FPA Crescent Fund
2019 Year-End Commentary

You should consider the Fund's investment objectives, risks, and charges and expenses carefully
before you invest. The Prospectus details the Fund's objective and policies and other matters of
interest to the prospective investor. Please read the Prospectus carefully before investing. The
Prospectus may be obtained by visiting the website at www.fpa.com, by calling toll-free,
1-800-982-4372, or by contacting the Fund in writing.
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Periods greater than one year are annualized. FPA Crescent Fund (“Fund”) performance is shown net of
all fees and expenses. Fund performance is calculated on a total return basis which includes reinvestment
of all distributions. Fund returns do not reflect the deduction of taxes that a shareholder would pay on Fund
distributions or the redemption of Fund shares, which would lower these figures. Comparison to any index
is for illustrative purposes only. An investor cannot invest directly in an index. The Fund does not include
outperformance of any index or benchmark in its investment objectives.
* The Fund commenced operations on June 2, 1993. The performance shown for periods prior to March 1,
1996 reflects the historical performance of a predecessor fund. FPA assumed control of the predecessor
fund on March 1, 1996. The Fund’s objectives, policies, guidelines, and restrictions are, in all material
respects, equivalent to those of the predecessor fund.
** The MSCI ACWI was not considered a relevant illustrative index prior to 2011 because the Fund was not
classified as a global mandate until this point in time. Market Cycle performance for MSCI ACWI is being
shown for illustrative purposes only to illustrate how global equities have performed in the current market
cycle.
Market Cycle Performance reflects the two most recent market cycles (peak to peak) defined as a period
that contains a decline of at least 20% from the previous market peak over at least a two-month period and
a rebound to establish a new peak above the prior market peak. The current cycle is ongoing and thus
presented through the most recent quarter-end. Once the cycle closes, the results presented may differ
materially.
Past performance is no guarantee of future results and current performance may be higher or lower
than the performance shown. This data represents past performance and investors should
understand that investment returns and principal values fluctuate, so that when you redeem your
investment it may be worth more or less than its original cost. The Fund’s expense ratio as of its
most recent prospectus is 1.18%. A redemption fee of 2% will be imposed on redemptions within
90 days. Current month-end performance data, which may be lower or higher than the performance
data quoted, may be obtained at www.fpa.com or by calling toll-free, 1-800-982-4372.
Please see important disclosures at the end of the commentary.
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FPA Crescent Fund
2019 Year-End Commentary

Dear Shareholders:
Global stock markets ended 2019 on a high note, with the global MSCI ACWI Index returning 8.95% and
26.60% for the fourth quarter and full year, respectively, and the domestic S&P 500 Index returning 9.06%
and 31.49% for the same periods. It was a “risk on” year with even U.S. investment grade bonds delivering
14.23% for the year, approximately in line with the high yield bond market’s 14.41% performance.1 The
FPA Crescent Fund, or the Fund, increased 5.69% and 20.02% for 2019’s fourth quarter and full year,
underperforming the average of its two comparative equity indices at 9.01% and 29.04% for the fourth
quarter and full year, respectively.
Long equities held by the Fund returned 9.76% and 31.53% in the fourth quarter and for the full year,
respectively, outperforming the MSCI ACWI and S&P 500 indices.2 Including a small amount of other risk
assets and cash it held, the Fund beat its own risk exposure by generating 68.9% of the market’s return in
2019 (“market” is average of the 2019 returns for MSCI ACWI and S&P 500 indices) with 68.4% of its capital
at risk, on average, during the year.3

Portfolio
The Fund has unusual breadth, having the ability to invest in more diverse regions, sectors and asset
classes than almost any other mutual fund. Yet we will only commit capital when we have determined that
upside opportunity exceeds downside risk. If we believe prices are attractive, we buy. If not, we hold or sell.
Importantly, we don’t (because we can’t) try and pick market tops or bottoms.
Santa left coal in our stockings at Christmas 2018 as global markets swooned. Like good little children, we
did the right thing and took advantage of lower prices, increasing the Fund’s risk exposure by approximately
ten percentage points in the second half of 2018. Then Christmas came early last year as markets
rebounded, ultimately reaching new highs. We similarly took advantage of rising prices in 2019 and reduced
or sold positions that we could no longer justify holding at given valuations, and therefore ended the year
with 9.2% less risk exposure.
The U.S. continued to outperform international markets, which has made foreign domiciled companies
marginally less expensive, all else being equal. At the end of the year, the S&P 500 trailing price-to-earnings
ratio, or P/E, was 21.6x, higher than the 19.8x of the MSCI ACWI. The international component of the MSCI
ACWI traded at a P/E of 17.4x at year end. This almost 20% discount to U.S. stocks helps to explain why
the Fund’s exposure to international companies has increased. At year-end, the Fund had 35.4% of net
equity invested outside the U.S., six percentage points higher than at the end of 2018.
The Fund’s shareholders have entrusted us to decide when upside opportunity surpasses downside risk.
The Fund’s investment exposure will therefore swing between more and less invested. While the Fund was
1

US investment grade bonds is represented by the ICE BofA US Corporate Index (2019 return: 14.23%); High Yield bond market is
represented by the ICE BofA US HY Index (2019 return: 14.41%).
2
For illustrative purposes only. The performance of the long equity segment of the Fund is presented gross of investment
management fees, transactions costs, and Fund operating expenses, which if included, would reduce the returns presented. Long
equity holdings exclude paired trades, short-sales, limited partnerships, derivatives/futures, corporate bonds, mortgage backed
securities, and cash and cash equivalents. Please refer to the first page for overall net performance of the Fund since inception. The
long equity performance information shown is for illustrative purposes only and may not reflect the impact of material economic or
market factors. No representation is being made that any account, product or strategy will or is likely to achieve profits, losses, or
results similar to those shown.
3
Risk assets are any assets that are not risk free and generally refers to any financial security or instrument, such as equities,
commodities, high-yield bonds, and other financial products that are likely to fluctuate in price. Risk exposure refers to the Fund’s
exposure to risk assets as a percent of total assets. Average risk exposure for the Fund for year is the average of the quarter-end risk
exposures.
Past performance is no guarantee, nor is it indicative, of future results. Comparison to any index is for illustrative purposes only.
The Fund does not include outperformance of any index or benchmark in its investment objectives. Please see end of Commentary
for important disclosures and definitions.
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less invested in 2019, we have no doubt that in the future we will deploy more of its capital.
We continue to focus on companies that have at least a small breeze at their backs and avoid those
businesses with wind in their faces. Over time, we generally expect the companies we own to sell an
increasing number of units as well as have at least enough pricing power to offset cost inflation.
Contributors to and detractors from the Fund’s trailing 12-month returns are listed in the following table.
Exhibit A: Contributors and Detractors4
Contributors

Performance
Contribution

Percent of
Portfolio

TTM
Arconic

2.01%

3.5%

Citigroup

1.18%

Charter Comm.

1.17%

AIG

1.13%

Alphabet

Detractors

Performance
Contribution

Percent of
Portfolio

PG&E/Utilities (hedge)

-0.51%

-0.2%

2.4%

Baidu

-0.47%

1.2%

2.0%

Mylan

-0.42%

0.0%

3.5%

O-I Glass

-0.33%

0.8%

1.09%

4.5%

Glencore

-0.13%

1.1%

6.58%

15.9%

-1.86%

2.8%

Our investment in the cable industry via Charter Communications (up approximately 70%) along with
Comcast (up approximately 34%) were two notable contributors in 2019.5 We made these investments in
mid-2018, when many investors were concerned that subscribers would cut the cord in favor of streaming
and when wireless 5G threatened to damage these companies’ dominant broadband franchise. Our belief
remains that while video will continue to shrink, video is less profitable on a cash basis than many believe
it to be. Thus, we think broadband should remain vibrant, as it is likely to take many years and many billions
of dollars before the potential impact of the competitive threats is known. The market has sidled over to our
thinking on this, at least for the time being.
American International Group’s (AIG) stock lost 32% in 2018, including dividends, negatively impacting
the Fund’s performance in that year. In 2019, however, it delivered a total return of 34%.5 The company’s
multi-year turnaround efforts are finally bearing fruit, and the market has begun to take notice. The Fund
further benefited by increasing its stake to take advantage of price weakness in late 2018. If AIG’s return
on capital continues to improve, as we expect, the company should trade at a similar price-to-tangible book
value multiple as its peers. Were that to be the case, we can see its stock trading at $70 to $80 in the next
couple of years, a healthy premium to its closing price of $51.33 at the end of 2019. As value investors,
AIG is emblematic of so many of our investments that underperform on their way to outperforming.
Glencore shares were under pressure on the back of commodity weakness and regulatory concerns. We
continue to think the shares at a single-digit free cash multiple represent compelling value.
The other four detractors have all been discussed previously. Please refer to previous commentaries for
additional information.

