
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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CPI N/A N/A N/A N/A N/A N/A N/A N/A N/A 2.75 N/A 

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. 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. The Fund’s total expense ratio as of its most recent 

prospectus is 1.23%, and its net expense ratio is 1.21% (both ratios include dividend and interest expenses on short 

sales). A redemption fee of 2% will be imposed on redemptions within 90 days. 

The Adviser has contractually agreed to reimburse the Fund for Total Annual Fund Operating Expenses in excess of 1.05% 

of the average net assets of the Fund, excluding short sale dividend expenses and interest expenses on cash deposits relating 

to short sales, brokerage fees and commissions, interest, taxes, fees and expenses of other funds in which the Fund invests, 

and extraordinary expenses, including litigation expenses not incurred in the Fund’s ordinary course of business, through Apr il 

30, 2021. This agreement may only be terminated earlier by the Fund’s Board of Trustees (the “Board”) or upon termination 

of the Advisory Agreement. 

Please see important disclosures at the end of the commentary. 
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Dear Shareholders: 

Overview 

As you are well aware, stocks around the world declined on the back of the COVID-19 pandemic in the first 
quarter. Most businesses were ill-prepared for what was a near simultaneous and instantaneous shut-down of 
the global economy that swiftly destroyed supply and demand. 

The stock market extended its long advance well into the beginning of the quarter – and then the correction hit 
like a Category 5 hurricane, entirely erasing (at least temporarily) those historic gains and then some. From 
peak to trough during the quarter, both the MSCI ACWI Index and the S&P 500 Index declined about 34 percent, 
while the FPA Crescent Fund (“Fund”) declined 29 percent.1 For the S&P 500, this was the steepest decline of 
30 percent or more in history, occurring more quickly than what previously were historic declines in 1929, 1931, 
and 1934.  

When all was said and done, the global MSCI ACWI Index fell 21.37% and the domestic S&P 500 Index dropped 
19.60% in the first quarter. The Fund declined 20.51% in the quarter, roughly matching the first-quarter average 
decline of 20.49% of those two comparative equity indices. 

On an early first quarter conference call on March 27, we offered our thoughts on portfolio positioning, including 
information about recent purchases and existing holdings, the Fund’s performance, the economy and answers 
to shareholder questions. In the service of efficiency, we have attached our prepared remarks and subsequent 
Q & A for your review. We do, however, want to reiterate three points we hope our investors took away from 
that call.  

First, the world isn’t coming to an end. The impact on the Fund is largely a mark-to-market exercise in the midst 
of the most unsettling series of events that many of us have ever experienced. We appreciate that it is 
unpleasant to have your portfolio decline in price – though not necessarily in value – and to share in a downside 
at the higher end of the Fund’s historical performance. With the companies we owned and the cash we held, 
we believed we were well-positioned for a normal to deep recession. We were certainly unprepared for the near 
instantaneous and simultaneous global destruction of supply and demand wrought by COVID-19. 

Second, we put almost 30 percent of the Fund’s cash to work during the quarter, with its cash position shrinking 
to 26% of the portfolio from 36%. We added more than a dozen new holdings and are genuinely happy with 
what we own overall, although we are not yet eager to get fully invested. 

Lastly, we believe Crescent’s portfolio of securities at the end of this tumultuous quarter is attractive and 
interesting. As a result, your portfolio managers have recently increased their own investment in Crescent and 
continue to have the largest portion of their invested net worth in FPA’s strategies alongside our firm’s clients. 

Market cycle perspective 

We have often expressed the need to judge a manager over full market cycles, and so it is worth noting that 
we are still in the market cycle that started in 2007 as we can’t yet confirm that cycle has ended.2 As of April 
30th, the market had recovered much of its losses and was only down about 8.5 percent for the year.3 In short, 
we are not in a “bear market” yet, and it is too soon to tell if the cycle, let alone the correction caused by the 
pandemic, is truly over.  

1 Market peak was February 19, 2020 and the trough was March 23, 2020. 
2 Please see our market cycle white paper for more information: https://fpa.com/docs/default-source/default-document-library/2015-04-29-
market-cycle-performance-final.pdf?sfvrsn=2. 

Past performance is no guarantee, nor is it indicative, of future results. 
3 For simplicity we reference the S&P 500 as the ‘market’.  
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Our honest assessment of what your managers have delivered for Fund investors during this extended cycle is 
mixed. Importantly, though, we did accomplish our goal of delivering equity-like rates of return with less risk 
than the market.  

From October 10, 2007, when the previous market cycle peaked, to March 31, 2020, Crescent returned 4.60%, 
which is below the S&P 500’s 6.34% return but above the MSCI ACWI’s 2.51% return. The average of the two 
comparative indices was 4.42% over that same time period. 4 

Periodic losses are inevitable, but only rarely did the Fund experience a permanent impairment of capital. 
Returns can be driven as much by what you own as by what you do not own. Crescent’s focus on good 
businesses with a wind at their backs rather than in their faces has protected it from getting caught in value 
traps, or in businesses that are statistically inexpensive for a reason, typically because they haven’t much in 
the way of prospective growth. Even taking into account Crescent’s increased downside capture year-to-date, 
the Fund has since 2007 delivered on average less than 70 percent of downside capture whenever the equity 
market corrected more than 10 percent and about 70 percent of the volatility. Finally, and crucially, we have 
delivered an equity-like return over this cycle with an average of just 63% of the Fund’s capital at risk.  

Exhibit A: Fund objective met since inception and during prior and current market cycles 5 

  

Equity-Like 
Returns 

Downside 
Protection* 

Lower 
Volatility 

Capital at 
Risk 

Since Inception 
    

FPA Crescent 8.96% -27.87% 10.61% 63.7% 

S&P 500 8.83% -55.25% 14.57% 
 

MSCI ACWI 
    

 
    

Market Cycle 1 (2000-2007) 
    

FPA Crescent 14.71% 26.13% 10.67% 57.8% 

S&P 500 2.00% -47.41% 13.84% 
 

MSCI ACWI 
    

     

Market Cycle 2 (2007-2020) 
    

FPA Crescent 4.60% -27.87% 11.16% 62.3% 

S&P 500 6.34% -55.25% 15.40% 
 

MSCI ACWI 2.51% -57.49% 16.70% 
 

* Downside Protection is the ability to pare back losses during a market downturn. The data above shows the performance of 
Crescent alongside the S&P 500 during the largest S&P 500 drawdowns in each cycle. For additional information, please see 
footnote 5 below.  

 

 
Given how unsettling the recent market decline was, we think it is important to unpack the Fund’s performance. 
Crescent captured about 86 percent of the stock market’s downside during the dip in February and March, 
exceeding its 68.9% average net risk exposure. This was largely due to two factors: investments made as the 
market fell and certain holdings more meaningfully affected by the pandemic. 

4 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. 
5 Source: FPA, as of March 31, 2020. Reflects S&P 500 market cycles. Lower volatility is represented by standard deviation. Capital at risk 
is represented by the Fund’s average net risk exposure over each time period. Largest S&P Drawdowns were during the following periods: 
Since Inception and Market Cycle 2: (10/10/2007-03/09/2009); Market Cycle 1: (09/02/2000-10/09/2002). Please see the end of 
Commentary for detail of all of the 10% or greater drawdowns in the S&P 500 since October 2007. 

