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March 31, 2018 
 
Dear Fellow Investor, 
 
The net return for Schutt Private Investment Fund, LP for the year ended December 31, 
2017 was 9.9%, and for the fourth calendar quarter was 8.6%. The Fund’s returns for 2017 
and the last five years, as well as our overall investment allocation, or mix of investments, 
are summarized in the following table. 

 
 
1. The S&P 500 return includes dividends and neither the S&P 500 nor the Wilshire 5000 reflect an adjustment for any fees or expenses. 
2. Return on invested capital is calculated by dividing the Fund’s gross return by the average invested capital during the period, and then subtracting the percentage of fees and 

expenses incurred during the period.  Internally, we use this metric to track investment performance excluding the effect of cash on returns.   

Presented below are our top contributors and detractors for the three months ended 
December 31, 2017. 

 

While the Fund’s performance diverged rather widely from that of the S&P 500 in 2017, I 
encourage you as always to take a multi-year view on performance, as well as to consider 
our allocation when making direct comparisons. I aim to apply a true steadiness in 
temperament year-by-year, regardless of the ups and downs in the market, and find that 
this attitude is optimal for decision-making and long-term perspective. 

My goal remains to deliver great risk-adjusted returns over time and, by doing so, to 
compound your wealth at attractive rates over many years. Looking back over the past five 
years, the Fund has delivered an annualized return of 12% with an average allocation of 
75% stocks, 10% loans secured by real estate, and 15% cash. As such, an investor who 
committed $100,000 five years ago now has a capital account worth over $176,000. This 
compounding has occurred at a very acceptable rate, though it remains my long-term 
objective to do better.  

When I closely study the portfolio’s most satisfying wins and most disappointing losses 
over our nearly nine years of experience, the overwhelming source of positive return has 
been in the category of above-average businesses (having an identifiable competitive edge, 
which could include unique corporate culture attributes) bought at great prices, managed 
by talented and honest leadership who are good stewards of capital. Leading examples of 
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this construct are Markel (first purchased in 2009) and Constellation Software (first 
purchased in 2013).  

Over the Fund’s history, we have had some investments that fit this criteria well and many 
others that were purchased with less emphasis on the quality of the business and more on 
measurable “cheapness” with little regard for the company’s longer-term prospects. To 
some degree, I am fortunate to have made the initial purchases in the better businesses at 
all. Because, as great as these businesses are, at the time I bought them they fit those rather 
strict quantitative investment criteria I was using, such as a low price-to-book or low price-
to-earnings (P/E) multiple. From there, we just enjoyed the ride. In hindsight, I could have 
paid quite a bit more for them and still enjoyed a great outcome.  

There are plenty of ways to make (and lose!) money through investment, and each strategy 
has its own attributes and requires certain skills. Each investor, too, has his or her particular 
strengths, and defining that small circle where one is best set up for success is an important 
act of discovery and a step towards optimizing performance. You should expect to see 
investments that emphasize the inherent quality of a business and the people defining and 
perpetuating its culture more heavily weighted in our portfolio over time when such 
securities satisfy our valuation criteria.  
 

Full Exit of Biglari Holdings 

In December 2017, I fully exited our position in Biglari Holdings.  

I recently wrote about the many merits of this investment. These include a good collection 
of assets, a talented investor and business operator, and the likelihood that in the future the 
investor/operator would have lots of capital to deploy and likely allocate it well through 
investments. I have also noted that it trades at a materially discounted price. Without a 
doubt, the situation satisfies many of the criteria I seek in a holding. 

A succession of decisions by Chairman & CEO, Sardar Biglari, over the years, however, 
have gradually tilted increasing control of the company toward the CEO himself and, in 
turn, shifted significant economics in his own favor. I have concluded that the culmination 
of these actions make the situation uninvestable for me. I think many potential shareholders 
agree – and perhaps made that determination years ago – and that much of the continuing 
discount in the stock price is a result of Mr. Biglari having control combined with investor’s 
lack of trust. If this is indeed the case, the current proposal to split the share classes will 
likely cause the discount applied to the non-voting shares to become even larger.  

