

our various banks.  We’re expecting good outcomes.   
 



Yield Curve:  Chatter about the shape of the yield curve has been dominating financial news for the past several months.  

While it is important to review the macro factors associated with the shape of the yield curve, we will also distill our 

observations down to how the yield curve might impact banks.  Before we go any further, let’s review the following graph 

to highlight how the shape of the yield curve has changed over time. 
 

You can see that the blue line – which is the shape of 

the curve today – has indeed flattened.  In fact, the 

duration between the 1 month yield and the 5 year 

yield is even slightly inverted.  Importantly, the slope 

between the 2 year and 10 year remains slightly 

upward sloping or positive.  Most of the talk 

surrounding a flat yield curve centers on whether the 

shape of the curve is predicting a recession down the 

road.  Our take is that it is still too early to tell.  

Because it’s not only the shape of the curve that 

matters, but how long it remains flat/inverted and by 

how much.  If the yield curve were to stay flat or 

invert for a year or more and/or the degree to which 

it inverts increases, the chances become greater that a 

“normal cyclical recession” may occur (but NOT the 

Credit and Liquidity Crisis of 2008-09).   
 

As it relates to banks, which are inherently sensitive 

to interest rates, the more positive upward sloping 

(steep) the yield curve is, the better.  Why?  As 

we’ve highlighted previously, banks tend to fund themselves with shorter duration deposits (along with other liabilities) 

and lend at rates tied to the longer end of the curve – thereby increasing their spreads.  Last fall, the fear was the Fed 

would keep raising rates and the short end of the curve would pivot higher, resulting in an inverted curve.  Now, the 

concern is just the opposite: that the long end of the curve might pivot downward while the short end remains static.  In 

each of those potential scenarios, the outcomes would be the same – an inverted yield curve.  (We’ll be discussing this in 

even greater detail at the upcoming Annual Bank Investment Summit.  Come hear more about this important topic.) 
 

So, the $64,000 question becomes: what shape is the yield curve likely to take in the future?  Well, we can more easily 

predict the most likely outcome for the short end of the curve.  Again, the Fed has made it clear it expects to “pause” and 

continue to look at the data before making any more changes to the Fed Funds rate.  This allows us to forecast, with some 

certainty, that the short end of the curve is likely to stay where it is for the foreseeable future.  It is much more difficult to 

foretell which direction the long end of the curve might pivot.   
 

Long-term rates are not set by the Fed.  The Fed may influence long rates with their commentary and policy actions as 

they manage the overnight Fed Funds rate – but the “market” is, by far, the dominant determinant of longer-term rates.  

Long-term rates are “set” by what market participants believe is the most likely future rate of inflation and growth.  So, 

forecasters must predict both important variables to determine what yield they will accept on a bond.  As an example, if an 

investor believes that growth and inflation taken together are likely to be 5% in the future, they would never be willing to 

buy a bond yielding 2.5% today.  If they did, they would be sure to “lose value” in such an investment.   
 

Therefore, in order to assess whether the long end of the curve is more likely to pivot upwards (increase) or downwards 

(decrease), we need to shift our discussion to future expectations for inflation and growth.      
 

Inflation and Economic Growth:  The Federal Reserve has two primary objectives: 1) managing inflation through its 

implementation of monetary policy, and 2) monitoring economic growth.  When it comes to the Fed’s monetary policy, its 

long-standing goal has been to maintain inflation around 2%.  In doing so, the Fed must simultaneously guard against 

deflation (price declines) and runaway inflation (rampant price increases).  Either of those are bad for our economy.  

Currently, inflation is in check.  It has been tame for the past decade.  If anything, it’s been below the Fed target of 2%.  

That is primarily why the Fed kept the Fed Funds rate so low for so long.   
 

But what’s on the horizon?  Inflation as measured by the Consumer Price Index includes a basket of goods.  We want to 

share just two critical drivers of inflation in the following graphs – oil and copper:   



  Crude Oil - 01/01/2019 – 04/15/2019    Copper - 01/01/2019 – 04/15/2019 

As you can easily see, of late, those two fundamentally important commodities are increasing in price – markedly.  