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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The Fund significantly increased its net risk exposure as we leaned into price weakness, which explains roughly 
35 percent of the Fund’s decline relative to the 64% net risk exposure at the start. Increasing investment during 
stock market declines is consistent with our practice during every major drawdown since 1994 – we tend to get 
a bit greedy when others are fearful. Had we done nothing during the drawdown, the Fund’s net risk exposure 
would have dropped to about 42 percent. Contrarily, we took net risk exposure to 74% – an increase of about 
1000 basis points in less than a month. In comparison, during the 2008/09 downturn, it took about a year to 
increase net risk exposure by a similar amount. 

Some of the companies in the Crescent portfolio declined significantly more than the market during the sudden 
recent collapse. Its five worst performers explain about 40 percent of the Fund’s performance relative to its 
exposure. As of March 31, we continue to own all the companies referenced in the portfolio section below and 
discuss in the transcript. The three main industries and/or companies that detracted most from performance – 
but whose stories have yet to be written – are: banks, particularly Citigroup and Wells Fargo; Howmet 
Aerospace (formerly Arconic); and, American International Group (AIG). In short, the dents in the Fund were 
not the result of any permanent impairments of capital but rather because we stuck to our process.  

 

Portfolio discussion 

The world has changed over the last couple of months and with it, stock prices. There is no question that 
emotion drove much of the share price movement. Businesses owned by the Fund may have seen their stock 
value move 25% day-to-day, or even intra-day, but in our assessment their business value did not similarly 
change.  

Contributors to and detractors from the Fund’s trailing 12-month returns are listed in Exhibit B.  

Exhibit B: Contributors and Detractors over Trailing Twelve Months6 

Contributors Perf. 
Cont.                       

Avg. %  
of Port. 

  Detractors Perf. 
Cont. 

Avg. %  
of Port. 

Trailing 12 Months (TTM) 
    

       

Microsoft 0.52% 1.9%   American International Group -1.15% 3.6% 

Charter Communications 0.44% 2.1%   Glencore PLC -0.89% 1.1% 

JD.com 0.37% 1.3%   McDermott International 
(Multiple Issues) 

-0.77% 0.4% 

iShares Core S&P 500 ETF 
(short) 

0.20% -0.7%   Baidu -0.68% 1.4% 

iShares Russell 1000 ETF 
(short) 

0.19% -0.6%   Jefferies Financial Group -0.63% 2.3% 

  
1.72% 4.0% 

    
-4.11% 8.8% 

One reason we are excited about the portfolio right now is the compelling valuation of the banks that we own, 
equal to 6.8% of the Fund, even after accounting for a potentially prolonged recession. Banks in the S&P 500 
Index trade at some of the lowest valuations since either the financial crisis from 2008 into 2009 or the savings-
and-loan crisis in the early 1990s. In general, banks not only have better loan portfolios today than they did in 
those crises, they also have capital ratios, or tangible equity-to-assets, two to three times greater than before 

6 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.  

Past performance is no guarantee, nor is it indicative, of future results. 
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the last recession.7 The banks held by the Fund trade at an average 40 percent discount to book value. 
Assuming no growth and permanently reduced returns on tangible equity due to lower interest rates and/or 
upcoming loan write-downs, we believe these banks should still be able to generate in the neighborhood of a 
10 percent return on tangible equity in a downside case. At just 0.6x book value, that equates to an owner 
earnings yield of 16.7%. We find this valuation math to be undemanding and therefore appealing. 

During the initial market decline, AIG sank more than 60 percent, dramatically underperforming its peers in what 
we believe will prove to be an overreaction. Life insurance companies were down 40 percent to 50 percent 
while their property and casualty, or P&C, peers were down 20 percent to 30 percent.8 Our conviction in AIG 
stems from several factors. We do not think its life insurance business, which accounts for 40 percent of 
premiums, will be overly affected as we are thankfully seeing a flattening of the COVID-19 infection curve. Its 
P&C business, generating about 60 percent of premiums, does not cover pandemics. Some states have said 
they may try to force coverage of pandemics, but we are confident the U.S. Constitution does not allow such a 
retroactive revision. There also is a case to be made that reduced activity around the country will lower P&C 
claims. We believe that AIG has earnings power in the next few years of around $6 per share. Panicked selling 
caused its stock price to trade as low as an unchallenging 0.3 times tangible equity. We added to the Fund’s 
position in AIG on this weakness. 

It’s important to remember that chaos creates opportunity. Like our Contrarian namesake, we do not shy from 
market sectors that others avoid, too paralyzed by uncertainty to act. In late March, we put a little over 2 percent 
of the portfolio into the travel space, specifically into well-financed companies that have a long enough runway 
to get through a temporary shutdown or even longer delay in travel-and-leisure spending. We purchased 
Booking Holdings, or “Booking,” at what we believe are low double-digit multiples of enterprise-value-to-trailing 
earnings. We did not take this position, however, simply because it was trading at a low multiple of our estimate 
of trailing or normalized earnings. Instead, Booking attracted us with, in our view, the long-term strength of its 
business and a strong balance sheet with net cash, further complemented by several billion dollars of 
investments in various securities. We also expect Booking to pare its expense structure, albeit with some lag, 
to protect profitability. We believe those attributes should more than sufficiently ensure that Booking emerges 
from the other side of this pandemic in a stronger position than its poorly financed peers. Regardless of what 
the new normal looks like, we are highly confident that Booking, with excellent stewards of its business and 
capital at the helm, will emerge as a profitable company generating excellent free cash flow. 

We also took advantage of market weakness to add more than a dozen new positions in companies that have 
sat for years on our wish list and whose stock price declines finally afforded us appealing opportunities to buy. 

The long view 

We enumerate below some significant drivers of performance relative to the indices over the last decade. The 
Fund has met its objectives despite certain headwinds, and in the future, some headwinds may turn into 
tailwinds. We have not, however, positioned the portfolio to depend on the direction of the wind. 

1. We are value managers, which to us simply means making an investment that has an appropriate 
margin of safety. Traditional value investors have sought such protection in a company’s balance sheet. 
We prefer a margin of safety more predicated on the quality of the business – its returns on capital; the 
defensibility of its market position; pricing power; good management, and future top- and bottom-line 
growth potential among other attributes. Since value received for a price paid does matter to us, we 
have all too frequently found ourselves not owning businesses priced to perfection and then some 
during this unprecedented market cycle. 9  

Growth stocks have reigned supreme for a long time, and we have held positions in growth businesses 
like Alphabet and Facebook (that were initially purchased when the market thought less of their 
investment merits). These have allowed us to perform reasonably well relative to our value investing 

7 Source: Bloomberg, as of March 31, 2020. 
8 Source: Bloomberg, as of March 31, 2020. 
9 FPA Crescent Fund Commentary 2017 – Q4; https://fpa.com/docs/default-source/funds/fpa-crescent-fund/literature/quarterly-
commentaries/fpa-crescent-fund-commentary-2017-q4.pdf?sfvrsn=6. 
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peers.10 More traditional value names that are more cyclical on average have not performed as well, 
however, including the aforementioned banking and aerospace investments.  