Reflects the top five contributors and detractors to the Fund’s performance based on contribution to return for the trailing twelve
months (“TTM”). Contribution is presented gross of investment management fees, transactions costs, and Fund operating expenses,
which if included, would reduce the returns presented. The information provided does not reflect all positions purchased, sold or
recommended by FPA during the quarter. A copy of the methodology used and a list of every holding’s contribution to the overall
Fund’s performance during the TTM is available by contacting FPA Client Service at crm@fpa.com. It should not be assumed that
recommendations made in the future will be profitable or will equal the performance of the securities listed.
5
Percentage change reflects total return including the reinvestment of dividends and interest. The total return of the security may not
equate with the performance of the holding in the Fund.
Past performance is no guarantee, nor is it indicative, of future results.
4
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Investing
Value investing means investing with a margin of safety so if all doesn’t go according to plan, whether ours
or a company’s, then investors may nonetheless come out close to whole. This may mean having the
protection of business and/or balance sheet, but without that protection, the emperor wakes up one day to
realize he’s not wearing clothes.
Being a value investor in 2019 was like wearing a crew cut in Haight Ashbury in 1969 – not only do you
stand-out, you invite a bit of ridicule. We value investors must not acquiesce to the fear of missing out,
however, and instead make our peace with a different kind of FOMO, the fate of missing out. To do well
over long periods of time means accepting that we won’t do well for lengths of time in between. We realize
that has made us appear both smart and dumb at different moments in time, but our goal is to deliver over
the long run rather than at any one point in time.
When all appears easy, it generally isn’t. What we won’t do is redefine value. We believe we can help
ourselves and you by staying the course and continuing to invest bottoms up.
Taking a look from the top down, though, helps explain why we find it more challenging to unearth suitable
investments today. We end up struggling to find great risk/rewards against the following backdrop.
Low interest rates and a lack of investment alternatives have lifted the price of risk assets globally. Global
stock markets trade at or near their highs as a percent of their respective economies, as shown in Exhibit
B.
Exhibit B: Stock Market as Percent of GDP6
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Looking at the stock market from a price-to-earnings basis, it becomes clear that when earnings are
smoothed, valuations have only been this high once before. This is shown in Exhibit C, using the Shiller
P/E methodology that divides current price by ten-year average earnings, adjusted for inflation.

6

Source: The World Bank, IMF, MSCI, as of December 31, 2019. Q4 2019 market cap data based on 2018 market cap data provided
by The World Bank adjusted by 2019 Index (MSCI US for US and MSCI World for World) performance. 2019 GDP assumes 2019
IMF real GDP growth projections plus year over year inflation change provided by IMF. Data shown represents total value of all listed
shares in the stock market as a percentage of GDP in each respective region/country, as defined by The World Bank. The World Bank
releases this data annually. Stock market is the market capitalization of stocks. Market capitalization (also known as market value) is
the share price times the number of shares outstanding (including their several classes) for listed domestic companies. Investment
funds, unit trusts, and companies whose only business goal is to hold shares of other listed companies are excluded. Annual data,
end of year values.

4

Exhibit C: Shiller P/E7

45

Price-Earnings Ratio
(CAPE, P/E10)

40

35
30

30.91

25

20
15
10

5
0
1880

1908

1936

1964

1992

2020

However, current P/E ratios are not so outlandish in the context of low interest rates and a reasonably good
economy. Should rates remain low and economies avoid weakening measurably, markets could reasonably
remain at today’s elevated levels.
The long outperformance of growth stocks compared to value stocks has left value much less expensive,
trading at a relative P/E that’s about as low as we have ever seen it in our careers. This does not make
value stocks cheap, just less pricey than growth stocks.

SVX Index - SPX Index Spread

Exhibit D: P/E Spread – S&P 500 Value vs S&P 5008
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In fact, value stocks have performed reasonably well over the last decade. The S&P 500 Value Index has
compounded at a rate of 12.14%. Value investments just haven’t done as well as growth stocks, which
have annualized at 14.76%.9 However, growth stocks have outperformed their fundamentals, which has
led to P/E multiple expansion, while value stocks have not. (Side note: The S&P 500 Value index had
better 10-year earnings growth than the S&P 500 Growth index, but that is because it started at a point that
was at its earnings nadir.)
7

Source: Robert Shiller, http://www.econ.yale.edu/~shiller/data.htm, as of December 31, 2019. CAPE = Cyclically adjusted price-toearnings ratio, and is also commonly known as the Shiller P/E ratio or P/E 10 ratio.
8
Source: Bloomberg, as of December 31, 2019. SVX=S&P 500 Value; SPX=S&P 500.
9
Source: Bloomberg. Growth stocks represented by the S&P 500 Growth Index.
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Exhibit E: S&P 500 Growth vs Value10
2009

2019

P/E
Trailing
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P/E
Trailing

P/E
Forward

EPS Growth
Trailing 10-Year

S&P 500

18.9x

18.0x

21.6x

19.8x

10.1%

S&P 500 Value

18.4x

18.2x

17.4x

16.2x

10.9%

S&P 500 Growth

18.4x

17.8x

27.4x

24.6x

9.0%

Judging what a company is worth and where its stock should trade requires a great deal of interpretation.
Analyzing a bond’s performance is generally easier, as the most you can get as a return is the contracted
amount, though an appreciation for the underlying company’s solvency will cause one to accept a higher
or lower yield. ‘Credit investors’ current acceptance of historically low yields reflects their greater concern
for return than for risk, whether it be in investment grade, high yield or levered loans.
The investment grade, or IG, bond market today has the lowest yield and lowest credit quality in its history.
For instance, lowly BBB credits have more than quadrupled in value. Low yield and low credit quality don’t
generally go hand in hand. In addition, at 7.9 years, the IG market has the longest duration in its history.11
Any increase in interest rates or spread will therefore have a larger impact than has been the case
previously.
Exhibit F: BBB: Market Size and Percent of Investment Grade Market 12

Size of BBB Market Size (LHS)

BBB as % of IG (RHS)

Size of BBB Bond Market
(Billions)

$3,500

55%
50%

$3,000

45%

$2,500

40%

$2,000
35%

$1,500

30%

$1,000

BBB Percentage of
Investment Grade

$4,000

25%

$500
$0

20%
'88 '90 '92 '93 '95 '96 '98 '00 '01 '03 '04 '06 '07 '09 '11 '12 '14 '15 '17 '19

The levered loan market has trebled from $527 billion to $1.5 trillion over the last ten years and yields just
6.2%. Cracks are beginning to show. About 4% of the leveraged loan universe was trading below 80 cents
on the dollar at the end of the year, versus just 2% in May 2019.13 We suspect that busted levered loans
will be a future opportunity under the Fund’s broad mandate.
The high yield segment of the credit market has been important to the Fund since its inception. Today,
however, we are not getting paid anywhere near enough to invest broadly in high yield. We said the same
10

Source: Bloomberg, as of December 31, 2019.
Source: Bloomberg. The IG bond market is represented by the Bloomberg Barclays US Corporate Bond Index. Index data as of
December 31, 2019.
12
Source: Bloomberg, as of December 31, 2019. BBB market size represented by total market value of the ICE BofA BBB US
Corporate Index. BBB as a percent of Investment Grade is ICE BofA BBB US Corporate Index divided by ICE BofA US Corporate
Index.
13
Source: The leverage loan market is represented by the S&P/LSTA Leveraged Loan Index.
11