Consider too, the seemingly boundless increases in the cost of education, health care, and a host of other non-commodity 

related services.  Next, wage growth – another factor which has kept inflation down for so long – is starting to rise.  As of 

March of this year, wage growth over the last 12 months was 3.2 percent.  And, the most recently released jobs data 

showed that 192,000 jobs were created in March – exceeding expectations.  

Another critical factor influencing inflation is growth in productivity.  Increases in productivity help keep inflation in 

check.  Coinciding with wage growth, the increase in productivity allows employers to raise wages at a faster rate justified 

by the increased output.  Taking all these things into consideration (and so much more), the Fed must work hard to strike 

the right balance as it manages short rates by setting the target Fed Funds rate.  Our opinion is that inflation is likely to 

increase in the future.   

The second Fed mandate is to watch over economic growth.  If GDP becomes red-hot, the likelihood of inflation 

increases.  If GDP is anemic, worries over deflation creep into its calculus.  As you know, the Fed increased the target Fed 

Funds rate 4 times in 2018.  It has now communicated that it is on the sidelines awaiting more data before it takes any 

further actions.  As noted above, that is why we predict the short end of the curve should remain relatively stable.   

Back to the main question: will the long end of the curve pivot upward as a result of higher inflation and growth 

expectations – or will it pivot down anticipating continued low inflation and slower growth?  The outcome will be partly 

influenced by what happens during the trade negotiations with China (and Europe).  A successful outcome of those 

negotiations, (which would limit or decrease tariffs which each country has imposed on the other) could signal the start of 

a rebound in global growth which might have the effect of increasing long-term interest rates.  Simultaneously, a 

reduction in tariffs will remove some inflation worries about the increasing cost of a host of goods and commodities. 

While the outcome for longer rates are difficult to predict, we believe the long end of the curve will pivot upwards and the 

yield curve will steepen.  Our forecast here is part of the reason we remain bullish about financials – particularly our niche 

of community banks.   

All our analysis and comments about growth tie in to the larger discussion about the “R” word – recession.  Some of you 

may have seen or read about the recent testimony to Congress from the CEO’s of the 6 largest U.S. Banks.  When asked 

about their greatest fears concerning the economy and banking system, one CEO responded his fear is “that we talk 

ourselves into a recession”.  That comment was prescient!  It highlights that fear (from consumers/investors) can become 

a self-fulfilling prophecy.  The following is a link from the dean of banking, Jamie Dimon, with his take of the prospects 

of a recession: Jamie Dimon says US economic expansion 'could go on for years' 

Before moving on, we want to emphasize (in the strongest possible terms) that the direction of rates and the shape of the 

yield curve is only one factor among many that we analyze in gauging our level of bullishness or bearishness about banks.  

Spread income is very important to community banks but it is NOT their only source of revenue.  Furthermore, we are 

laser-focused on the expense side of the income statement.  Loan losses can impact profitability very quickly and very 

meaningfully.  So, as we’ve said to you countless times, ASSET QUALITY is our hot-button.  We will continue to watch 

this like a hawk.  We hope you take confidence in our multi-faceted approach to examining the strength of our banks.  

Finally, as you know, we believe culture drives all these tangible financial outcomes.  Culture remains king!  

Tech Update: Can Small Banks Compete?  Several folks have asked us about the March 2nd WSJ article entitled “Small 

Town Banks Crippled By High Tech Costs – As services move on-line, community branches struggle”.  We were very 

eager to respond to those who queried us about this article as we take umbrage with the broad brush this article was 

painted.  And, the reasons, more fully detailed in the following link Reaction to the Wall Street Journal Article, have been 

the focus of many letters we’ve previously sent: 1) not all banks are created equal, and 2) management teams’ matter!  

https://static1.squarespace.com/static/5beaf5e5b40b9dfd5d769275/t/5cbf45aa104c7bdb8551c5c6/1556039082546/Reaction+to+Wall+Street+Journal+Article+March+2nd+%28FINAL%29.pdf
https://static1.squarespace.com/static/5beaf5e5b40b9dfd5d769275/t/5cbf5abc419202e615d95cbf/1556044476525/CNBC+Jamie+Dimon+Comments+%28FINAL%29.pdf


We keenly encourage you to review our commentary by clicking on the link above, or by accessing this piece, (along with 

other missives) in the Investor Information section of our newly designed website.  Instructions regarding how to login to 

this secure portal are revealed below. 
 

