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Headlines: 
 

• Funds Post Solid 2nd Quarter Results – See Tables Below 
• Record Attendance at 2019 Annual Bank Investment Summit Held on June 3rd  
• Economy Continues to be Influenced by Trade Conflicts, Fed Policy and Global Growth  
 

Summary Data Tables (Results): The first 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 did not.  
This is normal and variances will always occur.  Please recall that during the tumultuous 4th quarter of 2018, we 
substantially outperformed vis-à-vis our yardsticks.  The second table presents our year-to-date returns – by quarter and 
cumulatively.  Please see the Appendices for more detailed information regarding our Q2 ’19 and historical results. 
  

Q2 2019 Results 
 

2nd Quarter ’19 Fund 11 Fund 21 Fund 31 XABQ2 BANK2 S&P 
Comp. 

Nasdaq 
Comp. 

Dow 
Jones 

April 4.22% 7.09% 1.80% 6.48% 6.93% 3.93% 4.74% 2.56% 

May -4.44% -3.45% -2.37% -7.45% -8.37% -6.58% -7.93% -6.69% 

June 3.80% 3.95% 2.94% 6.09% 6.38% 6.89% 7.42% 7.19% 

Cumulative Q2 3.37% 7.49% 2.31% 4.55% 4.23% 3.79% 3.58% 2.59% 
 
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  
 

Year-to-Date 2019 Results 
 

YTD ’19 Fund 13 Fund 23 Fund 33 XABQ4 BANK4 S&P 
Comp. 

Nasdaq 
Comp. Dow Jones 

Q 1 4.59% 3.11% 2.68% 7.43% 7.77% 13.07% 16.49% 11.15% 

Q 2 3.37% 7.49% 2.31% 4.55% 4.23% 3.79% 3.58% 2.59% 
Cumulative 

YTD 8.11% 10.83% 5.06% 12.32% 12.33% 17.35% 20.66% 14.03% 
 

3. Average quarterly net rate of return after fees/expenses 
4. XABQ” is the American Banker Total Return Community Bank Index and “BANK” is the Nasdaq Small Cap Bank Index  
 

Funds Post Solid 2nd Quarter Results:  Second quarter outcomes were influenced by strong profits posted by our banks 
in Q1 and released in early Q2.  But overall results continue to be affected by broader market factors reviewed in more 
detail below.  Annualizing 1st half returns by doubling these numbers would result in stellar full-year outcomes – exceed-
ing our targeted returns and recovering 2018 declines.   
 

Record Attendance at 2019 Annual Bank Investment Summit Held on June 3rd:  As always, we thoroughly enjoyed 
hosting our annual gathering for you.  We experienced record attendance and are grateful for your interest in keeping 
abreast of your investment(s) with us as well as the operating environment and overall economic conditions in the banking 
industry.  If, per chance you were unable to attend and missed the email recapping our event, the following is a link to the 
presentation materials we shared at the meeting:  2019 Annual Bank Investment Summit Presentation – June 3, 2019.  If 
you have questions or comments about anything in the link, please contact us.   
 

Economy Continues to be Influenced by Trade Conflicts, Fed Policy and Global Growth:  The major themes facing 
investors remain the same as in the recent past.  Worries over how tariffs and trade relationships may affect growth world-
wide remain of paramount concern.  Trade negotiations have resumed between the U.S. and China and we are in the midst 
of a “time-out” as it relates to the imposition of new or higher tariffs on imports from the PRC.  The threatened tariff on 
goods being imported from Mexico scared the market during Q2, but steps taken to resolve the real issue of tighter 
controls on boarder security and immigration were quickly negotiated and markets breathed a collective sigh of relief.   

https://rosenthalcapitalmgmt.squarespace.com/s/Rosenthal-Capital-Annual-Meeting-Presentation-6318-FINAL-hrhl.pdf


 

The Fed remains a key focus for investors as well.  Will they or won’t they – lower the target Fed Funds rate?  Jobs data 
reported on July 5th was stronger than anticipated.  When that happened, the yield on the 10-year UST bounced up more 
than 10 basis points.  It’s difficult to ascertain what the FOMC will do, but most believe they will lower rates by 25 basis 
points at their meeting later this July.  This is a double-edged sword: investors in broader/general equity market securities 
will appreciate lower short-term rates and the yield curve may steepen with the short end of the curve declining potentially 
more than the long end of the curve.  But lowering rates may signal some concerns about the overall strength of the 
economy as well.   
 