Growth’s outperformance of Value has left Value appearing relatively inexpensive (Exhibit C). This 
cannot continue unabated unless Value fails to deliver even a modicum of growth. The Fund should 
benefit from some reversion to the mean to the extent that it holds positions that are clearly Value 
names. 

 Exhibit C: Growth v Value Relative Value11 

 

2. Quality and low-volatility indices have outperformed for much of the last decade, pushing prices to 
valuation levels too high to give us comfort that there are reasonable margins of safety (Exhibit D). 
Such indices have historically been populated by less cyclical businesses. We are quite comfortable 
with growing cyclical businesses as long as we are paying an appropriate price for them. Just because 
some of these prices are lower today than when we made our purchases does not mean we overpaid, 
although they are certainly more “appropriate” today than they were. As Warren Buffet has said, “I 
would much rather earn a lumpy 15 percent over time than a smooth 12 percent.” 12 

Many businesses of historically high quality but very low earnings growth now trade at price-to-earnings 
ratios exceeding 20 times, including many consumer product companies. Investors are currently more 
comfortable paying for the perceived stability of an earnings stream regardless of price. Paying a rich 
multiple for such a business, however, might prove no different than buying a long-dated bond at a yield 
that approaches zero. 

10 Source: Morningstar. As of March 31, 2020. Past performance is no guarantee of future results. Refers to Fund performance relative 
to the “US Fund Allocation--50% to 70% Equity” and “US Fund World Allocation” Morningstar categories over the period between October 
10, 2007 and March 31, 2020. The “US Fund Allocation--50% to 70% Equity” category seeks to provide both income and capital appreciation 
by investing in multiple asset classes, including stocks, bonds, and cash. The “World Allocation” category seeks to provide both capital 
appreciation and income by investing in three major areas: stocks, bonds, and cash. While these portfolios do explore the whole world, 
most of them focus on the U.S., Canada, Japan, and the larger markets in Europe. There were 42 funds in these categories reporting 
performance for this period. 
11 Source: Bloomberg, as of March 31, 2020. Chart data covers period March 31, 1995 to March 31, 2020. Uses the z-score of the ratio of 
the Russell 1000 Growth Index divided by the Russell 1000 Value Index.  
12 Warren Buffet on Business: Principles from the Sage of Omaha, p72, Richard J. Connors, ©2010. 
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Exhibit D: Relative Valuation of Low Vol Stocks vs Broader Market13 

 

3. On average, foreign stocks have underperformed domestic stocks in local currency and, thanks to U.S. 
dollar strength, even more so in dollars. This has caused the Fund to look suspect when compared to 
a U.S. benchmark only. On the other hand, it appears more than competent in comparison to 
international benchmarks. How we have done in recent years has become a matter of geographic 
perspective. 

Exhibit E: Global Valuations14
 

 

  

 
 

There are many wonderful businesses domiciled outside the United States with characteristics similar to their 
U.S. counterparts yet trading at discounted prices. The Fund’s net equity exposure to these companies has 
therefore increased from 20.3% at year-end 2017 to 37.2% today. Should investors once again become 

13 Source: J.P. Morgan U.S. Equity Strategy: Style Positioning, Value Squeeze, Winner Takes All, p4, as of April 3, 2020. “LowVol” is 
represented by JPM’s quantitative group metrics. Market is represented by the S&P 500 Index. Chart data covers period December 31, 
1986 to March 31, 2020. 
14 Source: Factset, as of March 31, 2020. Data is represented by the respective indices in the charts. 
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willing to pay similar valuations for similar businesses regardless of geography, then the Fund’s exposure to 
international stocks should deliver nice returns. 

U.S. dollar strength also has proven a headwind for the investor in foreign securities. In dollar terms, 
the MSCI ACWI’s return is 0.84% lower than the return in its local currency during the current market 
cycle. Should the dollar weaken, the Fund’s foreign exposure should look better still in dollar terms.15 

4. High-yield bonds have offered very poor yields in recent years, and there has been no distressed cycle 
since the 2008-2009 downturn. The paltry yields of the sector have kept us away. Simply because we 
can invest in an asset class doesn’t mean we should. Nevertheless, not owning much in high yield has 
hurt performance as interest rates kept going down and risk spreads narrowed, despite increasing 
corporate leverage, declining average credit quality, and weaker covenants for borrowers. That has 
finally started to reverse. 

Exhibit F: High Yield16 

 

We believe that now is the time to begin to seek ideas in the universe comprised of the overleveraged 
and economically challenged. Never mind that the Federal Reserve is buying corporate debt for the 
first time – and even some recently downgraded, less-than-investment-grade debt – we strongly expect 
a spate of restructurings to bring opportunities. 

5. Cash had accumulated in the Crescent portfolio as a result of finding few attractive risk/reward 
propositions. This mattered more in this market cycle than the previous cycles for two reasons: One, 
the current market cycle is the longest in history, so standing on the sidelines caused us to look more 
foolish than we believe we are; and two, when cash did build prior to 2008, we had the benefit of 
receiving attractive returns on our cash, something that has not existed during an era of low and lower 
short rates. 

There are two reasons that you can expect us to act differently and run with less cash going forward.  

15 For the period 10/10//07 to 3/31/20, the MSCI ACWI (USD) returned 2.49% annualized; while the MSCI ACWI (Local) returned 3.33% 
annualized. 
16 Source: Federal Reserve Bank of St. Louis, Bloomberg, as of March 31, 2020. Chart data covers period March 31, 1998 to March 31, 
2020. High Yield bond market data is represented by ICE BofA US High Yield Index. 
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For one, cash offers an even lower yield than at the beginning of the last market cycle. Governments 
cannot afford to let rates rise, particularly in the wake of the deficits being created by the massive 
support packages to mitigate the economic impact of COVID-19. We believe central banks and 
sovereign treasuries will do everything in their power to keep rates low. U.S. government debt will 
shortly exceed $25 trillion and is increasing at such a rate that the debt-to-GDP ratio will hit a level not 
seen since World War II. Even excluding $6 trillion of intragovernmental holdings, the country still has 
$19 trillion of debt. At that level, even a 1% increase in rates would increase the U.S. deficit by $190 
billion for that year – and that doesn’t consider continued growth of the U.S. national debt, which most 
certainly and dramatically will happen in the coming months, if not years. 

Exhibit G: Federal Debt (accumulated deficits) 17 

 

For another, we have posited over the last decade that we would eventually find ourselves on a 
deflationary path to inflation. Up to this point, governments have kept the economic party going, thanks 
in part to expansive fiscal and monetary policy. We thus expected more of the same when the next 
downturn hit. Given the suddenness and magnitude of this recent economic decline, however, the U.S. 
government felt obliged to act in an unprecedented (and unproven) fashion. The economy is the lab, 
apparently, and we the people its rats. The worse the economy, the greater the stimulus; and the longer 
the downturn, the longer the presses print money, which we suspect will eventually lead to inflation. 
That inflation may not be broad-based and may yet occur even amid general economic malaise – 
remember stagflation? – but stocks may nonetheless perform well nominally as there may be little 
alternative. 