Looking back, any of Mr. Biglari’s many corporate actions can be pulled out for inspection 
and rationalized. And frankly, I have allowed myself to go along using this rationalization 
for years. For example, Mr. Biglari has over the past few years contributed company capital 
to a hedge fund he runs and in turn used much of that capital to purchase shares of Biglari 
Holdings. This seems circular, of course, and given the large discount in value, bypassed 
an obvious opportunity to simply repurchase company shares and richly reward all 
shareholders. But these purchases allowed Mr. Biglari to consolidate control of the holding 
company, since he acts as sole manager of the hedge fund and directs the voting of its 
shares. And if you were a supportive shareholder, and believed Mr. Biglari’s talents were 
critical to the company’s prosperity, then you would argue that these actions were in the 
best of interest of the company, as it ensured that he remained in full and uncontested 
control. 
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Mr. Biglari is extremely talented, industrious, and focused. He has built an impressive 
enterprise and has managed the operating businesses very well using creativity and 
acumen. The discount remains large, and I expect he will continue to grow intrinsic value. 
He could execute a very logical and swift restructuring of the business in the future that 
amends many of the troubling issues I have highlighted – but I worry that the dynamics 
present will prevent a lot of the compounded value he creates from being transferred to us, 
and feel it is appropriate that we redirect our capital elsewhere. 

 
Current Holding Discussion – Kennedy Wilson Holdings 

Company Overview 

Kennedy Wilson Holdings (KW) is a real estate operating company and investment 
manager. Unlike a real estate investment trust (or REIT) that must distribute most of its 
cash flow, Kennedy Wilson can retain and reinvest its cash, giving the company the 
opportunity to reinvest permanent capital and grow per share value. Historically, the 
company has been a successful distressed and opportunistic real estate investor, having 
purchased both real estate assets as well as loans secured by real estate in the past. KW 
prefers situations with some distress or superficially unattractive features that allow for 
“fixing” and value creation.  The company’s primary components of value are: i) a portfolio 
of partly or wholly-owned, cash flowing properties, ii) an investment management business 
that combines company capital with that of third-party investors to make real estate 
investments, iii) approximately $400 million of non-core assets producing little or no 
current income, and, perhaps most importantly, iv) a long-tenured senior management team 
with a distinct culture. 

KW leverages two sources of advantage in identifying, purchasing, and managing 
properties. First, it maintains “boots on the ground” presence in its core markets in the form 
of asset management teams. This presence results in deep local knowledge and an ability 
to move very quickly on promising opportunities. Second, KW establishes close 
relationships with banks and financial institutions in its core markets. Especially in times 
of market stress, KW will position itself as a key partner and asset manager for banks that 
have had to take possession of properties from borrowers. In turn, these strong banking 
relationships often become a pipeline of “off market” acquisition opportunities, and the 
banks themselves become important capital partners as lenders supporting KW’s property 
acquisitions. While local teams source and evaluate acquisition opportunities, capital 
allocation decisions are made at the corporate office, where viable opportunities compete 
for capital. 

I have observed the company for a few years and recently met two of its key managers, 
and believe that, culturally, these folks are flexible, adaptive investors and business 
builders with an eye on the long-term. Chairman & CEO, Bill McMorrow bought Kennedy 
Wilson in 1988 for $1 million. The company was then a real estate auction business. He 
still owns around 10% of the company. Though McMorrow is now 71 years old, his three 
top managers are substantially younger and play a major role in running the business. Mary 
Ricks has worked with Bill for almost 30 years, runs the European operation, and is 53. 
The next two key managers, Matt Windisch and Justin Enbody, are 38 and 37, respectively, 
and have been with the company for 12 and 8 years, respectively. My sense is both Mary 
and Matt, in particular, would be qualified to step in as CEO today, if needed, and I expect 
that this will be the eventual succession plan.  
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There are a number of signals indicating that management is currently intent on driving 
renewed focus and efficiency. KW is divesting a significant number of small or non-core 
properties. Most of these are in Europe and came as part of large property portfolio 
acquisitions the company made in the past six years. Today, the contribution from these 
properties to net operating income (or, “NOI” 1) is negligible and they are expected to yield 
some $400 million in proceeds over the next couple of years. KW has also exited its asset 
management divisions in Spain and Austin, Texas. These operations are highly labor 
intensive and often operate at breakeven or a loss – where the company does not believe it 
will scale meaningful property portfolios, such exits make a lot of sense and will help to 
lower operating costs. Finally, KW has both lowered its cost of capital and increased its 
capital flexibility in recent years, as the scale and recurring cash flow of the enterprise has 
warranted better terms on debt and greater access to unsecured borrowing. 

