
 

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 

Onward and upward appears to be the rallying cry this year.  Despite 
a barrel full of concerns, the broader market (as defined by the S&P 
500) has marched steadily higher.  In fact, the S&P has posted 11 
consecutive monthly advances starting with November of 2016. 
We’ve seen a lot since then: nuclear bomb tests, chaos in Congress, 
hurricanes, earthquakes, interest rate hikes, fake news, twitter 
tirades, and failed legislative initiatives to name a few.  But none of 
it seems to shake investors’ confidence.  The “market” has been 
robust and we understand Donald Trump will take full credit for the 
gains (whether deserved or not). 

The median return for the 2,237 stocks which passed our initial 
screen on June 30, 2017 was 4.47% for the quarter.  The average 
return on an equal weighted basis was 4.85%.  Approximately 68% 
of the stocks advanced during the quarter, a broader advance than 
the second quarter, but not an overwhelming surge. 

Technology stocks continued to lead the market with broad based 
strength.  This quarter, equipment producers for semi-conductor 
manufacturing and defense electronics companies were particularly 
strong.  Aluminum and steel stocks also performed well, bouncing 
back from losses earlier in the year.   

Laggards for the quarter included healthcare service stocks, 
particularly facility operators like hospitals, nursing homes and 
continuing care communities.  Communication stocks also retreated.  
Market leaders Verizon and AT&T were up, but a variety of smaller-
cap regional telcos and wireless providers pulled the group down.  

Portfolio Review 

The Linde Hansen Contrarian Value Fund, Class A share was down 
0.14% during the third quarter, underperforming the Russell Mid 
Cap Value Index (+2.14%) and the return of the S&P 500 (+4.48%). 

Consistent with the overall market, a technology stock was our best 
performer during the quarter.  Cadence Design Systems (3.3% of 
portfolio), which engages in the design and development of semi-
conductors, rose to an all-time high on the back of strong reported 
earnings and rising expectations for growth.  

The largest detractor from the portfolio was Endo International 
(4.2% of portfolio), a manufacturer of branded and generic 
pharmaceuticals.   Near term concerns about pending litigation have 
pressured the stock, but we believe the company’s new 

management and a solid generic drug pipeline will drive earnings 
growth over the next few years.  Given an extraordinarily low 
valuation – less than 3x 2018 estimated earnings – we believe the 
potential returns in ENDP outweigh the market’s focus on nearer 
term risks.  

Current View 

2017 has been a difficult year for the Linde Hansen Contrarian Value 
Strategy.  Year-to-date we are lagging the broader indices and our 
peer group by a meaningful amount.  We have been cautious given 
high valuations and high levels of profitability.  We have also 
struggled with some of our deeper value holdings as the market 
craves momentum and near-term earnings growth at the expense of 
all else.   

It's been a relatively narrow market with momentum in sectors like 
technology driving the action.  Tech heavy growth indices are 
outperforming value indices across all capitalizations by a factor of 
more than two.  There have been times before like this when we are 
out of sync with the market and our approach to investing feels 
antiquated.  The speculative internet frenzy of 1999 comes to mind.   

However, the make-up of today’s equity market is different than 
1999’s bubble.  Back then, wild-eyed speculators were chasing 
“tech-telecom-media” (TTM) stocks while non-tech stocks were 
being sold to fund purchase of this small segment of the market.  
Dot-coms and internet related stocks went up while everything else 
went down. 

Today the market has been disaggregated into factors which are 
neatly packaged into ETF’s and passive mutual funds that enable 
traders to play various themes. The chart below shows the steady 
relative year-to-date decline experienced by the Russell Mid-Cap 
Value ETF relative to the iShares Momentum Factor ETF.   

 
Source: Factset 



 

Linde, Hansen & Co., LLC       25B Vreeland Road, Suite102, Florham Park, NJ 07932       973.593.8300       
www.lindehansen.com 

The momentum ETF buys the best performing stocks while shunning 
the worst without regard for valuation or business fundamentals.  It 
is the fuel that feeds bubble creation.   

Money flows drive stock price changes at the margin.  This year the 
trend has seen money flowing out of active - and especially out of 
active value - and into passive index and systematic factor portfolios.  
It has created a strong headwind for anyone pursuing a value 
strategy.  Valuation in some parts of the market has become 
frighteningly high while other sectors of the market, particularly 
those with strained fundamentals, are being pushed to levels that 
are probably way too low.  This creates opportunity for those with 
patience and fortitude. 

When will the trend abate?  We don’t know.  But we do know if the 
companies we own are successful in driving their return-on-capital 
and earnings higher, we will be rewarded if our entry price is 
reasonable.  Market fashions come and go, but at the end of the day 
it is the cash generating capability of the companies we invest in 
that will determine their ultimate worth.     

 

As of October 13, 2017, the median price-to-normalized-earnings-
per-share (P/NEPS) of the companies in our valuation screen was 
23.0 times, well above the level set during the 2007 peak and the 
highest it has been since the great recession.  While valuation alone 
is seldom enough to spur a market sell-off, it is a blinking yellow 
light.  Perception that valuation is high might influence the speed 
with which investors “de-risk” should something shock the market.  
Patience is warranted and a cash cushion in the portfolio at this time 
is prudent, in our opinion. 

Long term success comes from disciplined investing.  And while we 
find the current market environment difficult given our contrarian 
value discipline, we remain dedicated to our investment process.  
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.  We believe this is the best 
way to build solid real returns over the long term. 

 

 

 

 
 
Definitions: 
 
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. 
 
S&P 500 Index – an index that tracks the performance of 500 widely held large-cap US stocks in the industrial, transportation, utility, and financial sectors 
deemed representative of the large-cap universe by the S&P Index committee and updated periodically. 
 
Return on Invested Capital (ROIC) measures, in percentage terms, a company’s profit per dollar of capital invested. 
 
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 (ROIC). 
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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.   

           Ten Largest Holdings (as of 9/30/2017) 

The holdings shown may not be representative of current or future holdings,  
are subject to change, and should not be considered investment advice. 
 
Fund holdings are represented as a percent of LHVAX at NAV as of 9/30/2017. 
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.  3863-NLD-10/18/2017 

 

Linde Hansen Contrarian Value Fund Performance as of 9/30/2017 

 Three 
Months 

One  
Year 

Five  
Years 

Since  
Inception 

(1) 
Linde Hansen Contrarian Value Fund Class A 
(LHVAX) -0.14% 4.45% 7.81% 7.56% 

Linde Hansen Contrarian Value Fund Class A 
– With Sales Charge (2) -5.41% -1.04% 6.66% 6.55% 

Linde Hansen Contrarian Value Fund Class I 
(LHVIX) -0.07% 4.70% 8.05% 7.83% 

Russell Midcap Value Index Total Return 2.14% 13.37% 14.33% 13.61% 

Company Name % of Net Assets 

EQT Corp. 4.8% 
Caleres Inc. 4.4% 
Cypress Semiconductor Corp. 4.2% 
Endo International PLC 4.2% 
Kennametal inc. 4.1% 
Celgene Corp. 4.1% 
McDermott International Inc. 3.9% 
Host Hotels & Resorts Inc. 3.8% 
Carnival Corp. 3.8% 
Citizens Financial Group Inc. 3.7% 
Total 40.1% 

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 


