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U.S. Markets Bypass Doubters, But Valuations Look Full and Opportunities More Company-Specific 

Continuing on its persistent upward trajectory, the S&P 500 Index looks to be on track to end the year with an 
annual return of over 35% based on what we’ve seen year-to-date.  The Index has been in the news often lately, 
having recently achieved all-time nominal intraday and closing highs.  The results of the December FOMC meeting 
may erect a barrier to continued gains, but so far, U.S. equities seem to have shaken off almost all challenges.  In 
fact, multiple finance pundits have announced that they foresee no near-term factors likely to break down positive 
market trends.  Of course, “black swan” events that generate sharp market inflection points are by definition 
unforeseen.  When crowds of commentators continually discuss how smooth they expect the path ahead to be, it 
certainly gives us pause. 
 
Bond funds have seen an exodus of investor dollars that seem to have ended up in U.S. stocks.  In a symbolic 
transition, PIMCO’s Total Return Fund, a bond bellwether, recently passed on the title of world’s-largest-mutual-
fund to the Vanguard Total Stock Market Index Fund, a broad U.S. equity fund.  It appears that developments like 
these have weighed on the minds of many investors that doubted the staying power of the current rally.  Quarter 
after quarter of U.S. market appreciation and a series of higher highs has generated capitulation from multiple 
bearish sources recently, despite little fresh news regarding the broad drivers of performance.  Certainly, such 
occurrences make us wonder if we are being provided signs of a market top. 
 
Sanguine market outlooks, albeit sometimes reluctantly achieved, seem to be based more on momentum than on 
reliable long-term sales and earnings capabilities.  Indeed, historic levels of widespread stock buybacks have 
helped to mask less-than-stellar business results.  As an example, early accounts of “Black Friday” retail sales 
appear tepid.  The Federal Reserve is almost universally expected to remain accommodative with rates well into 
the future, regardless of whether or not it begins to taper its QE asset purchases in December or early in 2014.  
Accordingly, monetary policy tailwinds continue to buoy equity expectations.  The contrast between moderate 
earnings growth and positive investor sentiment makes U.S. stock markets appear to us to be fully-priced at this 
point.   
 
This is not to say there are no fundamental economic indicators to fuel a bullish U.S. equity view, however.  There 
was no shortage of companies beating Wall Street estimates with their November earnings reports.  Also, the U.S. 
Department of Labor recently reported initial unemployment claims well below consensus expectation levels, and 
the widely referenced University of Michigan consumer confidence survey reflected increased consumer positivity 
from October to November. 

Despite these factors, we believe U.S. equities are generally fully valued currently.  We find nuanced analysis of 
investment opportunities is a particularly important discipline at this point in the market cycle. 

Fund Review 

The ASTRA Tradewinds U.S. Equity Fund experienced gains of 3.34% net of fees for November, coming in below 
the S&P 500 Index return of 4.61% for the month.  Underperformance relative to the index was primarily driven by 
financial sector holdings, with declines in a few high-conviction-weighted companies creating a drag on sector 
returns.  Positive relative contribution for the Fund was led by health care sector selections, benefiting from double-
digit returns in multiple Fund holdings over the month. 
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The Fund trails the index on a year-to-date basis, but absolute returns remain near 30% net of fees.  Much of the 
year-to-date underperformance is attributable to materials holdings, particularly precious metals mining companies.  
Such exposures have been severely trimmed over the 2013 period, as we began to believe they would continue to 
be deeply challenged along with the rest of the commodity complex.  Indeed, these stocks continued to decline in 
price after we exited our positions. 
 
The highest average exposure in the Fund year- and month-to-date continues to be financial companies, with a 
particular focus on insurance holdings.  We find these companies to have attractively transparent business models, 
with valuations below our estimates of their book value.  We also believe these insurance firms are well-placed 
cyclically to improve earnings. 
 
The Fund’s smallest average exposure year- and month-to-date is found in telecommunication services companies.  
This sector has trailed all other market sectors in recent times, as its traditionally defensive status has been 
perceived as a negative during the current market rally.   
 
We anticipate that the broad U.S. equities market will move generally sideways in the near-term.  Overall full 
valuations demand careful allocations, in our view.  We continue to invest only where we find compelling potential 
rewards in exchange for risks taken, with an emphasis on quality and sustainability.  We believe there is a wealth of 
such opportunities currently available, with many attractive investments having been overlooked.  In our 
experience, markets such as these allow disciplined, valuation-focused stock pickers to add meaningful value, so 
we are very optimistic going forward. 
 
 
 
Important Disclosures 
 
This commentary has been prepared at the request of SSQ Financial Group, specifically in connection with the ASTRA Tradewinds U.S. Equity 
Fund.  The statements contained herein reflect the opinions of Tradewinds Global Investors, LLC (“Tradewinds”) as of the date written. Certain 
statements are forward-looking and/or based on current expectations, projections, and information currently available to Tradewinds. Such 
statements may or may not be accurate over the long-term. While we believe we have a reasonable basis for our comments and we have 
confidence in our opinions, actual results may differ from those we anticipate. We cannot assure future results and disclaim any obligation to 
update or alter any forward-looking statements, whether as a result of new information, future events, or otherwise. Statistical data or references 
thereto were taken from sources which we deem to be reliable, but their accuracy cannot be guaranteed.  
 
It is important to remember that there are risks inherent in any investment and there is no assurance that any investment or asset class will 
provide positive performance over time. Value style investing presents the risk that the holdings or securities may never reach their full market 
value because the market fails to recognize what the portfolio management team considers the true business value or because the portfolio 
management team has misjudged those values. In addition, value style investing may fall out of favor and underperform growth or other style 
investing during given periods. Non-U.S. investing presents additional risks such as the potential for adverse political, currency, economic, social 
or regulatory developments in a country including lack of liquidity, excessive taxation, and differing legal and accounting standards. These risks 
are magnified in emerging and frontier markets. In addition, while we believe investing in companies with less liquidity has the potential to add 
alpha on the upside, such names are also more subject to price volatility on the downside. This commentary should not be construed as 
investment advice with respect to any particular security, asset class, or strategy.  
 
Past performance does not guarantee future results. 
 