Kennedy Wilson’s Markets 

KW’s three core markets are the Western U.S. (particularly Washington state, but also 
Portland, Northern and Southern California and Salt Lake City), Ireland and the UK. The 
company’s total recurring net operating income from owned properties is currently $439 
million. 

Apartment properties in the Western U.S. power $153 million, or 35% of the company’s 
net operating income. In full, 47% of KW’s recurring cash flow comes from properties of 
various type in the Western U.S.  

The largest local contributor is the greater Seattle market where KW controls over 10,000 
apartment units (not all are 100%-owned), with more than 1,000 additional units under 
development. Seattle has strong market dynamics, being the home of major employers 
Amazon, Microsoft, Costco, Boeing and Starbucks. These corporations and the economic 
activity they fuel result in a strong employment and income profile. Further, Seattle 
remains affordable when measured by rental rates relative to income as compared to many 
other large cities in the U.S., such as New York, Boston, Chicago and the major California 
metro areas. KW primarily owns garden-style apartment complexes away from the city 
center in this market. This is a property type that the company has long targeted and it has 
great experience both operating and adding value to these properties through incremental, 
high-return investments that drive increased rents and cash flow. As a result of their 
location, the properties offer rents substantially below those of comparable apartments in 
the central business district. This affordability attracts a broad segment of income earners, 
gives KW headroom to increase rents over time, and insulates it from the more dramatic 
swings in rents and property values often experienced by a more luxury product. Over the 
past five years, same property NOI in its stabilized portfolio of U.S. apartments has growth 
on average by more than 9% annually. 

European office properties power another $107 million, or 24% of KW’s recurring net 
operating income. In total, 47% of its recurring cash flow comes from properties across 
sectors in the UK and Ireland. 

KW’s entrance in to the UK and Ireland provide a good case study of the company’s 
opportunistic playbook. In 2011, having never operated in these markets before and while 
Ireland’s economy was deeply depressed, KW purchased The Bank of Ireland’s real estate 
investment management business, which came with a handful of local employees and 
                                                 
1 Net operating income, or NOI, is a standard industry term that is a proxy for property-level cash flow before debt 
service. 
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management of $2.3 billion in property assets. This acquisition formed the foundation for 
Kennedy Wilson Europe and established a base in Dublin and London from which to build 
the company’s investment platform in Western Europe. KW also played an instrumental 
role that year in putting together an investment group to recapitalize the Bank of Ireland, 
and keep it out of government ownership at a time when the country’s other major banks 
were being nationalized. These two actions deeply engendered a relationship with the Bank 
of Ireland that has served Kennedy Wilson well as the company has built a major regional 
property ownership presence. 

Beginning in 2011, KW deployed several billion dollars of company and outside partner 
capital to acquire properties and distressed loan pools in Europe, with a focus on Ireland 
and the UK. In particular, management identified Ireland as a key target market, given its 
attractive fundamental attributes such as high barriers to entry and its solid demographics. 
These purchases resulted in the company today owning premier office and apartment assets 
in and around Dublin, and a substantial office portfolio in the UK. Even better, some of the 
purchases came with additional land the development of which comprises a significant 
organic investment opportunity. Today, with around 100 operating professionals and a 
large property portfolio in the UK and Ireland, the company is an established, large player 
in these markets and is poised through development and future acquisitions to maintain or 
grow this position.  

The apartment market in Ireland is undersupplied given strong population growth among 
the younger generations and is ripe for the type of value-add playbook that KW has long 
executed in the U.S. KW has found that some large apartment buildings have “broken” 
ownership structures – in a 100-unit building, for example, one party may own 10 units 
and another party 13 other units and so on. This fragmentation gives ownership no 
incentive to make value-add investments in common areas and amenities. Where KW has 
assembled full control over apartment properties or developed new properties, it has 
deployed a premium accommodation and amenity package to these markets, driving 
distinction and premium rents. KW sees the opportunity to grow its apartment portfolio in 
Europe over the coming years by more than doubling its current portfolio to 5,000 units. 

Office property ownership in the UK and Ireland has proven to be much more favorable to 
the long-term owner than comparable properties in the U.S. First, lease terms are much 
longer (up to 10 years is typical in the U.S. while as many as 25 years is typical in Europe). 
Second, tenants bear much more of a building’s operating cost in European markets, 
whereas U.S. property owners are often required to fund large amounts of tenant 
improvements in order to secure leases. Finally, at least in the UK, multi-decade leases are 
subject to upward-only rent reviews every five years. Particularly in Ireland, KW is 
currently encountering strong demand, and recently sold one office property under 
development to JP Morgan, and leased another to Google.  