Miscellaneous:  In this letter, we are pleased to attach these links to our Annual Form ADV and Privacy Policy.  These 

annual disclosures are important and we are delighted to share them with you.   
 

We warmly invite you to peruse our new and improved website: www.rosenthalpartners.net  We’ve added a section for 

“investors only”.  The universal login for all limited partners is: banksrus.  (Kinda catchy – huh?)  As part of our 

unfailing commitment to safeguard and protect any and all of your private data, we still won’t place any sensitive info (i.e. 

tax ID #’s) in cyberspace.  However, in the private section of our website we are consolidating past Newsletters and other 

communications.  This “library” will allow you to reference a host of information and messaging which we’ve previously 

shared.  We provide all this in response to requests we’ve received for this “archived” material.  It is not our intention to 

overwhelm you – but rather, to remain totally transparent and accountable to you by making our past “pontifications” 

more easily accessible.  Happy reading to those who wish to dive in and re-read any of these past communiqués.     
 

We apologize that this letter is so long, but we hope the content contained herein is worthwhile.  We strongly encourage 

you to look at the Appendices following this letter which apply to you.  Finally, as always, we warmly welcome your call 

or email if you have any questions or comments!  You may reach us by replying to this email or by calling us at the office 

at 574-243-6501 or on John’s cell at 574-276-1128 or Adam’s cell at 440-667-5974.   

 

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/
http://www.rosenthalpartners.net/
https://static1.squarespace.com/static/5beaf5e5b40b9dfd5d769275/t/5c79457ae5e5f0810ed0a7c6/1551451516405/JWRCM+2019+ADV+Part+1+and+Part+2.pdf
https://www.rosenthalpartners.net/privacy-policy


 

Appendix A – Fund 1 Performance Data 
 

As noted in the Newsletter, April results are off to a strong start!  Specifically, as of April 18th, Fund 1 has 

had a gross increase of 4.33%! 
 

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 little over 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 - 03/31/19 Gross Standard

Return %Deviation

       Fund 1 (LP & QP) 11.38% 16.00%

       ABA NASDAQ CB Index (XABQ) 9.71% 18.31%

       NASDAQ Bank Index (BANK) 7.32% 20.48%
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4.86%
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Higher Risk
Higher Return

Lower Risk
Lower Return

Higher Risk
Lower Return

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 

’18 we remain below that target.  We 

anticipate we will return to the target returns 

as the market continues to rebound.    

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 – 03/31/2019. 
(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 Newsletter, April results are off to a strong start!  Specifically, as of April 18th, Fund 2 has 

had a gross increase of 5.64%! 
 

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 little over 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.   
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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 an 

excellent return with the lowest risk.  This, 

of course, is precisely what we set out to do.     



 

                                   Chart 2 
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                                           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 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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                                   Chart 6               Chart 7   

                           
   
   
(1)  Standard deviation based on information provided by broker (net of fees) from 11/30/2011 - 03/31/2019.  
(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 Newsletter, April results are off to a positive start!  Specifically, as of April 18th, Fund 3 

has had a gross increase of 0.65% 
 

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 little over 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 similar charts to those 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 - 03/31/19 Gross Standard

Return %Deviation

       Fund 3 (RISF) 3.41% 9.79%

       ABA NASDAQ CB Index (XABQ) -1.03% 19.32%

       NASDAQ Bank Index (BANK) -2.34% 18.50%
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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 lower than our stated 

target) but with significantly lower risk. 

Even though we’ve come up short compared 

to our target, we take heart in our 

SUBSTANTIAL outperformance vis-à-vis 

our benchmarks during this period of time.       
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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 continue to believe that 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. 
 



                                 

                                  Chart 5 

 
                                 Chart 6       Chart 7 

        
  
(1)  Standard deviation based on information provided by broker (net of fees) from 04/04/2017 – 03/31/2019. 
(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 most recent 6 and 12 month periods 

outstrip the benchmarks to which we 

compare our performance.  Our 3 month 

results may have been dampened by our 

substantial outperformance during the past 

year.   
 

 



 

 

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