6

thing a year ago – and the high yield market soared. But more than half of its 14% return came from tighter
spreads and lower yields due to a decline in interest rates. 14 We were under no illusion that just because
we didn’t think the risk/reward then in high yield was attractive, the market would collapse, and we don’t
mean to suggest it will collapse now. We do want to make sure that a prospective return justifies the risk
assumed. As much as that wasn’t the case a year ago, we believe it is even less so now. We offer five good
reasons why we believe that high yield should be avoided.
1. Low yields: Trading at 5.4%, near its lowest all-time yield. (Exhibit G)
2. Narrow spreads: Current spread over Treasuries is 3.7%, well below average. (Exhibit G)
3. Lower credit quality: Leverage and interest coverage metrics of corporate America, using
Bloomberg Barclays US Corporate High Yield Index as a proxy, are at a low which is particularly
unusual because the economy is relatively robust. (Exhibit H)
4. Weak covenants: About as weak as they’ve ever been. Weaker covenants give the advantage to
the borrower. (Exhibit I)
5. Larger credit market: The corporate bond market has grown from $4.3 trillion to $9.4 trillion in the
last decade. The high yield and levered loan components of it have almost doubled from $1.5 trillion
to $2.8 trillion. (Exhibit J)
Exhibit G: ICE BofA US High Yield and Euro High Yield Indexes (YTW)
vs 5-Year US Treasury Yields15
ICE BofA US High
Yield

ICE BofA Euro
High Yield

5-Year UST

US HY Spread vs.
5-Year UST

Current

5.4%

2.6%

1.7%

3.7%

High

22.5%

26.7%

7.9%

21.1%

Low

4.8%

1.9%

0.5%

2.4%

Average

8.8%

8.2%

3.4%

5.4%

Exhibit H: High Yield Net leverage and Median Interest Coverage Ratios16
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iShares iBoxx High Yield Corporate Bond ETF delivered a 14.23% total return in 2019 with 8.37% due to capital appreciation and
the balance from income/dividends.
15
Source: Bloomberg, as of December 31, 2019.
16
As of December, 2019. Source: Factset. High Yield Issuers represented by data for bond issuers within the Bloomberg Barclays US
High Yield Index. EBITDA = Earnings before interest, taxes, depreciation, and amortization.
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Exhibit I: Moody’s Covenant Quality Indicator17

Exhibit J: US Corporate Bond Market18
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It has recently been a tale of two high yield markets, in which the good credits have gotten better and the
bad haven’t seen much price movement. Spreads of better high-yield bonds have tightened, and at yearend almost one third of the stocks tracked in the ICE BofA U.S. High Yield Index trade at yields less than
4.0%. On the other hand, spreads of CCC-rated and riskier bonds have remained flattish over the last 12
months.19 When interest rates increase and/or the economy weakens, there will be lots of opportunity.
Reaching for yield will have the usual consequence. This time, the fallout might be magnified further

As of December 31, 2019. Source: Moody’s High-Yield Covenant Database Note: Moody’s Covenant Quality Index (CQI) inception
date was January 2011, and includes all high-yield bonds, including high-yield lite. High-yield lite bonds lack a debt incurrence and/or
a restricted payments covenant and automatically receive the weakest possible covenant quality score of 5.0.
18
As of December 31, 2019. Source: Bloomberg, JPMorgan. High yield bonds market data represented by ICE BofA US HY Index;
Leveraged loans market data from J.P. Morgan January 3, 2020 Leveraged Loan Weekly Snapshot. December 31, 2018; BBB market
data represented by ICE BofA BBB US Corporate Index. High grade bonds defined as AAA, AA or A rated corporate bonds. High
grade bonds data represented by the AAA, AA, and A component of the ICE BofA US Corporate Index.
19
Source: Bloomberg, as of December 31, 2019.
17
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because of the five reasons for caution listed above. If there is a run on the bank, we wonder at what
clearing price a buyer will step in.
Also, the rise of passive funds adds another concern: At the end of 2019, there was $253 billion in corporate
bond exchange traded funds, or ETFs, including $56 billion in high yield and $10 billion in levered loans.
Exhibit K: AUM of Corporate Bond Passive ETFs20
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Passive funds that invest in less liquid securities, such as small-cap stocks, high yield bonds, and levered
loans, only offer the illusion of liquidity. They give their shareholders the ability to buy and sell daily, but the
underlying securities these funds own can be quite illiquid. Any significant selling of high yield ETFs could
cause lower-rated corporate bonds to hit a pricing air pocket with bids dropping precipitously. In this world
of immediate gratification, investors are foregoing future yield for current yield and unwittingly accepting de
facto illiquidity in the process.
We have knowingly accepted some illiquidity for a very small portion of the Fund’s portfolio, investing in
private credits, including non-publicly traded loans to private companies.21 We expect a higher yield for the
lower liquidity, and that has been the case since 2009, when such investments have delivered
approximately 14% weighted average return to the portfolio. Importantly, all of these loans have had first
liens, with collateral coverage well in excess of the loan amount. We believe the higher yields and better
asset coverage have made these private loans far less risky than the broader high yield bond market. With
30 loans and more than $650 million invested since 2009, the Fund has yet to experience a loss on any.
We will continue to make such loans, but given that we manage a public fund with daily liquidity, we seek
to mitigate the potential for forced selling by keeping these less liquid positions small. 22

20

Source: Morningstar, as of December 31, 2019.
Private credits: Debt extended to private companies.
22
As of December 31, 2019. For illustrative purposes only. The information provided about the Fund’s private credit investments is
not intended to imply any future performance of the Fund. The weighted average return is the weighted average Internal Rate of
Return (“IRR”). The weighted average IRR is based on the size of all investment level IRRs plus net income from private loans that
were committed but not invested. Weighted average allocations are based on firm level allocations. Of the 30 investments the Fund
has made since 2009, 26 have been exited and 4 are still open. IRR is calculated from the ‘Initiated’ date through the ‘Exited’ date for
exited investments, and through December 31, 2019 for open investments. IRR is presented net of all underlying manager or sourcing
fees, but gross of FPA management fees and expenses, which would reduce these returns. The IRR noted herein should not be
construed as, and is not indicative of, the performance of the Fund. References to individual investments are for informational purposes
only and should not be construed as recommendations by the Fund, the portfolio managers, FPA or the distributor. Any information
provided is not a sufficient basis upon which to make an investment decision. It should not be assumed that future investments will be
profitable or will equal the performance of any investment examples discussed. Past performance is no guarantee, nor is it
indicative, of future results. Please refer to the important disclosures at the back of the presentation.
21
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Economy and Macro
We offer limited value when speaking of the larger global macro environment, so here we provide only a
skeletal view to help explain the challenge in finding good investments today.
As David Rosenberg of Gluskin Sheff pointed out, “In a normal cycle, the stock market has a correlation of
roughly 60% with the economy. The other 40% is explained by factors like valuations, sentiment, technicals
and momentum. This cycle was literally off the charts in that respect—because only 7% of this entire bull
market was due to the economy. And that’s a good thing if you are long the stock market because this did
go down as the weakest economic expansion on record and yet one of the most powerful bull markets
ever.” Mr. Gluskin concluded, “The fundamentals do win out in the end, but it could take time.” 23
We don’t think the stock market’s link to the economy has been severed, but it has at least been largely
suspended. When and how deep a future recession might be and how the market might react remain open
questions. Risk does seem skewed to the downside today.
The show goes on as long as the government puppet masters allow, or when the audience leaves. The
U.S. deficit climbed just over $1 trillion in 2019, despite a growing economy and the tightest labor market
on record. Central banks have successfully inflated asset prices but failed to ignite real economic activity.
Most Americans are not better off today than they were a decade ago.
Extremely low interest rates continue to pervert capital allocation decisions. Whether or not to buy a piece
of equipment, repurchase shares, or make an acquisition, a lower cost of capital can improve an otherwise
impractical or marginal decision. This doesn’t seem likely to change anytime soon. The global monetization
experiment took a pause but has since restarted, and a more expansive fiscal policy is under discussion.
Indebted governments, companies and individuals have recalibrated to this low level of rates. When or if
rates eventually rise, many of these same parties may find their finances dangerously askew.
One only need to look east for a recent example of the failure of low interest rates to keep markets elevated.
Japan cut interest rates throughout the 1990s and has kept them low ever since. Despite that, Japan’s
Nikkei stock index declined more than 40% four times between 1990 and 2009. Low interest rates are not
a panacea and can present or mask other problems.
Debt accumulation at the sovereign, corporate, consumer and state and local levels has bought economic
growth, but at an as-yet-to-be-determined cost. Debt has grown far faster than the gross domestic product
(“GDP”) in the U.S., a situation that can’t mathematically endure unabated. Since 2009, U.S. federal debt
has increased by $10.8 trillion, helping to buy $6.9 trillion in GDP growth. The EU and Japan have similarly
been borrowing to buy GDP, as depicted below (Exhibit L).
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Gluskin Sheff. Breakfast with Dave. December 19, 2019.
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Exhibit L: Growth in GDP and Government Debt Since 200924
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At the end of 2019, the U.S. national debt stood at over $23 trillion, exceeding the country’s estimated $21.4
trillion GDP. The chart below shows that, using GDP as a proxy for income, the return on investment for
U.S. spending has declined for decades and is now as low as it has ever been. As a nation, we are getting
less while paying more.
Exhibit M: 10-year Change in GDP vs 10-year Change in Gross Federal Debt25
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Corporate debt growth has been another contributor to U.S. GDP growth, almost trebling since 2008 without
a commensurate increase in GDP. Relative to the size of our economy, we now have more debt on
corporate books than at any point in time in history (Exhibits J and N). In good times, leverage enhances
corporate earnings, but the opposite is true in an economic downturn.