Investment Management Platform 

In addition to direct property investments, KW leverages its broad market reach and 
operational capabilities to deploy third-party capital through an investment management 
platform. Target investments for the investment management platform tend to be viewed 
as “trading” opportunities – properties that the company believes it can own for 5-7 years, 
enhance the value, and then exit. Between existing investment funds and joint-venture 
partnerships, KW manages approximately $3 billion in outside capital today. On third-
party capital, the company stands to earn both recurring management fees (typically 1 - 
1.25%) and incentive compensation (20% of profits). KW targets investing its own capital 
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in an amount equal to 5% – 10% of each fund, and the management fees earned effectively 
leverage KW’s return on these equity investments. 

KW is currently raising its sixth investment fund, and expects to raise $1 billion per year 
over the next five years. Its partners in these funds are global institutional investors such 
as endowments and pension funds. With the recent merger with and consolidation of its 
European business, KW also sees a new opportunity to more broadly develop its 
investment management business in its European markets. 

Organic Growth 

Organic growth opportunities are expected to add to the company’s existing base of net 
operating income. One area of organic growth is development opportunities. As previously 
noted, through opportunistic purchases in Europe, KW has excess land adjacent to owned 
properties that is the raw material for a significant development pipeline that is well 
underway. In fact, deliveries by the end of 2019 are expected to add nearly $19 million to 
its existing base of $439 million in net operating income. Properties currently in 
stabilization are expected to add another $17 million during the same time frame.  

A prime example of this is Capital Dock in Dublin, where Kennedy Wilson is in the process 
of building 343,000 square feet of office space and 190 high-quality apartment units with 
premium amenities across three buildings in a premier city location. Capitol Dock is owned 
jointly by KW, Fairfax Financial, and Ireland’s National Asset Management Association 
and was acquired through the purchase of a secured noted backed by the property in 2012. 
At the time of purchase, it comprised a Class A office building plus three acres of adjacent 
undeveloped prime land. The full project is expected to be delivered in 2019.  

Also, a U.S.-based KW unit called Vintage Housing Holdings is notable for its 
development pipeline. Vintage offers affordable rate, low income housing in the Western 
U.S. and has a substantial pipeline of more than 2,000 units in development or design. The 
company acquired joint interest in Vintage in 2015 and the business utilizes federal tax 
credits available to property developers on this type of product. KW’s partner in the 
business is a long-time and experienced operator in this niche space. 

A second source of organic growth is value-add opportunities available at owned 
properties. In much of its portfolio, particularly just after acquiring a new property, KW 
executes value-enhancing property improvements that result in material increases in rents 
in subsequent years. Typically this is accomplished through a combination of upgrades to 
existing units and adding or enhancing amenities such as common areas or fitness facilities. 
According to management, the incremental return from value-add improvements is the 
highest-return investment available to the company.  

A third source of organic growth is simply the growth in cash flows from existing 
properties. KW’s U.S. apartment portfolio has increased its NOI by 9% annually on 
average over the past five years. Consider for a moment the desirable inherent qualities of 
a well-located property in a healthy market. It is impossible to replace, at least from a 
location standpoint, and depending on the surrounding density and availability of 
developable land, often enjoys a competitive position that is strong and enduring (and 
frankly, can be hard to screw up). Rents are contractual and increase over time, and normal 
course operating costs typically do not increase in parallel, resulting in attractive increases 
in cash flow. I expect KW’s existing portfolio of properties to increase NOI by 4-5% 
annually, on average, going forward.  
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In addition to these growth initiatives, KW expects $400 million in proceeds from the sale 
of non-core or underearning assets and will redeploy this capital to more efficient uses. 
Recently, the company announced a $250 million share repurchase authorization that will 
be funded from some of these proceeds.  

Why It May Be Cheap 

Generally, KW likely receives some discount due to its structure as an operating company 
in a peer universe dominated by REITs, making it an oddball among security analysts and 
investors. In addition, this peer universe is currently out of favor due to rising interest rates 
and the expectation that higher rates will put pressure on property prices. One REIT index, 
for example, has underperformed the S&P 500 by more than 18% over the past 12 months.  