Our investors should be keenly aware that we will likely operate with less cash in the future, which will 
likely increase the Fund’s volatility. Crescent’s lower volatility has always been a by-product of our 
strategy, not a goal. We will nonetheless aspire to avoid any permanent impairment of capital and not 
be bothered with the ephemeral, and usually visceral, mark-to-market that investments we own might 
have during their life-cycle in the Fund. 

6. Crescent often is compared to balanced mutual funds, which typically run 60 percent stocks and 40 
percent investment-grade bonds. Balanced funds generally hold growth stocks, and in addition, these 
funds have enjoyed a major tailwind boosting performance as bond prices have risen in lockstep with 

17 Source: Federal Reserve Bank of St. Louis, as of September 30, 2019. 2020 year-end projection is calculated by adding at least $4 
trillion to the Gross Federal Debt levels and estimating that GDP will be 5% lower than at September 30, 2019 levels. 

25

35

45

55

65

75

85

95

105

115

125

135

'40 '45 '50 '55 '60 '65 '70 '75 '80 '85 '90 '95 '00 '05 '10 '15 '20

G
ro

s
s
 F

e
d

e
ra

l 
D

e
b

t 
a

s
 

a
 P

e
rc

e
n

ta
g

e
 o

f 
G

D
P

 (
%

)

9



declining interest rates. The rate on a U.S. government 10-year bond declined from 5.3% to 0.5% since 
2007, helping the Bloomberg Barclays US Aggregate bond index return 4.8% over that time.18  

Balanced Funds, with their large dedication to investment grade bonds, will likely find the future more 
challenging. Yes, the tailwind of declining rates is unlikely to turn into a headwind of rising rates, but for 
the bond portion of a balanced fund’s portfolio to have as bright a future, the 10-year bond would have 
to fall to a negative 3 percent return. That is an uncomfortable bet to make. Additionally, we expect 
some corporate bonds currently considered investment grade will end up as junk bonds.  

We are excited about the opportunities that we believe are destined to come our way. Let us consider how the 
six points mentioned above, which were relative headwinds in the last market cycle, could become tailwinds in 
the near future. 

 

Summary  

It’s a bit surprising that from where we are today, the market is only off 13 percent from its February peak.19 
The world today is more than 13 percent worse than it was then, but the more pertinent question is what the 
future will look like. As emotion is wrung from the stock market, it tends to look forward to what the economy 
looks like on the other side of a virulent downturn. 

Eventually we will have a COVID-19 vaccine that will also boost our ailing economy. Additionally, central banks 
are unlikely to raise interest rates for years to come – how many countries can afford to pay a higher rate for 
their burgeoning national debt? With those two things in mind, it is difficult to act as your fiduciary and not 
become more invested over time, largely in equities with some high-yield and distressed debt. Cash just won’t 
produce the return to which we collectively aspire. For better or for worse, we believe central banks have set 
the stage for inflation in risky assets, and since we can’t tell you when the show starts, we have to be in our 
seats in advance. If we successfully find a sufficient number of investments with attractive risk-to-reward ratios, 
this may mean greater volatility – but we see little alternative as we look out five to 10 years.  

Our philosophy hasn’t changed, and our strategy, although evolved, remains largely unaltered. Sometimes you 
don’t appear as smart as you are, and other times you look much smarter than you actually are. As we continue 
to focus on delivering good, risk-adjusted returns, we suspect our clock will be right more than just twice a day.  

We appreciate your trust and patience. While unsettling, we hope for continued volatility in the equity and credit 
markets as we would love nothing more than to become even more fully invested. From all of us at FPA, we 
hope you and your family are safe and healthy. 

Respectfully submitted, 

 
 
Steven Romick 
Co-Portfolio Manager 
May 8, 2020 

 

18  Source: Morningstar. The US Government 10-year bond yield peak and trough dates were June 12, 2007 and March 9, 2020, 
respectively. Return for the Bloomberg Barclays US Aggregate Bond Index is annualized between those dates. 
19 Source: Bloomberg, as of April 30, 2020. Market refers to the S&P 500 Index. The S&P 500 Index peak was on February 19, 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 have 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 asset-backed 
securities are subject to prepayment risk and the risk of default on the underlying mortgages or other assets. High yield 
securities can be volatile and subject to much higher instances of default. 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.  
 
In making any investment decision, you must rely on your own examination of the Fund, including the risks involved in an 
investment. Investments mentioned herein may not be suitable for all recipients and in each case, potential investors are 
advised not to make any investment decision unless they have taken independent advice from an appropriately authorized 
advisor. An investment in any security mentioned herein does not guarantee a positive return as securities are subject to 
market risks, including the potential loss of principal. You should not construe the contents of this document as legal, tax,  
investment or other advice or recommendations. 

The S&P 500 drawdowns greater than 10% since October 2007 are calculated from that index’s peak and trough dates. The 
time periods for these drawdowns, the performance of the S&P 500 and the Fund during these time periods, and the downside 
capture are as follows: 10/10/2007-3/9/2009 (-55.25% (S&P 500), -27.87% (Fund), 50.45% (downside capture)); 4/23/2010-
7/2/2010 (-15.63%, -7.56%, 48.34%); 4/29/2011-10/3/2011 (-18.64%, -13.06%, 70.05%); 7/20/2015-2/11/2016 (-12.96%, -
11.96%, 92.30%); 1/26/2018-2/8/2018 (-10.10%, -6.03%, 59.74%); 9/20/2018-12/24/2018 (-19.36%, -14.67%, 75.75%); and 
2/19/2020-3/23/2020 (-33.79%, -29.07%, 86.03%). The average downside capture across these periods was 68.95%. 

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. 
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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 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. 
 
MSCI ACWI Index is a free float-adjusted market capitalization weighted index that is designed to represent performance of 
the full opportunity set of large- and mid-cap stocks across 23 developed and 26 emerging markets. As of December 2019, it 
covers more than 3,000 constituents across 11 sectors and approximately 85% of the free float-adjusted market capitalization 
in each market. 
 
MSCI EAFE Index is an equity index which captures large- and mid-cap representation across 21 Developed Markets 
countries around the world, excluding the US and Canada. With 918 constituents, the index covers approximately 85% of the 
free float- adjusted market capitalization in each country. 
 
MSCI Emerging Markets Index captures large- and mid-cap representation across 26 Emerging Markets (EM) countries. 
With 1,404 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in each country. 
 
MSCI Europe Index captures large- and mid-cap representation across 15 Developed Markets (DM) countries in Europe. 
With 438 constituents, the index covers approximately 85% of the free float-adjusted market capitalization across the European 
Developed Markets equity universe. 
 
Russell 1000 Growth Index measures the performance of the large-cap growth segment of the US equity universe. It includes 
those Russell 1000 companies with higher price-to-book ratios and higher forecasted 
growth values. The Russell 1000 Growth Index is constructed to provide a comprehensive and unbiased barometer for the 
large-cap growth segment. 
 