24
25

Source: Bloomberg, as of September 30, 2019.
Source: US. Bureau of Economic Analysis, as of December 31, 2019.
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Exhibit N: US Corporate Debt as Percent of GDP26
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Not wanting to be left out, households have joined the debt accumulation party. Consumer debt is now at
an all-time high in dollars and as a percent of GDP. Superficially, household debt growth doesn’t appear so
terrible, but that perception is biased by the fact that non-housing debt has grown much faster than
mortgage debt and only 64% of households own a home.
Increasing auto, student and credit card loans continue to propel the economy as they reach new heights.
Non-housing debt balances have been increasing faster than income and now sit at $32,035 per household.
Unlike governments, individuals must one day repay their debts.27
Exhibit O: Non-Housing Debt Balance28
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Simply, the average American’s finances are getting strained. Take auto loans as an example. Car buyers
have stretched their auto loans over longer periods so that they can buy the car they want, or just to buy a
car at all.

26

As of December 31, 2019. Source: Federal Reserve. GDP=Gross Domestic Product; Corporate Debt Market (ex. Financials) is
represented by nonfinancial corporate business; debt securities and loans.
27
Source: New York Fed Consumer Credit Panel/Equifax; Statista.com, as of September 30, 2019.
28
Source: New York Fed Consumer Credit Panel/Equifax, as of September 30, 2019.
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Experian reported in the first quarter of 2019 that the average term for a new car loan is 68.9 months, with
the term of more than one third of new vehicle loans longer than 73 months and with a few as long as 96
months.29 The credit rating agency also stated that the average initial term for a used car loan is 64.7
months -- and that’s for a car that’s already a few years old. Some 20% of used car loans are for longer
than 73 months. Thus, the average used car buyer will still be paying off a loan for a car that’s more than
eight years old – and Consumer Reports sets the average life of a new car at only about eight years.30
Debt accumulation in the form of unfunded liabilities also will likely pose a problem in the future, but that
problem might lie well beyond a typical investment horizon. Nevertheless, it’s good to understand the
current state of affairs.
Almost three quarters of state and local pensions in the U.S. are underfunded, despite optimistic
assumptions about the expected return on plan assets.31 The state pension funding gap alone is arguably
understated by $1.3 trillion or so.
Exhibit P: Funded Ratios for State Pension Plans32

The U.S. also has an estimated $122 trillion of unfunded federal liabilities, including Social Security and
Medicare.33 Unfunded federal, state and local liabilities could be mitigated by higher taxes and changes to
benefits. These politically painful options, if implemented, would likely prove an economic obstacle. We will
inevitably come upon a time when we will be forced to live within our means, and the consequences, at
least for a time, will not benefit the stock market.

29

https://www.experian.com/blogs/ask-experian/research/auto-loan-debt-study/; https://www.creditkarma.com/auto/i/car-loan-term/
Sources: Experian.com, Research, Auto Loan Debt Sets Record Highs, July 18, 2019. Data is from Q1 2019;
https://www.experian.com/blogs/ask-experian/research/auto-loan-debt-study/; and FRED (Federal Reserve Economic Data);
https://fred.stlouisfed.org/series/DTCTLVEUMNQ; and Archival FRED,
https://alfred.stlouisfed.org/series?seid=DTCTLVEUMNQ&utm_source=series_page&utm_medium=related_content&utm_term=rela
ted_resources&utm_campaign=alfred
31
Take our local CalPers (California Public Employee Retirement System) as an example. It reported its funded status as of its fiscal
year end 6/30/2019 at about 70%, but that’s with optimistic assumptions (6.7% expected net return; ~7% discount rate; expected life
span, etc.). With plan assets at about $370bn at the end of their fiscal year, at 70% funding $529bn Pension Benefit Obligations
(PBO), which means $159bn underfunding. If its portfolio averages just 1% less in return, then its underfunding would grow to 3839%, or ~$30bn.
32
Source: Bloomberg, Comprehensive Annual Financial Reports as of fiscal year 2017.
33
Source: RealClear Politics, Unfunded Govt. Liabilities -- Our Ticking Time Bomb, January 10, 2019;
https://www.realclearpolitics.com/articles/2019/01/10/unfunded_govt_liabilities_--_our_ticking_time_bomb.html
30
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Conclusion
We will continue to seek to capitalize when equities (both domestic and foreign) and credit (mostly public
but some private) are ripe. If not, we shall maintain our more conservative posture. There are those who
take liquidity and those who provide it. We prefer to be the latter, a function of temperament and having
cash on hand for investment.
We look for shareholder partners of a like mind, those who also prefer an equity-like rate of return over time
while trying to avoid a permanent impairment of capital.
We try to field a balanced team, playing both offense and defense. Since we believe that the stock market
will generally rise over time, we do tilt more towards offense but not indiscriminately. If we are given lemons
we will make lemonade, but we can’t even do that if there’s a drought.
It is generally psychologically easier to invest when a rising market validates an investor’s purchases. We
take greater comfort when choppier markets challenge an investor’s conviction, even more so when a lower
price follows each new purchase. For now anyway, it seems to be buy high and sell higher.
Respectfully submitted,