Further, its structure is somewhat complex, utilizing joint-ventures and investment funds 
with third party capital to effect many of its investment strategies. With this structure comes 
accounting and reporting complexity that may obfuscate value, even as management 
increases its disclosures year-by-year.  

More specific investor concerns relate to management’s compensation and KW’s share 
issuance over time. Historically, KW’s compensation scheme has emphasized large cash 
bonus payments equal to a portion of the company’s annual EBITDA (a proxy for pre-tax 
cash flow). This incentive would intuitively cause management to emphasize growth of the 
business (i.e., more EBITDA) over growth in per share value, a tension of great importance 
for shareholders. Recent comments by management suggest changes to the cash bonus 
program are absolutely under discussion, and the forthcoming proxy statement will tell of 
any changes to this program.    

Until very recently, the lack of more aggressive share repurchases, when, by most 
knowledgeable accounts, the shares appear quite inexpensive, was top of mind for 
shareholders. However, KW just announced a $250 million buyback authorization to be 
executed over the next 18 months. This could retire nearly 10% of the company’s shares at 
current prices. The initiation and size of this buyback is an important, positive signal to 
me. 

And finally, a history of raising equity and growing the outstanding share count, including 
to effect the recent consolidation of Kennedy Wilson Europe, has caused skepticism too. 
On this point, KW has a reasonable argument to make that equity raised has been put 
towards accretive opportunities, even if those investments have not gotten credit in the 
form of higher stock prices. On the other hand, if management identified large 
opportunities for capital deployment, especially in a distressed market, I suspect it will 
consider raising public equity capital again. I would hope this would be an inferior choice 
against, for example, raising third party capital through an investment fund or joint venture, 
but in some cases it could still make sense. 

Conclusion 

KW has a number of value creation initiatives underway that will further bolster the 
recurring cash flow of the business by the end of 2019. These include properties in 
stabilization, properties in development and an expected $400 million in proceeds from the 
sale of non-core or underearning assets that can be redeployed to more efficient uses. KW 
will also substantially grow its investment management platform over the next five years. 
Adding these contributions to its current cash flow, assuming modest annual increases in 
property level cash flow, and deducting for corporate-level expenses, I arrive at a valuation 
between $25 - $28 per share by the end of next year. I expect continued growth in value 
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beyond 2019, as well, as the company continues its flexible pursuit of opportunities with a 
growing permanent capital base. In particular, KW has used major dislocations in markets 
it likes as an opportunity to aggressively deploy capital at attractive rates of return. For 
these reasons, KW is currently one of our largest investments.  
 

An Unforced Error 

Early in the year I initiated a merger arbitrage position that ended up costing us some 
money. I keep a file with categories of mistakes logged over the years to help facilitate 
learning from them and to try to prevent their repetition. One of these categories is simply: 
“Believing short term profits are possible and easy.” In the case of the proposed merger of 
Walgreens and Rite Aid, in retrospect, my decision-making was overly influenced by this 
siren song of quick and easy profits.  

My primary thesis was simply that a highly capable business builder like Stefano Pessina, 
who had successfully navigated growth through many acquisitions over time, would find a 
path to getting regulatory approval and complete this transaction. When that happened, as 
owners of Rite Aid shares that traded at a meaningful discount to the takeout price, we 
would enjoy a quick and outsized return. Unfortunately, those expectations were wrong.  

While this style of investment has never been too meaningful to our overall strategy, I have 
had success in merger arbitrage in the past, for example, the Lorillard and Reynolds 
American merger in 2015. But this is a niche area of investment where one’s batting 
average must be very, very high in order for it to have a positive influence on overall 
results. The Rite Aid investment resulted in a large loss on a small amount of capital, and 
reduced the Fund’s performance by 1% for the year.  
 

_________________________________ 

Thank you for your trust and confidence. Please contact me if you have any questions or 
concerns. If you know of anyone who may be interested in learning more about the Fund, 
I would welcome your introduction. 

I look forward to reporting to you shortly on our activities during the first quarter of 2018. 