Russell 1000 Value Index measures the performance of the large-cap value segment of the US equity universe. It includes 
those Russell 1000 companies with lower price-to-book ratios and lower expected growth values. The Russell 1000 Value 
Index is constructed to provide a comprehensive and unbiased barometer for the large-cap value segment. 
 
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 

Annualized Standard Deviation is the standard deviation multiplied by the square root of the number of periods in one year. 
Standard deviation of return measures the average deviations of a return series from its mean, and is often used as a measure 
of risk. 
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Default Rate is the percentage of all outstanding loans that a lender has written off after a prolonged period of missed 
payments. 
 
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”). 
 
Maximum drawdown is the maximum loss from a peak to a trough of a portfolio, before a new peak is attained. 
 
Market cycles, also known as stock market cycles, is a wide term referring to trends or patterns that emerge during different 
markets or business environments. 
 
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 Book is used to compare a firm's market capitalization to its book value. It's calculated by dividing the company's 
stock price per share by its book value per share (BVPS). An asset's book value is equal to its carrying value on the balance 
sheet, and companies calculate it netting the asset against its accumulated depreciation. 
 
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 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. 
 
Option-Adjusted Spread (OAS) is the measurement of the spread of a fixed-income security rate and the risk-free rate of 
return, which is then adjusted to take into account an embedded option. 
 
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. 
 
Return on Tangible Equity (“ROTE”) is a ratio that helps measure a company’s profitability. ROTE is calculated by dividing 
the company’s net income by average shareholders’ equity but excludes intangible elements such as goodwill, debt that can 
be converted into common stock, and preferred stock. 
 
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. 
 
Sortino ratio is a variation of the Sharpe ratio that differentiates harmful volatility from total overall volatility by using the 
asset's standard deviation of negative portfolio returns, called downside deviation, instead of the total standard deviation of 
portfolio returns. The ratio takes an asset or portfolio's return and subtracts the risk-free rate, and then divides that amount by 
the asset's downside deviation. 
 
Spread is the difference between yields on differing debt instruments of varying maturities, credit ratings, issuer, or risk level, 
calculated by deducting the yield of one instrument from the other. 
 
Standard deviation is a measure of the dispersion of a set of data from its mean.  
Volatility is a statistical measure of the dispersion of returns for a given security or market index. In most cases, the higher 
the volatility, the riskier the security. Volatility is often measured as either the standard deviation or variance between returns 
from that same security or market index. 
 
Yield to Maturity is the total return anticipated on a bond if the bond is held until it matures.  
 
Yield to Worst reflects the lowest possible yield on a callable bond without the issuer defaulting. It does not represent the 
yield an investor should expect to receive. 
 
Z-score is a numerical measurement used in statistics of a value's relationship to the mean (average) of a group of values, 
measured in terms of standard deviations from the mean. If a Z-score is 0, it indicates that the data point's score is identical 
to the mean score. A Z-score of 1.0 would indicate a value that is one standard deviation from the mean. 

 
The FPA Funds are distributed by UMB Distribution Services, LLC, 235 W. Galena Street, Milwaukee, WI, 
53212. 
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FPA Crescent Fund
Portfolio Holdings