Steven Romick
Co-Portfolio Manager
February 5, 2020
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Important Disclosures
This Commentary is for informational and discussion purposes only and does not constitute, and should
not be construed as, an offer or solicitation for the purchase or sale with respect to any securities, products
or services discussed, and neither does it provide investment advice. Any such offer or solicitation shall
only be made pursuant to the Fund’s Prospectus, which supersedes the information contained herein in its
entirety. This presentation does not constitute an investment management agreement or offering circular.
The views expressed herein and any forward-looking statements are as of the date of the publication and
are those of the portfolio management team. Future events or results may vary significantly from those
expressed and are subject to change at any time in response to changing circumstances and industry
developments. This information and data has been prepared from sources believed reliable, but the
accuracy and completeness of the information cannot be guaranteed and is not a complete summary or
statement of all available data.
Portfolio composition will change due to ongoing management of the Fund. References to individual
securities are for informational purposes only and should not be construed as recommendations by the
Fund, the portfolio managers, the Adviser, or the distributor. It should not be assumed that future
investments will be profitable or will equal the performance of the security examples discussed. The portfolio
holdings as of the most recent quarter-end may be obtained at www.fpa.com.
Investments, including investments in mutual funds, carry risks and investors may lose principal value.
Capital markets are volatile and can decline significantly in response to adverse issuer, political, regulatory,
market, or economic developments. The Fund may purchase foreign securities, including American
Depository Receipts (ADRs) and other depository receipts, which are subject to interest rate, currency
exchange rate, economic and political risks; these risks may be heightened when investing in emerging
markets. Foreign investments, especially those of companies in emerging markets, can be riskier, less
liquid, harder to value, and more volatile than investments in the United States. Adverse political and
economic developments or changes in the value of foreign currency can make it more difficult for the Fund
to value the securities. Differences in tax and accounting standards, difficulties in obtaining information
about foreign companies, restrictions on receiving investment proceeds from a foreign country, confiscatory
foreign tax laws, and potential difficulties in enforcing contractual obligations, can all add to the risk and
volatility of foreign investments.
Small and mid-cap stocks involve greater risks and may fluctuate in price more than larger company stocks.
Short-selling involves increased risks and transaction costs. You risk paying more for a security than you
received from its sale.
The return of principal in a bond investment is not guaranteed. Bonds have issuer, interest rate, inflation
and credit risks. Interest rate risk is the risk that when interest rates go up, the value of fixed income
securities, such as bonds, typically go down and investors may lose principal value. Credit risk is the risk
of loss of principal due to the issuer’s failure to repay a loan. Generally, the lower the quality rating of a
security, the greater the risk that the issuer will fail to pay interest fully and return principal in a timely
manner. If an issuer defaults the security may lose some or all of its value. Lower rated bonds, callable
bonds and other types of debt obligations involve greater risks. Mortgage-backed securities and assetbacked securities are subject to prepayment risk and the risk of default on the underlying mortgages or
other assets. Derivatives may increase volatility.
Value securities, including those selected by the Fund’s portfolio managers, are subject to the risk that their
intrinsic value may never be realized by the market because the market fails to recognize what the portfolio
managers consider to be their true business value or because the portfolio managers have misjudged those
values. In addition, value style investing may fall out of favor and underperform growth or other styles of
investing during given periods.
Important Performance Disclosures
The weighted average IRR shown for the Fund’s private credit investments do not represent the total Fund
returns. These private credit investments were invested alongside the Fund’s other assets and cash and
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cash equivalents. The Fund’s performance will likely materially differ from the private credit investments’
weighted average IRR shown herein due to numerous factors. The weighted average IRR for the Fund’s
private credit investments do not reflect the impact of FPA management fees and expenses, which would
lower these returns.
Index Definitions
Comparison to any index is for illustrative purposes only and should not be relied upon as a fully accurate
measure of comparison. The Fund may be less diversified than the indices noted herein, and may hold
non-index securities or securities that are not comparable to those contained in an index. Indices will hold
positions that are not within the Fund’s investment strategy. Indices are unmanaged and do not reflect any
commissions, transaction costs, or fees and expenses which would be incurred by an investor purchasing
the underlying securities and which would reduce the performance in an actual account. You cannot invest
directly in an index. The Fund does not include outperformance of any index in its investment objectives.
The S&P 500 Index includes a representative sample of 500 hundred companies in leading industries of
the U.S. economy. The Index focuses on the large-cap segment of the market, with over 80% coverage of
U.S. equities, but is also considered a proxy for the total market.
The S&P 500 Value Index is a subset of the S&P 500 index. Companies within the index are ranked based
on growth and value factors including three-year change in earnings price/share, three-year sales/share
growth rate, momentum, book value/price ratio, earnings/price ratio, sales/price ratio. The companies at
the bottom of this list that have a higher Value Rank, comprising 33% of the total index market capitalization
are designated as the Value basket.
The S&P 500 Growth Index is a subset of the S&P 500 index. Companies within the index are ranked
based on growth and value factors including three-year change in earnings price/share, three-year
sales/share growth rate, momentum, book value/price ratio, earnings/price ratio, sales/price ratio. The
companies at the top of this list that have a higher Growth Rank, comprising 33% of the total index market
capitalization are designated as the Growth basket.
Bloomberg Barclays U.S. Aggregate Bond Index provides a measure of the performance of the US
investment grade bonds market, which includes investment grade US Government bonds, investment
grade corporate bonds, mortgage pass-through securities and asset-backed securities that are publicly
offered for sale in the United States. The securities in the Index must have at least 1-year remaining in
maturity. In addition, the securities must be denominated in US dollars and must be fixed rate,
nonconvertible, and taxable.
Bloomberg Barclays U.S. Corporate Bond Index measures the investment grade, fixed-rate, taxable
corporate bond market. It includes USD-denominated securities publicly issued by US and non-US
industrial, utility and financial issuers.
ICE BofA US Corporate Index, a subset of the ICE BofA US Corporate Master Index tracking the
performance of US dollar denominated investment grade rated corporate debt publically issued in the US
domestic market.
ICE BofA US Corporate BBB Index, a subset of the ICE BofA US Corporate Master Index tracking the
performance of US dollar denominated investment grade rated corporate debt publically issued in the US
domestic market. This subset includes all securities with a given investment grade rating BBB.
ICE BofA US High Yield Index tracks the performance of below investment grade, but not in default, US
dollar- denominated corporate bonds publicly issued in the US domestic market, and includes issues with
a credit rating of BBB or below, as rated by Moody's and S&P.
ICE BofA Euro High Yield Index tracks the performance of Euro denominated below investment grade
corporate debt publicly issued in the euro domestic or eurobond markets.
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MSCI ACWI Index is a free float-adjusted market capitalization weighted index that is designed to measure
the equity market performance of developed and emerging markets. The MSCI ACWI consists of 44 country
indices comprising 23 developed and 21 emerging market country indices.
The Consumer Price Index (CPI) is an unmanaged index representing the rate of the inflation of U.S.
consumer prices as determined by the U.S. Department of Labor Statistics. The CPI is presented to
illustrate the Fund’s purchasing power against changes in the prices of goods as opposed to a benchmark,
which is used to compare the Fund’s performance. There can be no guarantee that the CPI will reflect the
exact level of inflation at any given time.
60% S&P500/ 40% Bloomberg Barclays U.S. Aggregate Bond Index is a hypothetical combination of
unmanaged indices and comprises 60% S&P 500 Index and 40% Bloomberg Barclays U.S. Aggregate
Bond Index.
Other Definitions
CAPE ratio (cyclically adjusted price-to-earnings) is a valuation measure that uses real earnings per
share (EPS) over a 10-year period to smooth out fluctuations in corporate profits that occur over different
periods of a business cycle.
Free Cash Flow represents the cash a company generates after cash outflows to support operations and
to maintain or expand its capital assets (e.g., property, plant and equipment “PP&E”).
The Internal Rate of Return (“IRR”) on an investment or project is the annualized effective compounded
return rate that sets the net present value (NPV) of all cash flows (both positive and negative) from the
investment equal to zero.
Long Equity Performance represents the performance of stocks that the Fund owned over the given time
periods and excludes short-sales, limited partnerships, derivatives/futures, corporate bonds, mortgage
backed securities, and cash and cash equivalents.
Margin of Safety - Buying with a “margin of safety” is when a security is purchased at a discount to the
portfolio manager’s estimate of its intrinsic value. Buying a security with a margin of safety is designed to
protect against permanent capital loss in the case of an unexpected event or analytical mistake. A purchase
made with a margin of safety does not guarantee the security will not decline in price.
Net Equity is the net invested within equities after accounting for short equity exposure.
Net Risk Exposure is a measure of the extent to which a fund’s trading book is exposed to market
fluctuations. In regards to the Fund, it is the percent of the portfolio exposed to Risk Assets.
Price to Earnings is the ratio for valuing a company that measures its current share price relative to its
EPS. The price-to-earnings ratio is also sometimes known as the price multiple or the earnings multiple.
Price to Earnings Multiple Expansion is when the price of the share of a company gains more than their
underlying earnings. In this situation, an asset can sometimes be referred to as richly priced.
Price to Tangible Book Value is a valuation ratio expressing the price of a security compared to its hard,
or tangible, book value as reported in the company's balance sheet. The tangible book value number is
equal to the company's total book value less than the value of any intangible assets.
Return on Capital measures the return an investment generates for capital contributors, i.e.
bondholders/stockholders. It indicates how effective a company is at turning capital into profits.
Risk Assets is any asset that carries a degree of risk. Risk asset generally refers to assets that have a
significant degree of price volatility, such as equities, commodities, high-yield bonds, real estate and
currencies, but does not include cash and cash equivalents.
The FPA Funds are distributed by UMB Distribution Services, LLC, 235 W. Galena Street, Milwaukee, WI,
53212.
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12/31/2019

FPA Crescent Fund
Portfolio Holdings
TICKER

BABA
ALLY
GOOGL
GOOG
AIG
ADI
AON
ARNC
BIDU
BAC
AVGO
CBT
CHTR
CIT
C
CMCSA
DELL
FB
GLEN LN
GBLB BB
HEI GY
JS SP
JD
JEF
KMI
LHN SW
LPLA
MGGT LN
MSFT
MHK
NPN SJ
035420 KS
3659 JP
OI
7733 JP
PCG
PAH3 GY
PRX NA
RBS LN
SBNY
SHFP
SPB
TEL
UTX
UNVR
WFC