Best regards, 

 
 
Marshall P. Schutt 
Managing Member  
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Appendix A: Overview of Changes in Holdings and Current Holdings (10/1/17 – 12/31/17) 

 
Business Descriptions of Holdings at 12/31/17 
(*one of top 5 largest holdings at 3/31/18) 

ABL Alliance, LLLP – asset-based loan portfolio  
Bank of America Corp. – large U.S. financial institution 
Bank of America TARP Warrants – warrants to purchase stock in this large U.S. financial institution 
Berkshire Hathaway* – holding company; insurance, railroads, utilities, manufacturing, retail and services 
British American Tobacco – tobacco (previously Reynolds American) 
Calfpasture Jeffrey Park, LLC – construction loan and direct equity investment in a real estate development project 
Constellation Software* – provider of vertical market software solutions (including a small corporate debt holding) 
Fairfax Financial Holdings* – property and casualty insurance and reinsurance globally 
Interactive Brokers Group – automated global electronic broker  
Kennedy Wilson Holdings* – real estate investment company 
Limbach Holdings, Inc. – commercial specialty contractor and servicer of mechanical and electrical systems 
Markel Corporation – property and casualty insurance and reinsurance globally 
MMA Capital Management – investment manager; affordable housing and renewable energy 
P&I Hammerhead, LP* – private investment consisting solely of publicly-traded shares of The Bancorp (TBBK) 
Residential Acquisition & Construction Loan XVIII – high yield loan and direct equity investment secured by residential 
property; Columbus, OH 
Residential Real Estate Loan XX – high yield first mortgage secured by residential property; Columbus, OH 
Commercial Construction Loan XXI – high yield construction loan secured by commercial property; Columbus, OH 
Residential Acquisition & Construction Loan XXII – high yield first mortgage secured by residential property; 
Columbus, OH 
Commercial Acquisition & Construction Loan XXIII – high yield loan secured by commercial property; Columbus, OH 
Commercial Construction Loan XXIV – high yield loan secured by commercial property; Columbus, OH 
Residential Acquisition & Construction Loan XXV – high yield first mortgage secured by residential property; 
Columbus, OH 
Village Bank & Trust Corporation – community bank 
W.R. Berkley Corporation – property and casualty insurance globally 
Wells Fargo Bank, N.A. – large U.S. financial institution 
Wells Fargo TARP Warrants – warrants to purchase stock in this large U.S. financial institution 
Wilmington Holdings Corporation – controlled investment; private property & casualty insurance company; held 
through an investment in Gearson Partners Holdings, LP 
 
 

 
 
 

New Positions Disposals

Residential Real Estate Loan XXII Biglari Holdings

Commercial Real Estate Loan XXIII Rite Aid Corp. 

Commercial Real Estate Loan XXIV

Residential Real Estate Loan XXV

Positions Substantially Increased
1

Positions Substantially Reduced
1

Kennedy Wilson Holdings MMA Capital Management

(1) An increase or decrease representing at least 0.50% of the Fund’s capital, measured as of the beginning of the quarter.
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Appendix B: Performance 

My preferred measurement is not how the Fund performs quarter to quarter or year to year, but rather 
over three- to five-year periods – and encourage you as a limited partner to view our results the same 
way. The Fund’s objective is to achieve attractive risk-adjusted returns over sufficiently long periods. 
It is not to match a benchmark index in any given quarter or annual period. In fact, given its limited 
number of holdings, it should be expected to diverge from the broad market from time to time.  

 
1. The return on invested capital highlights the performance of the Fund’s investments, excluding its cash balances. It is calculated 

by dividing the Fund’s gross return by the average invested capital (“Exposure”), and then subtracting the percentage of fees and 
expenses incurred during the period. 

2. Exposure represents the average invested capital during each month within the quarterly period.  For example, 75% exposure would 
indicate 25% of the Fund’s capital is in cash.  

3. The S&P 500 return includes dividends and neither the S&P 500 nor the Wilshire 5000 reflect an adjustment for any fees or 
expenses. 

Net 
Return

Return on 
Invested 
Capital1 Exposure2 S&P 5003

Wilshire 
5000

4Q 2017 8.6% 9.2% 94.4% 6.6% 6.4%

FY 2017 9.9% 10.6% 87.9% 21.8% 21.0%

Quarter Cumulative Quarter Cumulative Exposure2 Quarter Cumulative Quarter Cumulative