3/31/2020

TICKER PRINCIPAL/

SHARES

SECURITY COUPON RATE (%) MATURITY DATE MKT PRICE ($) MKT VALUE ($) % OF NET ASSET VALUE

AC CN 3,535,617 AIR CANADA* 11.19 39,569,365 0.4%

BABA 328,555 ALIBABA GROUP HOLDING-SP ADR* 194.48 63,897,376 0.6%

GOOGL 230,116 ALPHABET INC-CL A 1,161.95 267,383,286 2.6%

GOOG 210,509 ALPHABET INC-CL C 1,162.81 244,781,970 2.4%

AIG 9,905,795 AMERICAN INTERNATIONAL GROUP 24.25 240,215,529 2.4%

ADI 3,029,931 ANALOG DEVICES INC 89.65 271,633,314 2.7%

AON 580,069 AON PLC* 165.04 95,734,588 0.9%

ARNC 9,476,102 ARCONIC INC 16.06 152,186,198 1.5%

BIDU 1,583,164 BAIDU INC - SPON ADR* 100.79 159,567,100 1.6%

BAC 6,355,011 BANK OF AMERICA CORP 21.23 134,916,884 1.3%

BKNG 95,194 BOOKING HOLDINGS INC 1,345.32 128,066,392 1.3%

AVGO 1,206,365 BROADCOM INC 237.10 286,029,142 2.8%

BVI FP 7,579 BUREAU VERITAS SA* 19.09 144,692 0.0%

CHTR 532,536 CHARTER COMMUNICATIONS INC-A 436.31 232,350,782 2.3%

CFR SW 922,450 CIE FINANCIERE RICHEMONT-REG* 53.45 49,308,484 0.5%

CIT 5,599,562 CIT GROUP INC 17.26 96,648,440 1.0%

C 4,033,295 CITIGROUP INC 42.12 169,882,385 1.7%

CMCSA 8,646,219 COMCAST CORP-CLASS A 34.38 297,257,009 2.9%

DELL 2,722,000 DELL TECHNOLOGIES -C 39.55 107,655,100 1.1%

DD 3,249,578 DUPONT DE NEMOURS INC 34.10 110,810,610 1.1%

FB 1,349,107 FACEBOOK INC-CLASS A 166.80 225,031,048 2.2%

G1A GY 1,017,395 GEA GROUP AG* 20.66 21,017,080 0.2%

GLEN LN 71,849,910 GLENCORE PLC* 1.51 108,748,258 1.1%

GBLB BB 2,830,088 GROUPE BRUXELLES LAMBERT SA* 78.68 222,674,274 2.2%

HEI GY 2,496,608 HEIDELBERGCEMENT AG* 42.72 106,662,667 1.0%

JS SP 2,452,760 JARDINE STRATEGIC HLDGS LTD* 22.35 54,815,877 0.5%

JD 2,505,937 JD.COM INC-ADR* 40.50 101,490,449 1.0%

JEF 15,093,320 JEFFERIES FINANCIAL GROUP IN 13.67 206,325,684 2.0%

KMI 10,664,948 KINDER MORGAN INC 13.92 148,456,076 1.5%

LHN SW 5,997,303 LAFARGEHOLCIM LTD-REG* 36.49 218,862,597 2.2%

003550 KS 1,772,486 LG CORP* 48.44 85,859,223 0.8%

LPLA 1,474,578 LPL FINANCIAL HOLDINGS INC 54.43 80,261,281 0.8%

MAR 367,004 MARRIOTT INTERNATIONAL -CL A 74.81 27,455,569 0.3%

MGGT LN 19,162,851 MEGGITT PLC* 3.59 68,884,062 0.7%

MSFT 1,232,551 MICROSOFT CORP 157.71 194,385,618 1.9%

NPN SJ 1,424,355 NASPERS LTD-N SHS* 142.11 202,421,326 2.0%

3659 JP 6,157,800 NEXON CO LTD* 16.34 100,623,616 1.0%

NXPI 653,009 NXP SEMICONDUCTORS NV* 82.93 54,154,036 0.5%

OI 5,451,353 O-I GLASS INC 7.11 38,759,120 0.4%

7733 JP 6,141,400 OLYMPUS CORP* 14.42 88,530,050 0.9%

PCG 3,585,220 P G & E CORP 8.99 32,231,128 0.3%

PAH3 GY 1,539,070 PORSCHE AUTOMOBIL HLDG-PRF* 41.80 64,333,705 0.6%

PRX NA 1,273,869 PROSUS NV* 69.65 88,722,553 0.9%

RBS LN 43,812,970 ROYAL BANK OF SCOTLAND GROUP* 1.38 60,412,570 0.6%

028260 KS 859,404 SAMSUNG C&T CORP* 72.97 62,707,827 0.6%

SBNY 731,980 SIGNATURE BANK 80.39 58,843,872 0.6%

9984 JP 1,522,000 SOFTBANK GROUP CORP* 35.40 53,882,420 0.5%

SHFP 1,146,250 SOUND HOLDING FP LUXEMBOURG* 17.53 20,091,147 0.2%

19 HK 10,152,602 SWIRE PACIFIC LTD - CL A* 6.37 64,628,507 0.6%

TEL 3,209,131 TE CONNECTIVITY LTD* 62.98 202,111,070 2.0%

9401 JP 1,782,900 TOKYO BROADCASTING SYSTEM* 13.93 24,834,422 0.2%

6201 JP 1,155,400 TOYOTA INDUSTRIES CORP* 47.68 55,089,183 0.5%

UTX 1,740,539 UNITED TECHNOLOGIES CORP 94.33 164,185,044 1.6%

COMMON STOCK (LONG)
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FPA Crescent Fund
Portfolio Holdings

3/31/2020

TICKER PRINCIPAL/

SHARES

SECURITY COUPON RATE (%) MATURITY DATE MKT PRICE ($) MKT VALUE ($) % OF NET ASSET VALUE

UNVR 7,632,838 UNIVAR SOLUTIONS INC 10.72 81,824,023 0.8%

WAB 2,035,062 WABTEC CORP 48.13 97,947,534 1.0%

WFC 5,531,767 WELLS FARGO & CO 28.70 158,761,713 1.6%

6,794,063,278 66.8%

XLF -5,206,957 FINANCIAL SELECT SECTOR SPDR 20.82 (108,408,845) -1.1%

IFF IT -618,224 INTL FLAVORS & FRAGRANCES 102.08 (63,108,306) -0.6%

9434 JP -1,522,000 SOFTBANK CORP* 12.74 (19,388,268) -0.2%

VOW3 GY -408,519 VOLKSWAGEN AG-PREF* 115.20 (47,059,973) -0.5%

GWW -13,425 WW GRAINGER INC 248.50 (3,336,113) 0.0%

(241,301,504) -2.4%

AABA_ESC 4,756,180 ALTABA INC - ESCROW 20.50 97,501,690 1.0%

97,501,690 1.0%

28,026,000 GENERAL ELECTRIC CO 5.000 06/15/2168 82.12 23,015,318 0.2%

23,015,318 0.2%

FPSLLC 1,020,135 FPS LLC 10/16/2047 83.46 85,137,476 0.8%

FPSSHELBY 97,750 FPS SHELBY HOLDCO I LLC 10/16/2047 100.00 9,775,000 0.1%

GACP2 958,312 GACP II, LLC 60.33 57,815,744 0.6%

FARM2 120,000 U.S. FARMING REALTY TRUST  II 81.75 9,810,483 0.1%

ACI00CV12 350,000 U.S. FARMING REALTY TRUST LP 92.19 32,266,611 0.3%

194,805,315 1.9%

7,286,662,800 BUY 2.892 CMS CAP ON 2Y10Y (MS) 0.00 01/11/2029 0.01 417,234 0.0%

477,600,000,000 BUY 4 CMS CAP ON 3Y30Y 02/15/23 (BARC) 0.00 02/15/2023 0.00 668,640 0.0%

920,450,000,000 BUY 4 CMS CAP ON 3Y30Y 02/15/23 (GS) 0.00 02/15/2023 0.00 1,196,585 0.0%

506,250,000,000 BUY 4 CMS CAP ON 3Y30Y 02/15/23 (MS) 0.00 02/15/2023 0.00 455,625 0.0%

477,600,000,000 BUY 4 CMS CAP ON 3Y30Y 02/22/23 (BARC) 0.00 02/22/2023 0.00 668,640 0.0%

920,450,000,000 BUY 4 CMS CAP ON 3Y30Y 02/22/23 (GS) 0.00 02/22/2023 0.00 1,288,630 0.0%

506,250,000,000 BUY 4 CMS CAP ON 3Y30Y 02/22/23 (MS) 0.00 02/22/2023 0.00 506,250 0.0%

477,600,000,000 BUY 4 CMS CAP ON 3Y30Y 03/01/23 (BARC) 0.00 03/01/2023 0.00 668,640 0.0%

920,450,000,000 BUY 4 CMS CAP ON 3Y30Y 03/01/23 (GS) 0.00 03/01/2023 0.00 1,288,630 0.0%

506,250,000,000 BUY 4 CMS CAP ON 3Y30Y 03/01/23 (MS) 0.00 03/01/2023 0.00 506,250 0.0%

477,600,000,000 BUY 4 CMS CAP ON 3Y30Y 03/08/23 (BARC) 0.00 03/08/2023 0.00 668,640 0.0%

920,450,000,000 BUY 4 CMS CAP ON 3Y30Y 03/08/23 (GS) 0.00 03/08/2023 0.00 1,288,630 0.0%

506,250,000,000 BUY 4 CMS CAP ON 3Y30Y 03/08/23 (MS) 0.00 03/08/2023 0.00 506,250 0.0%

4,801,628 BUY PROTECTION ON DELL INC 12/20/2024 (GS) 1.000 12/20/2024 105.41 5,061,632 0.0%

7,682,605 BUY PROTECTION ON DELL INC 6/20/2024 (BARC) 1.000 06/20/2024 106.16 8,155,674 0.1%

29,846,904 BUY PROTECTION ON DELL INC 6/20/2024 (GS) 1.000 06/20/2024 103.96 31,028,978 0.3%

17,362,671 BUY PROTECTION ON DELL INC 6/20/2024 (MS) 1.000 06/20/2024 104.65 18,169,273 0.2%

-7,286,662,800 SHORT 2.552 LIBOR FLOOR (ATMF -14BPS) 0.00 01/11/2029 0.18 (13,070,233) -0.1%

VMW 01/21/22 

C200

-917,300 VMW 01/21/22 C200 0.00 9.20 (8,439,160) -0.1%

VMW 01/21/22 P105 1,252,700 VMW 01/21/22 P105 0.00 19.70 24,678,190 0.2%

75,712,999 0.7%

LIMITED PARTNERSHIPS

TOTAL LIMITED PARTNERSHIPS

DERIVATIVES/FUTURES

TOTAL DERIVATIVES/FUTURES

TOTAL COMMON STOCK (SHORT)