IVV
IWB
IYF
PEI
KRE
VFH

PRINCIPAL/
SHARES

328,555
5,018,300
243,769
224,159
9,486,438
2,984,731
675,750
16,094,156
1,355,691
6,764,017
1,086,625
600,021
583,176
7,290,114
4,203,402
6,938,127
2,722,000
1,500,563
47,823,680
2,722,644
2,496,608
2,042,860
5,321,161
16,334,640
9,895,324
5,456,982
1,702,683
19,869,123
1,663,204
406,379
1,424,355
560,426
6,340,900
9,007,760
6,219,900
3,585,220
1,539,070
1,424,355
43,812,970
731,980
1,146,250
1
2,866,460
1,862,335
6,575,060
4,799,137

-757,915
-1,231,794
-1,087,786
-589,420
-8,521,868
-2,001,647

SECURITY

COUPON RATE (%)

COMMON STOCK (LONG)
ALIBABA GROUP HOLDING-SP ADR*
ALLY FINANCIAL INC
ALPHABET INC-CL A
ALPHABET INC-CL C
AMERICAN INTERNATIONAL GROUP
ANALOG DEVICES INC
AON PLC*
ARCONIC INC
BAIDU INC - SPON ADR*
BANK OF AMERICA CORP
BROADCOM INC
CABOT CORP
CHARTER COMMUNICATIONS INC-A
CIT GROUP INC
CITIGROUP INC
COMCAST CORP-CLASS A
DELL TECHNOLOGIES -C
FACEBOOK INC-CLASS A
GLENCORE PLC*
GROUPE BRUXELLES LAMBERT SA*
HEIDELBERGCEMENT AG*
JARDINE STRATEGIC HLDGS LTD*
JD.COM INC-ADR*
JEFFERIES FINANCIAL GROUP IN
KINDER MORGAN INC
LAFARGEHOLCIM LTD-REG*
LPL FINANCIAL HOLDINGS INC
MEGGITT PLC*
MICROSOFT CORP
MOHAWK INDUSTRIES INC
NASPERS LTD-N SHS*
NAVER CORP*
NEXON CO LTD*
O-I GLASS INC
OLYMPUS CORP*
P G & E CORP
PORSCHE AUTOMOBIL HLDG-PRF*
PROSUS NV*
ROYAL BANK OF SCOTLAND GROUP*
SIGNATURE BANK
SOUND HOLDING FP LUXEMBOURG*
SPECTRUM BRANDS HOLDINGS INC
TE CONNECTIVITY LTD*
UNITED TECHNOLOGIES CORP
UNIVAR SOLUTIONS INC
WELLS FARGO & CO
TOTAL COMMON STOCK (LONG)
COMMON STOCK (SHORT)
ISHARES CORE S&P 500 ETF
ISHARES RUSSELL 1000 ETF
ISHARES US FINANCIALS ETF
PENN REAL ESTATE INVEST TST
SPDR S&P REGIONAL BANKING
VANGUARD FINANCIALS ETF
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MATURITY DATE

MKT PRICE ($)

MKT VALUE ($)

% OF NET ASSET VALUE

212.10
30.56
1,339.39
1,337.02
51.33
118.84
208.29
30.77
126.40
35.22
316.02
47.52
485.08
45.63
79.89
44.97
51.39
205.25
3.12
105.39
72.87
30.65
35.23
21.37
21.17
55.49
92.25
8.70
157.70
136.38
163.56
161.27
13.34
11.93
15.54
10.87
74.75
74.63
3.18
136.61
36.22
64.29
95.84
149.76
24.24
53.80

69,686,516
153,359,248
326,501,761
299,705,066
486,938,863
354,705,432
140,751,968
495,217,180
171,359,342
238,228,679
343,395,233
28,512,998
282,887,014
332,647,902
335,809,786
312,007,571
139,883,580
307,990,556
149,087,723
286,952,869
181,916,913
62,613,659
187,464,502
349,071,257
209,484,009
302,789,764
157,072,507
172,860,804
262,287,271
55,421,968
232,964,315
90,379,566
84,619,254
107,462,577
96,685,943
38,971,341
115,045,614
106,294,911
139,457,268
99,995,788
41,511,807
64
274,721,526
278,903,290
159,379,454
258,193,571
9,321,198,225

0.5%
1.1%
2.3%
2.1%
3.5%
2.5%
1.0%
3.5%
1.2%
1.7%
2.5%
0.2%
2.0%
2.4%
2.4%
2.2%
1.0%
2.2%
1.1%
2.0%
1.3%
0.4%
1.3%
2.5%
1.5%
2.2%
1.1%
1.2%
1.9%
0.4%
1.7%
0.6%
0.6%
0.8%
0.7%
0.3%
0.8%
0.8%
1.0%
0.7%
0.3%
0.0%
2.0%
2.0%
1.1%
1.8%
66.5%

323.24
178.42
137.78
5.33
58.25
76.28

(244,988,445)
(219,776,685)
(149,875,155)
(3,141,609)
(496,398,811)
(152,685,633)

-1.7%
-1.6%
-1.1%
0.0%
-3.5%
-1.1%
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FPA Crescent Fund
Portfolio Holdings
TICKER

PRINCIPAL/
SHARES

VPU
VOW3 GY
GWW

-478,323
-408,519
-70,685

AABA_ESC

4,756,180

28,026,000

FPSLLC
GACP2
FARM2
ACI00CV12

99ZZ88317
99ZZ70208
99ZZ88432
AEI128926
AEI143222
99ZZ70216
AEI128934
99ZZ88309
AEI143230
99ZZ77716
99ZZ88440
99ZZ77724

JPY220324P95

VMW 01/21/22
C200
VMW 01/21/22
P105

937,450
889,294
120,000
350,000

74,900,000,000
76,300,000,000
65,800,000,000
334,590,100,000
312,523,020,000
69,000,000,000
280,549,400,000
65,800,000,000
260,596,469,000
67,800,000,000
59,700,000,000
60,800,000,000
7,286,662,800
4,801,628
7,682,605
29,846,904
17,362,671
194,350,000
-7,286,662,800
10,000,000,000
9,008,109,600
8,987,916,100
-1,252,700
1,252,700

SECURITY

COUPON RATE (%)

MATURITY DATE

VANGUARD UTILITIES ETF
VOLKSWAGEN AG-PREF*
WW GRAINGER INC
TOTAL COMMON STOCK (SHORT)

5.000

LIMITED PARTNERSHIPS
FPS LLC
GACP II, LLC
U.S. FARMING REALTY TRUST II
U.S. FARMING REALTY TRUST LP
TOTAL LIMITED PARTNERSHIPS
DERIVATIVES/FUTURES
BUY 0.1 CMS CAP ON 2Y10Y (BARC)
BUY 0.122 CMS CAP ON 2Y10Y (BARC)
BUY 0.141 CMS CAP ON 2Y30Y (BARC)
BUY 0.1425 CMS CAP ON 2Y10Y (GS)
BUY 0.145 CMS CAP ON 2Y10Y (MS)
BUY 0.162 CMS CAP ON 2Y30Y (BARC)
BUY 0.182 CMS CAP ON 2Y30Y (GS)
BUY 0.187 CMS CAP ON 2Y10Y (BARC)
BUY 0.19 CMS CAP ON 2Y30Y (MS)
BUY 0.198 CMS CAP ON 2Y10Y (BARC)
BUY 0.269 CMS CAP ON 2Y30Y (BARC)
BUY 0.273 CMS CAP ON 2Y30Y (BARC)
BUY 2.892 CMS CAP ON 2Y10Y (MS)
BUY PROTECTION ON DELL INC 12/20/2024 (GS)
BUY PROTECTION ON DELL INC 6/20/2024 (BARC)
BUY PROTECTION ON DELL INC 6/20/2024 (GS)
BUY PROTECTION ON DELL INC 6/20/2024 (MS)
SELL USD PUT JPY CALL AT 95
SHORT 2.552 LIBOR FLOOR (ATMF -14BPS)
USD 3Y5Y30Y LINEAR FWD VOLATILITY (BARC) 5/22/20
USD 3Y5Y30Y LINEAR FWD VOLATILITY (BARC) 7/13/20
USD 5Y5Y30Y LINEAR FWD VOLATILITY (MS) 7/13/22
VMW 01/21/22 C200

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
1.000
1.000
1.000
1.000
0.00
0.00
0.00
0.00
0.00
0.00

