
 

There is no guarantee that the fund will achieve its objectives, generate positive returns, or avoid losses.  Past performance does not ensure future results.  
Investors should carefully consider the investment objectives, risks, charges and expenses of the Linde Hansen Contrarian Value Fund. This and other 
important information about the Fund is contained in the prospectus, which can be obtained by calling 1-855-754-7933. The prospectus should be read 
carefully before investing. The Linde Hansen Contrarian Value Fund is distributed by Northern Lights Distributors, LLC, member FINRA. Linde Hansen & 
Co., LLC is not affiliated with Northern Lights Distributors, LLC.   
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 Market Review 

US stocks surged in the fourth quarter on the surprising Trump 
victory and recapture of the House and Senate by the Republicans.  
Consensus thought was battered in 2016, first by “Brexit” and then 
by Trump.  Polls and forecasts seem to no longer be trustworthy and 
the world seems more uncertain.   The more un-analyzable the big 
picture becomes, the more it behooves investors to start from the 
bottom-up, in our opinion. 

The outcome of the election was clearly not the consensus 
expectation as evidenced by the sharp moves in a number of 
industries.  President-elect Trump’s promises of increased 
infrastructure spending sent steel stocks up 31% on average.  
Healthcare stocks were hammered, falling roughly 8% on average as 
healthcare reform becomes a big question mark. Hospital stocks, 
among the biggest beneficiaries of “Obamacare”, fell 20% on 
average as repeal of the healthcare legislation becomes a possibility. 

Meanwhile, bankers and bank stocks exhibited signs of relief.  
Expectations for less regulation in the world of finance combined 
with potential for a steepening yield curve sent the shares of bank 
stocks up 30%.  While the potential for change is a positive, it’s hard 
not to conclude the stocks may have gotten a bit ahead of 
themselves as the earnings improvement expected may not 
materialize in a timely manner.       

The median return for the 2,766 stocks which passed our initial 
screen on September 30, 2015 was 6.9% for the quarter.  The 
average return on an equal weighted basis was 7.45%. Despite its 
strength, the advance was not as broad based as one would expect.  
Correlation fell as only 66% of the stocks advanced during the 
quarter, a market more favorable to active management.  

Portfolio Review 

The Linde Hansen Contrarian Value Strategy was up solidly during 
the fourth quarter, underperforming the Russell Mid Cap Value 
Index (+5.5%) but exceeding the return of the S&P 500 (+3.8%). 

Our best performing stocks during the quarter were McDermott 
International, an oilfield service company that designs and 
constructs complex offshore oil and gas production facilities (4.6% of 
portfolio) and Citizens Financial Group, a bank (4.6% of portfolio).  
Both were up nearly 50% during the quarter.    

Detracting from the portfolio were Gulfport Energy Corporation 
(3.0% of portfolio) and Nokia Corporation (2.2% of portfolio).  

Gulfport’s shares fell sharply following the announcement of a large 
acquisition which necessitated a dilutive stock offering.  Nokia 
drifted lower after reporting lackluster third quarter earnings and a 
continued reduction in earnings expectations. 

Current View 

What a difference a day makes.  And the day that made the most 
difference in 2016 was Election Day.   We did not anticipate the 
Republicans running the table, but in the aftermath we must step 
back and assess the tremendous political change it engenders.  
Overnight, it felt as though our country’s political point of view 
veered from its left-leaning socialist bent to a gridlock-free, pro-
business orientation.  As investors, we welcome the change. 

Lower corporate taxes, reduced regulatory burden, ramping up fiscal 
spending: these all bode well for higher profitability levels and 
growth in earnings.  Raising tariffs and trade barriers: not so good.  A 
lot has been said by President-elect Trump.  Some of it is nothing but 
bombastic rhetoric; other proposals are sound policies that have 
been long waited for by the business community.  Politicians have 
been promising the world for as long as elections have been held so 
what policies will eventually make their way forward is hard to tell.  
But at the margin the environment will be more pro-business and 
that is undeniably a positive.       

The post election rally in stocks, while welcomed, did not make 
stocks cheaper at first blush.   As of December 30, 2016 the median 
price-to-normalized-earnings-per-share (P/NEPS)1 of the companies 
in our valuation screen was 21.5 times, a historically high level.  
However, that does not take into account the potential for a 
reduction in the corporate tax rate.  If the new administration is 
successful in lowering the rate to the advertised 15% it would 
meaningfully raise after-tax return-on-invested-capital (ROIC) and 
NEPS. The P/NEPS in this lower tax rate scenario would fall to 17.5 
times.  Reality lies somewhere between the two. 