CLOSED-END FUNDS (LONG)

TOTAL CLOSED-END FUNDS (LONG)

PREFERRED STOCK

TOTAL PREFERRED STOCK

TOTAL COMMON STOCK (LONG)

COMMON STOCK (SHORT)
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FPA Crescent Fund
Portfolio Holdings

3/31/2020

TICKER PRINCIPAL/

SHARES

SECURITY COUPON RATE (%) MATURITY DATE MKT PRICE ($) MKT VALUE ($) % OF NET ASSET VALUE

66,677,000 BOMBARDIER INC* 7.500 03/15/2025 70.25 46,840,593 0.5%

5,800,000 BOMBARDIER INC* 7.450 05/01/2034 63.00 3,654,000 0.0%

2,171,000 CALIFORNIA RESOURCES CORP 6.000 11/15/2024 1.00 21,710 0.0%

35,750,000 CALIFORNIA RESOURCES CORP 8.000 12/15/2022 1.50 536,250 0.0%

9,417,000 GULFPORT ENERGY CORP 6.625 05/01/2023 28.00 2,636,760 0.0%

18,209,000 GULFPORT ENERGY CORP 6.000 10/15/2024 24.50 4,461,205 0.0%

8,822,000 GULFPORT ENERGY CORP 6.375 05/15/2025 24.00 2,117,280 0.0%

9,128,000 GULFPORT ENERGY CORP 6.375 01/15/2026 18.00 1,643,040 0.0%

1,000,000 STEENBOK LUX FINCO 2 SARL* 10.750 12/31/2021 53.49 534,906 0.0%

7,066,000 UBER TECHNOLOGIES INC 8.000 11/01/2026 99.50 7,030,670 0.1%

69,476,414 0.7%

-17,417,000 DELL INTERNATIONAL LLC / EMC CORP 7.125 06/15/2024 103.00 (17,939,510) -0.2%

-21,837,000 GRAY TELEVISION INC 5.125 10/15/2024 96.63 (21,100,001) -0.2%

-14,242,000 GRAY TELEVISION INC 5.875 07/15/2026 96.16 (13,694,395) -0.1%

-33,325,000 WESTERN DIGITAL CORP 4.750 02/15/2026 101.67 (33,879,895) -0.3%

(86,613,801) -0.9%

17,417,000 DELL INTERNATIONAL LLC 2.985 09/19/2025 95.17 16,575,236 0.2%

14,242,000 GRAY TELEVISION INC 3.873 01/02/2026 93.50 13,316,270 0.1%

21,837,000 GRAY TELEVISION INC 3.637 02/07/2024 93.25 20,363,003 0.2%

9,568,600 HALL OF FAME VILLAGE TL 1 12.000 10/31/2020 100.00 9,568,600 0.1%

6,847,315 KAMSARMAX SHIPPING LLC* 10.500 06/30/2020 100.00 6,847,315 0.1%

38,618,824 MCDERMOTT TECHNOLOGY AMERICAS INC 11.000 10/21/2021 89.50 34,563,847 0.3%

10,089,206 MCDERMOTT TECHNOLOGY AMERICAS INC 5.701 05/10/2023 60.00 6,053,523 0.1%

50,207,015 MCDERMOTT TECHNOLOGY AMERICAS INC 9.947 10/21/2020 89.50 44,935,278 0.4%

144,324,534 MCDERMOTT TECHNOLOGY AMERICAS INC 6.713 05/10/2025 27.00 38,967,624 0.4%

70,031,641 MCDERMOTT TECHNOLOGY AMERICAS INC DIP TL 9.947 10/21/2020 90.00 63,028,476 0.6%

64,586,000 MCDERMOTT TECHNOLOGY AMERICAS INC TL 5.701 05/10/2023 27.00 17,438,220 0.2%

24,383,430 MEC FILO TL 1 11.234 02/12/2021 100.00 24,383,430 0.2%

33,325,000 WESTERN DIGITAL CORP 2.735 04/29/2023 95.50 31,825,375 0.3%

327,866,198 3.2%

111,230,000 COMMONWEALTH OF PUERTO RICO* 8.000 07/01/2035 60.00 66,738,000 0.7%

14,598,000 PUERTO RICO COMMONWEALTH AQUEDUCT & SEWER AUTHORITY* 5.125 07/01/2037 94.75 13,831,605 0.1%

14,655,000 PUERTO RICO COMMONWEALTH AQUEDUCT & SEWER AUTHORITY* 6.000 07/01/2047 98.25 14,398,538 0.1%

5,198,000 PUERTO RICO COMMONWEALTH AQUEDUCT & SEWER AUTHORITY* 5.250 07/01/2029 95.63 4,970,588 0.0%

54,920,000 PUERTO RICO PUBLIC BUILDINGS AUTHORITY* 5.250 07/01/2042 75.75 41,601,900 0.4%

2,175,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 0.00 07/01/2024 85.63 1,862,344 0.0%

4,153,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 0.00 07/01/2027 76.14 3,162,177 0.0%

4,047,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 0.00 07/01/2029 69.20 2,800,524 0.0%

5,216,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 0.00 07/01/2031 62.19 3,243,726 0.0%

5,871,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 0.00 07/01/2033 55.33 3,248,659 0.0%

55,871,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 0.00 07/01/2046 23.64 13,209,022 0.1%

45,515,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 0.00 07/01/2051 17.64 8,030,667 0.1%

4,298,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 4.500 07/01/2034 100.23 4,307,671 0.0%

2,177,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 4.550 07/01/2040 94.67 2,060,857 0.0%

40,380,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 5.000 07/01/2058 97.25 39,267,531 0.4%

15,968,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 4.750 07/01/2053 94.17 15,036,427 0.1%

TOTAL CORPORATE BONDS (LONG)

CORPORATE BONDS (SHORT)

TOTAL CORPORATE BONDS (SHORT)

MUNICIPAL BONDS

BANK DEBT & OTHER CREDIT DEBT

TOTAL BANK DEBT & OTHER CREDIT DEBT

CORPORATE BONDS (LONG)
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FPA Crescent Fund
Portfolio Holdings

3/31/2020

TICKER PRINCIPAL/

SHARES

SECURITY COUPON RATE (%) MATURITY DATE MKT PRICE ($) MKT VALUE ($) % OF NET ASSET VALUE

662,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 4.536 07/01/2053 90.76 600,811 0.0%

22,112,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 4.329 07/01/2040 91.86 20,311,862 0.2%