VMW 01/21/22 P105

20.19

96,027,274
96,027,274

0.7%
0.7%

06/15/2168

97.39

27,294,875
27,294,875

0.2%
0.2%

10/16/2047

95.25
57.13
81.75
92.19

89,291,870
50,808,800
9,810,483
32,266,611
182,177,764

0.6%
0.4%
0.1%
0.2%
1.3%

07/06/2021
06/22/2021
07/06/2021
09/28/2021
10/04/2021
06/22/2021
09/28/2021
07/06/2023
10/04/2021
06/28/2023
07/06/2023
06/28/2023
01/11/2029
12/20/2024
06/20/2024
06/20/2024
06/20/2024

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.02
101.79
101.22
100.84
101.62
0.10
0.09
0.19
0.19
0.17
11.10

2,145,136
2,060,100
2,709,644
9,137,656
8,544,379
2,726,190
10,641,239
1,848,980
11,528,788
1,863,822
2,127,111
2,152,320
1,254,399
4,887,785
7,776,272
30,097,375
17,644,331
19,335,104
(6,423,266)
19,123,700
16,767,425
14,985,463
(13,904,970)

0.0%
0.0%
0.0%
0.1%
0.1%
0.0%
0.1%
0.0%
0.1%
0.0%
0.0%
0.0%
0.0%
0.0%
0.1%
0.2%
0.1%
0.1%
0.0%
0.1%
0.1%
0.1%
-0.1%

7.65

9,583,155

0.1%

178,612,137

1.3%

01/11/2029

TOTAL DERIVATIVES/FUTURES

66,677,000
5,800,000
2,171,000
35,750,000

-17,417,000
-21,837,000

CORPORATE BONDS (SHORT)
DELL INTERNATIONAL LLC / EMC CORP
GRAY TELEVISION INC

19

% OF NET ASSET VALUE

(68,347,573)
(80,759,468)
(23,928,286)
(1,439,901,665)

0.00

CORPORATE BONDS (LONG)
BOMBARDIER INC*
BOMBARDIER INC*
CALIFORNIA RESOURCES CORP
CALIFORNIA RESOURCES CORP
TOTAL CORPORATE BONDS (LONG)

MKT VALUE ($)

142.89
197.69
338.52

CLOSED-END FUNDS (LONG)
ALTABA INC - ESCROW
TOTAL CLOSED-END FUNDS (LONG)
PREFERRED STOCK
GENERAL ELECTRIC CO
TOTAL PREFERRED STOCK

MKT PRICE ($)

-0.5%
-0.6%
-0.2%
-10.3%

7.500
7.450
6.000
8.000

03/15/2025
05/01/2034
11/15/2024
12/15/2022

103.00
99.38
34.50
44.53

68,676,643
5,763,750
748,995
15,919,118
91,108,506

0.5%
0.0%
0.0%
0.1%
0.7%

7.125
5.125

06/15/2024
10/15/2024

105.50
103.35

(18,374,935)
(22,567,448)

-0.1%
-0.2%

12/31/2019
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TICKER

PRINCIPAL/
SHARES
-14,242,000
-33,325,000

45,142

SECURITY

COUPON RATE (%)

GRAY TELEVISION INC
WESTERN DIGITAL CORP
TOTAL CORPORATE BONDS (SHORT)
RMBS NON-AGENCY COLLATERALIZED MORTGAGE OBLIGATION
STANWICH MORTGAGE LOAN TRUST 2012 - 2 A
TOTAL RMBS NON-AGENCY COLLATERALIZED MORTGAGE OBLIGATION

111,230,000
14,598,000
47,074,000
14,655,000
5,198,000
54,920,000
22,112,000
8,865,000
2,175,000
4,153,000
4,047,000
5,216,000
5,871,000
55,871,000
45,515,000
4,298,000
2,177,000
40,380,000
15,968,000
662,000

MUNICIPAL BONDS
COMMONWEALTH OF PUERTO RICO*
PUERTO RICO COMMONWEALTH AQUEDUCT & SEWER AUTHORITY*
PUERTO RICO COMMONWEALTH AQUEDUCT & SEWER AUTHORITY*
PUERTO RICO COMMONWEALTH AQUEDUCT & SEWER AUTHORITY*
PUERTO RICO COMMONWEALTH AQUEDUCT & SEWER AUTHORITY*
PUERTO RICO PUBLIC BUILDINGS AUTHORITY*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE*
TOTAL MUNICIPAL BONDS

17,417,000
12,161,421
21,837,000
9,568,600
6,847,315
144,602,037
38,618,824
10,089,206
64,586,000
24,383,430
29,797,001

BANK DEBT & OTHER CREDIT DEBT
DELL INTERNATIONAL LLC
GRAY TELEVISION INC
GRAY TELEVISION INC
HALL OF FAME VILLAGE TL 1
KAMSARMAX SHIPPING LLC*
MCDERMOTT TECHNOLOGY AMERICAS INC
MCDERMOTT TECHNOLOGY AMERICAS INC
MCDERMOTT TECHNOLOGY AMERICAS INC
MCDERMOTT TECHNOLOGY AMERICAS INC TL
MEC FILO TL 1
WESTERN DIGITAL CORP
TOTAL BANK DEBT & OTHER CREDIT

MATURITY DATE

MKT PRICE ($)

20,000,000
50,000,000
50,000,000
25,000,000
20,945,000
108,000,000
56,000,000
25,000,000
75,000,000
25,000,000

COMMERCIAL PAPER
APPLE INC
APPLE INC
APPLE INC
APPLE INC
APPLE INC
APPLE INC
CHEVRON CORP
COCA-COLA CO
COCA-COLA CO
COCA-COLA CO

07/15/2026
02/15/2026

106.50
104.24

(15,167,730)
(34,739,536)
(90,849,649)

-0.1%
-0.2%
-0.6%

0.00

03/15/2047

42.50

19,185
19,185

0.0%
0.0%

8.000
5.125
5.250
6.000
5.250
5.250
4.329
4.784
0.00
0.00
0.00
0.00
0.00
0.00
0.00
4.500
4.550
5.000
4.750
4.536

07/01/2035
07/01/2037
07/01/2042
07/01/2047
07/01/2029
07/01/2042
07/01/2040
07/01/2058
07/01/2024
07/01/2027
07/01/2029
07/01/2031
07/01/2033
07/01/2046
07/01/2051
07/01/2034
07/01/2040
07/01/2058
07/01/2053
07/01/2053

63.63
103.78
104.03
105.78
104.53
77.75
101.37
103.86
87.77
79.85
74.20
68.66
63.62
26.79
19.52
106.71
103.53
106.10
104.40
102.19

70,770,088
15,149,075
48,968,729
15,501,326
5,433,210
42,700,300
22,415,377
9,207,544
1,908,998
3,316,129
3,003,036
3,581,149
3,735,013
14,968,400
8,883,163
4,586,267
2,253,892
42,844,391
16,670,911
676,478
336,573,472

0.5%
0.1%
0.3%
0.1%
0.0%
0.3%
0.2%
0.1%
0.0%
0.0%
0.0%
0.0%
0.0%
0.1%
0.1%
0.0%
0.0%
0.3%
0.1%
0.0%
2.4%

3.639
4.400
4.124
12.000
10.500
6.713
11.627
6.158
6.158
11.234
3.408

09/19/2025
01/02/2026
02/07/2024
10/31/2020
03/31/2020
05/10/2025
10/21/2021
05/10/2023
05/10/2023
02/12/2021
04/29/2023

100.63
100.58
100.13
100.00
100.00
58.50
101.83
72.00
56.50
100.00
100.34

17,525,856
12,232,322
21,864,296
9,568,600
6,847,315
84,592,192
24,473,313
(2,824,978)
(3,616,816)
24,383,430
29,899,503
224,945,033

0.1%
0.1%
0.2%
0.1%
0.0%
0.6%
0.2%
0.0%
0.0%
0.2%
0.2%
1.6%

8,952,147,757

63.9%

19,961,622
49,942,944
49,938,556
24,970,375
20,905,472
107,961,600
55,982,578
24,961,514
74,886,667
24,961,111

0.1%
0.4%
0.4%
0.2%
0.1%
0.8%
0.4%
0.2%
0.5%
0.2%

1.541
1.555
1.556
1.560
1.700
1.620
3.048
1.570
1.570
1.559

20

% OF NET ASSET VALUE

5.875
4.750

TOTAL INVESTMENT SECURITIES

APPINC
APPINC
APPINC
APPINC
APPINC
APPINC
CVXPP
KOPP
KOPP
KOPP

MKT VALUE ($)