Politics aside, earnings and cash flow are what count.  Our primary 
objective is to build a concentrated portfolio of companies that we 
believe are undervalued relative to their normal earnings power 
while having managements that are trying to drive their return-on-
invested-capital higher.  We invest stock-by-stock: when we find a 
situation where the stock is attractively valued and strong catalysts 
to drive ROIC higher are present, we will add it to the portfolio.  
Given the changes we see, we believe 2017 will be an exciting year. 

  
 1 Percent of LHVAX at NAV as of 12/31/2016. Portfolio Holdings are subject to change and should not be considered investment advice. 
 2 Price-to-normalized-earnings-per share (P/NEPS): Normalized Earnings Per Share (NEPS) is derived from proprietary Linde Hansen & Co. calculations.  
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   It is an estimate of how much a company would be earning today if it were to achieve its historical average return on invested capital. 

(1) Inception date of the fund is February 8, 2012.  (2) The maximum sales charge for Class A Shares is 5.25%. Class A Share investors may 
be eligible for a reduction in sales charges.  The total annual fund operating expense ratio, gross of any fee waivers or expense reimbursements, 
is 1.77% for Class A and 1.52% for Class I. 

Performance data quoted here represents past performance. Current performance may be lower or higher than the performance data quoted 
above. Investment return and principal value will fluctuate, so that shares, when redeemed, may be worth more or less than their original cost. 
Past performance is no guarantee of future results. The Fund’s investment adviser has contractually agreed to reduce its fees and/or absorb 
expenses of the fund, at least until March 31, 2017 to ensure that the net annual fund operating expenses will not exceed 1.40%, and 1.15%  for 
(Class A), and (Class I) shares, respectively, subject to possible recoupment from the Fund in future years.  Please review the Fund’s prospectus 
for more detail on the expense waiver. Results shown reflect the waiver, without which the results could have been lower.  A Fund's 
performance, especially for very short periods of time, should not be the sole factor in making your investment decisions.  For performance 
information current to the most recent month-end, please call toll-free 1-855-754-7933. 

Russell Mid-Cap Value Index- measures the performance of the mid-cap value segment of the U.S. equity universe. It includes those Russell Midcap Index 
companies with lower price-to-book ratios and lower forecasted growth values.  Investors are not able to invest directly in the index referenced in this 
illustration and unmanaged index returns do not reflect any fees, expenses or sales charges.  The referenced index is shown for general market 
comparisons and is not meant to represent the Fund. 
Mutual Funds involve risk including the possible loss of principal.  There is no assurance that the fund will meet its investment objectives, you may lose 
money by investing in the Fund. 

Investing in undervalued securities involves the risk that such securities may never reach their expected market value, either because the market fails to 
recognize a security’s intrinsic worth or the expected value was misjudged.  A value investment style may go in and out of favor causing the Fund to 
underperform other investment styles.  The Fund is ‘non-diversified’, and thus invests its assets in a smaller number of companies than many other 
funds and as a result a change in the value of a single security may have significant effects on the Fund’s value.  Investments in foreign securities carry 
special risks, including foreign political instability, greater volatility, less liquidity, financial reporting inconsistencies, and adverse economic 
developments, all of which may reduce the value of foreign securities.  Many of these risks can be even greater when investing in countries with 
developing economies and securities markets.   

Smaller capitalization companies may have a narrower geographic and product/service focus and be less well known to the investment community, 
resulting in more volatile share prices and liquidity.  Larger capitalization companies pose the risk that larger, more established companies may be 
unable to respond quickly to new competitive challenges such as changes in consumer tastes or innovative smaller competitors.  Mid-Capitalization 
companies may be more vulnerable to adverse business or economic events than larger, more established companies.  Mid-sized companies may pose 
risks including liquidity, market and financial resources and may depend upon a relatively small management group.  Investments in companies 
involved in special situations, such as reorganizations or restructurings, may involve greater risks when compared to the Fund’s other strategies.  
Failure to anticipate changes affecting these types of investments may result in permanent loss of capital.  6067-NLD-1/12/2017 

Linde Hansen Contrarian Value Fund Performance as of 12/31/2016 
 Three Months One Year Since Inception (1)  
Linde Hansen Contrarian Value Fund Class A (LHVAX) 4.15% 10.54% 8.70% 
Linde Hansen Contrarian Value Fund Class A - With Sales Charge (2)  -1.33% 4.70% 7.52% 
Linde Hansen Contrarian Value Fund Class I (LHVIX) 4.18% 10.77% 8.97% 
Russell Midcap Value Index Total Return 5.52% 20.00% 14.16% 

For more information please contact your Financial Advisor or; 
Mutual Fund Inquiries 1-855-754-7933 

Separate Account Inquiries / Composite Performance (973) 593-8300 

Visit the Linde Hansen website www.lindehansen.com 


