
 

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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Commentary Market Review 

During the first quarter of 2017, US stocks continued to move 

upwards as investors continue to digest the surprising Trump victory 

and recapture of the House and Senate by the Republicans.  Though 

there is a new President in the White House, that doesn’t change 

the reality that nothing happens quickly or easily in Washington; the 

Trump administration is learning some tough political lessons.  Our 

new President’s unpredictability and his willingness to drop Twitter 

bombs as well as real ones have raised global tensions.  It has also 

raised political news coverage to an annoyingly pervasive level.   As 

bottom-up stock pickers we look forward to the dissipation of 

cacophony as we do not favor markets driven by macro/geopolitical 

factors, or Tweets from the President. 

Winners and losers of the fourth quarter “Trump Trade” seemed to 

flip as 2017 began.  Bank stocks – the big winners in post-election 

2016 - paused and retreated in Q1:17 while hospital stocks bounced 

back as repeal of Obamacare hit an impasse. Technology stocks 

were the best performers in the quarter.  Energy stocks were the 

worst performers as the price of oil and natural gas faded during the 

period.  

The median return for the 2,258 stocks which passed our initial 

screen on December 31, 2016 was 3.27% for the quarter.  The 

average return on an equal weighted basis was 4.86%. 

Approximately 61% of the stocks advanced during the quarter, 

suggesting positive performance was not broad based.  

Portfolio Review 

The Linde Hansen Contrarian Value Strategy was slightly negative 

during the first quarter, underperforming the Russell Mid Cap Value 

Index (+3.76%) and the return of the S&P 500 (+6.07%). 

Consistent with the overall market, our best performing stocks 

during the quarter were technology stocks: Broadcom Ltd (3.0% of 

portfolio) and Cadence Design Systems (3.2% of portfolio).  Both 

companies posted solid year-end earnings and have positive 

outlooks. 

Detracting from the portfolio were Endo International (3.3% of 

portfolio) and Vista Outdoor Inc. (0.0% of portfolio). Endo, a 

specialty pharmaceutical maker, continued to bear the brunt of 

concerns over drug pricing. Vista fell sharply as its outlook for 2017 

declined as it struggles with consolidation and bankruptcy among its 

sporting goods retailer customer base.  The problem appears to be 

deeper and longer lasting than we originally expected.  Accordingly, 

the stock was eliminated from the portfolio. 

 

Current View 

Enthusiasm for stocks was evident in the first quarter as “risk-on” 

returned to the lexicon of financial advisors.  Large caps outperform-

ed small caps and growth outperformed value across all 

capitalization- based Russell indices.  We believe market moves such 

as these are driven by asset allocators pouring money into large cap 

index funds and ETF’s in an effort to raise “exposure” in a 

speculation as to what will work next.  This “blind buying” of index-

based funds disproportionately makes its way to the most popular 

stocks in the market.   

Consider the following with regard to a leading index fund company:   

Vanguard hauled in $121 billion in new money during the 
first quarter, beating its best-ever quarter by 46%. The cash 
breaks down to $2 billion a day. Extrapolated to the end of 
the year and would mean $500 billion in sales during 2017, 
breaking Vanguard’s single-year record of $305 billion. 
Vanguard is in uncharted territory and may have hit a 
tipping point. “I think they’re actually overwhelmed at this 
point,” says Bloomberg’s Eric Balchunas.  

Source: Bloomberg.     

Overwhelmed?  Maybe on the back-office side, but certainly not on 

the investing side.  Vanguard and the other big indexers have 

designed their whole business model so they don’t need to think 

about how the money should be deployed - they just buy everything 

in the index.  Situations like this leave us unnerved: too many people 

piling in, not really knowing what they are buying, with the hope 

that the greater fool comes along to push the stocks higher.  This 

money can depart as quickly as it arrived.  Be ready for some 

downside volatility.  

Valuation for the middle of the market continues to be high relative 

to history, but expectations are for earnings growth to accelerate 

into 2017.  Interest rates are on the rise and the dollar continues to 

strengthen.  We believe the pro-business orientation of the new 

administration is ultimately good for the companies we invest in, but 

given the level of political uncertainty caution is mandated.  

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.    
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(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 1.79% for Class A and 1.54% 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, 2018 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. 

 

Price-to-Normalized-Earnings-per Share (P/NEPS) - Normalized Earnings per Share (NEPS) is derived from proprietary Linde Hansen & Co. calculations.  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. 

 

Fund holdings are represented as a percent of LHVAX at NAV as of 3/31/2017. Portfolio Holdings are subject to change and should not be considered 

investment advice. 

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.  6508-NLD-4/17/2017 

 

 

 

 Linde Hansen Contrarian Value Fund Performance as of 3/31/2017 

 
Three Months One Year 

Five 
Years Since Inception (1)  

Linde Hansen Contrarian Value Fund Class A (LHVAX) -0.36% 6.74% 7.92% 8.19% 

Linde Hansen Contrarian Value Fund Class A - With Sales Charge (2)  -5.58% 1.12% 6.75% 7.07% 

Linde Hansen Contrarian Value Fund Class I (LHVIX) -0.22% 7.06% 8.17% 8.48% 

Russell Midcap Value Index Total Return 3.76% 19.82% 14.07% 14.25% 

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 