02/14/2020
01/27/2020
01/29/2020
01/28/2020
02/13/2020
01/09/2020
01/08/2020
02/04/2020
02/04/2020
02/05/2020

99.81
99.89
99.88
99.88
99.81
99.96
99.97
99.85
99.85
99.84

12/31/2019
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TICKER

KOPP
KOPP
KOPP
XON
XON
XON
XON
XON
XON
XON
XON
XON
XON
GE
GE
GE
GE
GE
GE
GE
GE
GE
NESCPP
NESCPP
NESCPP
NESCPP
NESCPP
NESCPP
NESCPP
TOTCCA

PRINCIPAL/
SHARES
25,000,000
40,000,000
40,000,000
50,000,000
100,000,000
75,000,000
75,000,000
45,000,000
60,000,000
115,000,000
100,000,000
50,000,000
65,000,000
78,000,000
60,000,000
60,000,000
80,000,000
65,000,000
20,000,000
100,000,000
75,000,000
35,000,000
25,000,000
100,000,000
30,000,000
135,000,000
114,000,000
100,000,000
120,000,000
85,000,000

100,000,000
180,000,000
120,000,000
180,000,000
165,000,000
145,000,000
165,000,000
190,000,000

31,888,000

SECURITY

COUPON RATE (%)

COCA-COLA CO
COCA-COLA CO
COCA-COLA CO
EXXON MOBIL CORP
EXXON MOBIL CORP
EXXON MOBIL CORP
EXXON MOBIL CORP
EXXON MOBIL CORP
EXXON MOBIL CORP
EXXON MOBIL CORP
EXXON MOBIL CORP
EXXON MOBIL CORP
EXXON MOBIL CORP
GENERAL ELECTRIC CO
GENERAL ELECTRIC CO
GENERAL ELECTRIC CO
GENERAL ELECTRIC CO
GENERAL ELECTRIC CO
GENERAL ELECTRIC CO
GENERAL ELECTRIC CO
GENERAL ELECTRIC CO
GENERAL ELECTRIC CO
NESTLE CAPITAL CORP
NESTLE CAPITAL CORP
NESTLE CAPITAL CORP
NESTLE CAPITAL CORP
NESTLE CAPITAL CORP
NESTLE CAPITAL CORP
NESTLE CAPITAL CORP
TOTAL CAPITAL CANADA LTD*
TOTAL COMMERCIAL PAPER

MATURITY DATE

MKT PRICE ($)

MKT VALUE ($)

% OF NET ASSET VALUE

1.588
1.588
1.580
1.562
1.571
1.680
3.392
1.642
1.670
1.660
1.660
1.569
0.00
2.040
2.056
2.060
0.00
1.848
0.00
1.967
1.933
0.00
1.509
1.538
1.500
1.480
1.481
1.498
0.00
1.588

02/11/2020
02/11/2020
02/12/2020
01/30/2020
02/07/2020
01/10/2020
01/08/2020
01/13/2020
01/17/2020
01/22/2020
01/23/2020
02/05/2020
01/06/2020
02/06/2020
02/10/2020
02/11/2020
01/03/2020
01/16/2020
01/06/2020
01/27/2020
02/18/2020
01/02/2020
02/05/2020
02/12/2020
01/28/2020
01/14/2020
01/13/2020
01/24/2020
01/07/2020
02/03/2020

99.81
99.81
99.81
99.87
99.83
99.96
99.97
99.95
99.93
99.90
99.90
99.83
99.98
99.81
99.77
99.77
99.99
99.92
99.97
99.86
99.72
99.99
99.85
99.81
99.88
99.94
99.95
99.90
99.97
99.85

24,952,736
39,925,289
39,923,467
49,934,347
99,825,278
74,969,438
74,976,229
44,975,850
59,955,467
114,888,642
99,898,556
49,915,903
64,985,014
77,847,900
59,864,667
59,861,283
79,991,022
64,949,625
19,994,833
99,864,222
74,791,000
34,998,075
24,961,840
99,808,667
29,963,100
134,924,438
113,941,860
99,900,972
119,967,600
84,869,879
2,574,099,636

0.2%
0.3%
0.3%
0.4%
0.7%
0.5%
0.5%
0.3%
0.4%
0.8%
0.7%
0.4%
0.5%
0.6%
0.4%
0.4%
0.6%
0.5%
0.1%
0.7%
0.5%
0.2%
0.2%
0.7%
0.2%
1.0%
0.8%
0.7%
0.9%
0.6%
18.4%

U.S. GOVERNMENT AND AGENCIES (SHORT-TERM)
UNITED STATES TREASURY NOTE/BOND
UNITED STATES TREASURY NOTE/BOND
UNITED STATES TREASURY NOTE/BOND
UNITED STATES TREASURY NOTE/BOND
UNITED STATES TREASURY NOTE/BOND
UNITED STATES TREASURY NOTE/BOND
UNITED STATES TREASURY NOTE/BOND
UNITED STATES TREASURY NOTE/BOND
TOTAL U.S. GOVERNMENT AND AGENCIES (SHORT-TERM)

2.625
1.375
1.500
1.500
1.250
1.125
1.500
1.125

07/31/2020
01/15/2020
05/15/2020
06/15/2020
01/31/2020
03/31/2020
04/15/2020
04/30/2020

100.57
99.98
99.95
99.95
99.96
99.87
99.97
99.83

100,570,660
179,962,686
119,939,520
179,909,154
164,931,872
144,808,412
164,946,590
189,681,731
1,244,750,624

0.7%
1.3%
0.9%
1.3%
1.2%
1.0%
1.2%
1.4%
8.9%

REPURCHASE AGREEMENTS
STATE STREET BANK/FICC REPO
TOTAL REPURCHASE AGREEMENTS

0.120

01/02/2020

31,888,000
31,888,000

0.2%
0.2%
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PRINCIPAL/
SHARES

SECURITY

COUPON RATE (%)

CASH & EQUIVALENTS
TOTAL CASH & EQUIVALENTS

TOTAL NET ASSETS
NUMBER OF LONG EQUITY POSITIONS
NUMBER OF LONG FIXED INCOME CREDIT POSITIONS

MATURITY DATE

MKT PRICE ($)

MKT VALUE ($)

% OF NET ASSET VALUE

1,231,144,847
5,081,883,107

8.8%
36.3%

14,009,088,264

100.0%
47
40

* Indicates foreign security.

Portfolio Holding Disclosures
You should consider the Fund’s investment objectives, risks, and charges and expenses carefully before you invest. The Prospectus details the Fund's objective and policies, sales charges, and other matters of interest to the
prospective investor. Please read the Prospectus carefully before investing. The Prospectus may be obtained by visiting the website at www.fpa.com, by email at crm@fpa.com, toll-free by calling 1-800-982-4372 or by
contacting the Fund in writing.
Investments in mutual funds carry risks and investors may lose principal value. Capital markets are volatile and can decline significantly in response to adverse issuer, political, regulatory, market, or economic developments. The Fund may
purchase foreign securities, including American Depository Receipts (ADRs) and other depository receipts, which are subject to interest rate, currency exchange rate, economic and political risks; this may be enhanced when investing in
emerging markets. Securities of smaller, less well-known companies involve greater risks and they can fluctuate in price more than larger company securities.
Short-selling involves increased risks and transaction costs. You risk paying more for a security than you received from its sale.
The return of principal in a bond investment is not guaranteed. Bonds have issuer, interest rate, inflation and credit risks. Lower rated bonds, callable bonds and other types of debt obligations involve greater risks. Mortgage securities and
asset backed securities are subject to prepayment risk and the risk of default on the underlying mortgages or other assets; derivatives may increase volatility.
Interest rate risk is when interest rates go up, the value of fixed income securities, such as bonds, typically go down and investors may lose principal value. Credit risk is the risk of loss of principle due to the issuer's failure to repay a loan.
Generally, the lower the quality rating of a security, the greater the risk that the issuer will fail to pay interest fully and return principal in a timely manner. If an issuer defaults the security may lose some or all its value.
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 styles of investing during given periods.
Portfolio composition will change due to ongoing management of the fund. References to individual securities are for informational purposes only and should not be construed as recommendations by the Fund, the portfolio managers, FPA,
or the distributor.
The Fund is distributed by UMB Distribution Services, LLC, 235 W. Galena Street, Milwaukee, WI, 53212.
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