As we have emphasized in both our written materials and our presentation at the annual meeting, it is both the shape of the 
curve and the absolute level of rates that matters to our banks.  Higher rates and a steeper curve are the best-case scenario 
for community banks.  Again, the long end of the curve will be determined by future prospects of growth and inflation.  
Should trade disputes be resolved, global growth would most likely accelerate.  As labor markets remain strong and get 
even tighter, wage inflation may cause overall inflation to creep up as well.  As always, we keep a very watchful eye on 
all these factors.  In the near term as it relates to banks, the decline in Treasury yields and corresponding contraction in 
LIBOR rates will pressure the asset side of bank balance sheets.  However, we believe 2Q may see an increase in fee-
based revenue (specifically mortgage loan originations), coupled with solid expense management, still benign credit 
trends, and continued return of capital to shareholders via share repurchases and/or increased dividend payouts.  The 
profitability of our banks will ultimately determine their stock price.  Accordingly, we encourage you to once again be on 
the lookout for our Bank Performance Newsletters which we’ll send after our banks have reported 2nd Quarter results.   
 

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.  As promised, now 
that we are 6 months into the current recovery cycle following those December 2018 lows, we provide the following link 
to recap this most current rebound.  Tables on the last 7 Market Corrections and Recoveries.  We hope you find this 
information both useful and somewhat comforting.  Corrections like the one we saw late last year are upsetting.  But the 
corresponding recovery which has ensued, highlights the need to stay focused on the long-term outcome of your 
investments.   
 

Miscellaneous:  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 or account information) 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 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://rosenthalcapitalmgmt.squarespace.com/s/Corrections-Summary-Through-June-2019.pdf


Appendix A – Fund 1 Performance Data 
 
 
 

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 some of our benchmarks.  But whether we beat 
the benchmarks 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 - 06/30/19 Gross Standard
Return %Deviation

       Fund 1 (LP & QP) 11.51% 15.95%
       ABA NASDAQ CB Index (XABQ) 9.97% 18.44%
       NASDAQ Bank Index (BANK) 7.60% 20.45%
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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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                                  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.  
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 – 06/30/2019. 
(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. These charts are presented 
on a rolling 1, 3 and 5 year basis.       
 
 



Appendix B – Fund 2 Performance Data 
 
 
 

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 some of our benchmarks.  But whether we beat 
the benchmarks 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.   
   
 
 
                                  Chart 1                                   

 
    
 
 
 
 
 
 
 
 
 
 
 

*From 11/30/11 - 06/30/19 Gross Standard
Return %Deviation

       Fund 2 (OFV) 14.17% 15.07%
       ABA NASDAQ CB Index (XABQ) 13.79% 17.00%
       NASDAQ Bank Index (BANK) 11.79% 18.99%
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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.     
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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 - 06/30/2019.  
(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.  These charts 
are presented on a rolling 1, 3 and 5 year 
basis.  There is no other way to say it other 
than our 1-year return has fallen short of the 
benchmarks. Vis-à-vis the benchmarks, our 
5-year results are better than our one-year 
returns.  In short, over time Fund 2 has 
performed well.  We are tracking above the 
original benchmark (BANK) to which we 
have historically compared our performance 
for the 5-year timeframe even though we had 
substantial cash balances that were pending 
investment into stocks.   
 
 



Appendix C – Fund 3 Performance Data 
 
 
 

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 some of our benchmarks.  But whether we beat 
the benchmarks 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 - 06/30/19 Gross Standard
Return %Deviation
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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 thus more 
comparable to the investments in Fund 3. 
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 – 06/30/2019. 
(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 
satisfied that our relative performance during 
the most recent 6-month period outstrips 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