2Q 2009 1.3% 1.3% 25.7% 25.7% 6.1% 15.9% 15.9% 16.8% 16.8%

3Q 2009 4.1% 5.4% 20.9% 51.9% 21.1% 15.6% 34.0% 16.3% 35.9%

4Q 2009 3.5% 9.0% 8.5% 64.8% 43.4% 6.0% 42.1% 6.0% 44.0%

1Q 2010 6.3% 15.9% 11.5% 83.8% 56.0% 5.4% 49.8% 6.3% 53.0%

2Q 2010 -3.5% 11.8% -5.5% 73.7% 62.1% -11.4% 32.7% -11.1% 36.1%

3Q 2010 2.6% 14.7% 3.9% 80.4% 70.5% 11.3% 47.6% 11.7% 52.0%

4Q 2010 7.1% 22.9% 9.8% 98.0% 74.0% 10.8% 63.5% 11.7% 69.7%

1Q 2011 4.8% 28.8% 6.6% 111.1% 74.1% 5.9% 73.2% 6.0% 79.9%

2Q 2011 -2.7% 25.3% -3.3% 104.1% 78.2% 0.1% 73.4% -0.1% 79.7%

3Q 2011 -10.3% 12.5% -13.2% 77.1% 76.6% -13.9% 49.3% -15.2% 52.5%

4Q 2011 2.5% 15.3% 2.9% 82.2% 75.4% 11.8% 67.0% 12.0% 70.7%

1Q 2012 10.3% 27.2% 13.2% 106.2% 79.1% 12.6% 88.0% 12.8% 92.5%

2Q 2012 -1.5% 25.3% -1.8% 102.5% 73.9% -2.8% 82.8% -3.2% 86.4%

3Q 2012 5.7% 32.4% 8.0% 118.7% 72.5% 6.4% 94.4% 6.1% 97.7%

4Q 2012 0.5% 33.1% 0.8% 120.5% 74.7% -0.4% 93.7% 0.3% 98.2%

1Q 2013 8.6% 44.5% 11.3% 145.5% 76.5% 10.6% 114.2% 11.2% 120.5%

2Q 2013 0.4% 45.1% 0.7% 147.2% 78.5% 2.9% 120.5% 2.9% 126.9%

3Q 2013 3.8% 50.7% 5.0% 159.4% 79.3% 5.2% 132.0% 6.3% 141.2%

4Q 2013 7.0% 61.2% 9.1% 183.0% 78.3% 10.5% 156.4% 10.1% 165.7%

1Q 2014 3.3% 66.5% 4.3% 195.1% 78.8% 1.8% 161.1% 1.9% 170.8%

2Q 2014 3.6% 72.6% 4.8% 209.1% 78.7% 5.2% 174.7% 4.9% 184.0%

3Q 2014 -1.5% 70.0% -1.8% 203.7% 82.5% 1.1% 177.8% 0.0% 183.9%

4Q 2014 4.6% 77.8% 5.0% 219.0% 91.7% 4.9% 191.5% 4.9% 197.8%

1Q 2015 3.2% 83.4% 3.7% 230.7% 88.6% 1.0% 194.3% 1.8% 203.0%

2Q 2015 2.4% 87.9% 2.9% 240.3% 85.6% 0.3% 195.1% 0.0% 203.0%

3Q 2015 -3.1% 82.1% -3.5% 228.3% 85.0% -6.4% 176.1% -7.4% 180.6%

4Q 2015 2.7% 87.0% 3.1% 238.5% 89.0% 7.0% 195.5% 5.9% 197.1%

1Q 2016 -1.6% 84.1% -1.6% 233.1% 96.3% 1.4% 199.5% 0.8% 199.5%

2Q 2016 2.2% 88.2% 2.6% 241.6% 88.1% 2.5% 206.9% 2.8% 208.1%

3Q 2016 5.6% 98.8% 6.9% 265.3% 82.6% 3.9% 218.7% 4.5% 222.0%

4Q 2016 7.4% 113.4% 10.0% 302.0% 74.7% 3.8% 230.9% 4.3% 235.8%

1Q 2017 -2.5% 108.2% -2.9% 290.2% 81.5% 6.1% 251.0% 5.7% 255.0%

2Q 2017 1.6% 111.5% 1.9% 297.7% 85.7% 3.1% 261.8% 3.0% 265.5%

3Q 2017 2.1% 115.9% 2.4% 307.2% 89.9% 4.5% 278.0% 4.5% 282.0%

4Q 2017 8.6% 134.6% 9.2% 344.6% 94.4% 6.6% 303.1% 6.4% 306.3%

Net Return
Return on Invested 

Capital1 S&P 5003 Wilshire 5000