8,865,000 PUERTO RICO SALES TAX FINANCING CORP SALES TAX REVENUE* 4.784 07/01/2058 93.65 8,302,250 0.1%

266,985,157 2.6%

TOTAL INVESTMENT SECURITIES 7,521,511,063 74.0%

APPINC 50,000,000 APPLE INC 1.980 04/28/2020 99.91 49,956,875 0.5%

APPINC 85,000,000 APPLE INC 1.050 05/13/2020 99.87 84,888,933 0.8%

APPINC 75,000,000 APPLE INC 0.930 05/05/2020 99.89 74,919,958 0.7%

APPINC 12,000,000 APPLE INC 0.555 04/08/2020 99.97 11,996,360 0.1%

APPINC 25,000,000 APPLE INC 0.405 04/14/2020 99.94 24,985,826 0.2%

CVXPP 60,000,000 CHEVRON CORP 1.963 04/22/2020 99.89 59,931,400 0.6%

CVXPP 60,000,000 CHEVRON CORP 1.972 05/08/2020 99.79 59,876,667 0.6%

CVXPP 60,000,000 CHEVRON CORP 1.980 05/06/2020 99.81 59,883,333 0.6%

CVXPP 45,000,000 CHEVRON CORP 0.00 04/06/2020 99.98 44,990,563 0.4%

CVXPP 100,000,000 CHEVRON CORP 1.240 04/07/2020 99.97 99,974,833 1.0%

CVXPP 70,000,000 CHEVRON CORP 0.010 04/08/2020 99.97 69,979,447 0.7%

CVXPP 70,000,000 CHEVRON CORP 1.980 04/29/2020 99.92 69,945,556 0.7%

CVXPP 25,000,000 CHEVRON CORP 0.910 04/14/2020 99.96 24,990,792 0.2%

XON 20,000,000 EXXON MOBIL CORP 1.603 05/07/2020 99.80 19,959,000 0.2%

XON 25,000,000 EXXON MOBIL CORP 1.883 05/19/2020 99.73 24,932,667 0.2%

XON 20,000,000 EXXON MOBIL CORP 1.128 04/09/2020 99.97 19,993,022 0.2%

XON 50,000,000 EXXON MOBIL CORP 0.342 04/16/2020 99.93 49,967,292 0.5%

XON 75,000,000 EXXON MOBIL CORP 1.720 05/12/2020 99.81 74,854,792 0.7%

GE 95,000,000 GENERAL ELECTRIC CO 2.320 05/04/2020 99.90 94,908,563 0.9%

GE 60,000,000 GENERAL ELECTRIC CO 0.00 04/02/2020 99.99 59,996,983 0.6%

GE 55,000,000 GENERAL ELECTRIC CO 0.00 04/03/2020 99.99 54,994,469 0.5%

GE 65,000,000 GENERAL ELECTRIC CO 0.645 04/10/2020 99.96 64,971,888 0.6%

GE 40,000,000 GENERAL ELECTRIC CO 1.700 04/13/2020 99.94 39,977,067 0.4%

GE 70,000,000 GENERAL ELECTRIC CO 1.800 04/21/2020 99.93 69,951,389 0.7%

PEPPP 50,000,000 PEPSICO INC 0.200 04/17/2020 99.93 49,965,556 0.5%

PEPPP 62,050,000 PEPSICO INC 0.238 04/20/2020 99.92 61,999,240 0.6%

PEPPP 19,000,000 PEPSICO INC 0.250 04/21/2020 99.91 18,983,744 0.2%

PEPPP 47,000,000 PEPSICO INC 0.350 04/23/2020 99.90 46,955,193 0.5%

PEPPP 75,000,000 PEPSICO INC 0.400 04/24/2020 99.90 74,925,250 0.7%

PEPPP 20,000,000 PEPSICO INC 0.300 04/22/2020 99.91 19,981,800 0.2%

PFEPP 118,550,000 PFIZER INC 1.460 05/14/2020 99.79 118,295,118 1.2%

ROCHOL 30,000,000 ROCHE HOLDINGS INC 0.00 04/01/2020 100.00 30,000,000 0.3%

ROCHOL 50,000,000 ROCHE HOLDINGS INC 0.00 04/06/2020 99.98 49,989,097 0.5%

ROCHOL 90,000,000 ROCHE HOLDINGS INC 0.980 04/09/2020 99.97 89,968,600 0.9%

ROCHOL 30,000,000 ROCHE HOLDINGS INC 0.00 04/03/2020 99.99 29,997,383 0.3%

TOTCCA 23,000,000 TOTAL CAPITAL CANADA LTD* 0.530 04/27/2020 99.86 22,966,778 0.2%

WALTPP 95,000,000 WALT DISNEY COMPANY 0.766 05/01/2020 99.84 94,845,625 0.9%

WALTPP 50,000,000 WALT DISNEY COMPANY 0.570 04/27/2020 99.86 49,929,583 0.5%

2,069,630,641 20.4%

120,000,000 UNITED STATES TREASURY NOTE/BOND 1.500 05/15/2020 100.18 120,213,504 1.2%

140,000,000 UNITED STATES TREASURY NOTE/BOND 1.500 06/15/2020 100.28 140,394,912 1.4%

60,000,000 UNITED STATES TREASURY NOTE/BOND 1.500 04/15/2020 100.05 60,030,108 0.6%

66,000,000 UNITED STATES TREASURY NOTE/BOND 1.125 04/30/2020 100.08 66,054,668 0.6%

100,000,000 UNITED STATES TREASURY NOTE/BOND 2.625 07/31/2020 100.84 100,838,800 1.0%

487,531,992 4.8%

COMMERCIAL PAPER

TOTAL COMMERCIAL PAPER

U.S. GOVERNMENT AND AGENCIES (SHORT-TERM)

TOTAL U.S. GOVERNMENT AND AGENCIES (SHORT-TERM)

TOTAL MUNICIPAL BONDS
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SECURITY COUPON RATE (%) MATURITY DATE MKT PRICE ($) MKT VALUE ($) % OF NET ASSET VALUE

54,202,000 STATE STREET BANK/FICC REPO 0.000 04/01/2020 54,202,000 0.5%

54,202,000 0.5%

CASH & EQUIVALENTS 32,270,097 0.3%

2,643,634,729 26.0%

TOTAL NET ASSETS 10,165,145,793 100.0%

NUMBER OF LONG EQUITY HOLDINGS 57

47

* Indicates foreign security.

TOTAL REPURCHASE AGREEMENTS

TOTAL CASH & EQUIVALENTS

NUMBER OF LONG FIXED INCOME CREDIT HOLDINGS

REPURCHASE AGREEMENTS

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.

The FPA Crescent Fund's ("Fund") holdings data contained herein is subject to change. 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.

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; 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. 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. 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. Convertible securities are generally not investment grade and are subject to greater credit risk than higher-rated investments. High yield securities can be volatile and subject to much higher
instances of default. The Fund may experience increased costs, losses and delays in liquidating underlying securities should the seller of a repurchase agreement declare bankruptcy or default.

The ratings agencies that provide ratings are Standard and Poor’s (“S&P”), Fitch, and Moody’s. Credit ratings range from AAA (highest) to D (lowest). Bonds rated BBB or above are considered investment grade. Credit ratings of BB and below are lower-rated
securities (junk bonds). High-yielding, non-investment grade bonds (junk bonds) involve higher risks than investment grade bonds. Bonds with credit ratings of CCC/Caa or below have high default risk.

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.

The Fund is distributed by UMB Distribution Services, LLC, 235 W. Galena Street, Milwaukee, WI, 53212
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