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            FIRST QUARTER 2015 

Target 3 Ended the First Quarter at $86.93/share 
         
                  For the first quarter: 
 
                                     Target 3:                                     4.55 %   
                                     S&P 500:                                    0.94 % 
                                     Mid-Cap Value Fund avg.:         2.57 %                     
  

You may obtain the current share price updated weekly (updated by Sat. 12:00 P.M. CST) from our 
website:  

 
On the Web: ChristensenCapital.net, User: T3investor, Pass: T3investor 

 
Results 
 
Target 3 exceeded the returns of the general stock market (S&P 500 index) averages for the first 
quarter. Please see enclosed Target 3’s annual audit cover letter.  If you would like the full report, 
please contact me and I will email it to you.  
 
The Federal Reserve Experiment – QE, Quantitative Easing  
 
Starting in November of 2008 the US Federal Reserve (Fed) started a program called QE or 
Quantitative Easing.  Normally, I ignore what the Fed is doing.  Yet, QE is such a large experiment that 
I think it is worth writing about. QE is simply the Fed buying long term bonds in the private market and 
exchanging the bonds for cash, i.e. M1 money supply, at the banks.  On the next page is a chart of M1 
(cash in the economy) vs. a smoothed out graph of the size of our economy going back to 1958.  The 
M1 money supply has had an unprecedented increase recently due to QE. Since 2008, the Fed has 
purchased $3.6 trillion in long term bonds and now owns 30% of all mortgages and 25% of all US 
Treasuries. This amounts to roughly 20% of the US economy.  The Fed created the money by writing an 
IOU to itself, i.e. out of thin air.  
 
For the most part, the Fed bought these long term bonds from banks and the banks turned around and 
deposited the cash (again, cash is defined as M1 money supply) with the Fed again at 0.25% interest.  
80% of the money didn’t leave the system. It was just deposited back into the Fed.  I estimate that about 
$700 billion didn’t go back on deposit with the Fed. 
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So in one sense the Fed bought some of the bank’s worse mortgages and just parked them in their 
account.  The Fed is under no obligation to take a loss on these mortgages as far as I can tell.  
 

 
 
 
I call QE an experiment because there is no consensus on the benefits, if any.  It should be noted that all 
this cash stays in the economy.  The only way this new cash can come out is for the Fed to sell these 
bonds back to the banks and take the cash back to cancel the IOU.  Thus, until the Fed takes these 
dollars out of the system there is an extra 20% of the economy looking for a decent return.  
 
It is generally accepted that interest rates are lower now than they would have been. Under that 
scenario, QE has harmed conservative savers and likely boosted both stock prices and housing prices 
artificially.  My experience is that heavy handed government policies in markets always have 
unintended negative consequences eventually.  I am leery of PhD economists in government with linear 
formulas and printing presses.  
 
Adoption Curve  and Mannkind’s New Insulin 
 
Mannkind (MNKD), a stock we own, has gotten their new inhaled insulin, called Afrezza, approved by 
the FDA and has begun selling the product. The very first patients that have tried the product are 
experiencing amazing results. The question is, will this catch on with the general public and the 
healthcare community? If a new product is introduced into an existing established insulin market such 
as this, it has to be materially better than the existing therapies.  There is just too much of a learning 
curve, cost and risk to switching to a new product.  All indications are that Afrezza is a revolutionary 
product.   
   
On the next page is the graph of the adoption curve that Afrezza contends with.   
 
With any new product nothing will happen until innovators (both patients and doctors in this case) are 
willing to try the product and have success with it.  Insulin and diabetes, especially type 1, is serious 
business. Lives are at risk. 
 
 
    CHRISTENSEN CAPITAL, LLC              PG. 2 
 



 

 
 
The doctors and patients on the far left lower corner of the curve are the innovators.  Very few 
innovators are in any population of people, i.e. most people will not risk failure and ridicule for the 
possibility of improvement.  Why should they?  They just wait for the innovators to have success before 
they are willing to try something new.  In the beginning sales are slow. The next group (early adopters) 
like improvements, but they are not willing to try something unless they see the innovators have success 
first. They want some of the risk taken out.  For a product to be successful each succeeding group has to 
see success.  The late majority doesn’t conduct research; they just go with the flow. Afrezza is in the 
hands of innovators that are having great success. However, Afrezza is not yet on the upswing of the 
adoption curve.  On May 7th one of the diabetic innovators, Sam Finta, will be on a live interview to 
reveal his results that are expected to show non-diabetic A1C number.  See a hyperlink on my weekly 
blog or here:  http://www.tudiabetes.org/event/live-interview-with-sam-finta-afrezzauser/ 
 
Mongolian Growth Group 
 
MNGGF, another stock we own, just opened phase one of its shopping mall.  The mall is very close to 
the city center of the capital, Ulan Bator. You can notice, at 4:00 mark in the below video, that vendors 
are using the construction fence and sidewalk as their own makeshift market place. These people are 
industrious. The ave. income for Mongolians is currently $4,000 per year.  I expect incomes will double 
several times in the future.  I will also provide a hyperlink to the below link this week on our blog.  
 
https://youtu.be/plwLBfzEqFQ 
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CURRENT HOLDINGS 

   
       Company Exch. Symbol Shares Current Value Percent 

    
Price 

 
of Assets 

________________________________________________________________________________________________________________________ 

       Aspen Technology NAS AZPN 20600 38.49 $792,894.00 5.85% 
Berkshire Hathaway NYSE BRKb 8500 144.3 $1,226,720.00 9.06% 
Dynasil Corp NAS DYSL 291113 1.35 $393,002.55 2.90% 
Energold OTC EGDFF.PK 175000 0.73 $127,750.00 0.94% 
Eastman Chemical Co. NYSE EMN 8670 69.26 $600,484.20 4.43% 
SPDR Gold Shares NYSE GLD 2000 113.7 $227,320.00 1.68% 
Johnson & Johnson NYSE JNJ 12850 100.6 $1,292,710.00 9.54% 
Leucadia NYSE LUK 20000 22.29 $445,800.00 3.29% 
Maple Leaf Foods, Inc OTC MLFNF 29000 18.4 $533,600.00 3.94% 
Mongolia Growth Group Ltd. OTC MNGGF.PK 530090 0.54 $286,248.60 2.11% 
Newmont Mining NYSE NEM 5800 21.71 $125,918.00 0.93% 
NewLink Genetics Corp NAS NLNK 39000 54.71 $2,133,690.00 15.75% 
Nam Tai Property NYSE NTP 94013 3.97 $373,231.61 2.76% 
Turquoise Hill Res. LTD NYSE TRQ 45000 3.12 $140,400.00 1.04% 
Unilever NV NYSE UN 22645 41.76 $945,655.20 6.98% 
YUM! Brands Inc. NYSE YUM 32000 78.72 $2,519,040.00 18.60% 

       Immunotherapy Holdings Various Various     $1,363,940.00 10.07% 

       
 

Cash............................... 
 

$20,702.33 0.15% 

 
Securities......................... 

 
$13,528,404.16 

 
 

Accounts Payable………………………………….. -$3,900.00 -0.03% 

     
 ---------------------------------- 

 
Net Assets......................... 

 
$13,545,206.49 

 
       
 

Total Shares....................... 
 

155818.9883 
 

     
 ---------------------------------- 

 
Share Price........................ 

 
86.9291 

  
 
 
The Bottom Line  
 
The general stock market has a long list of headwinds that it is facing over the longer term.  Interest 
rates can’t go much lower, valuations are very high, and profit margins are at record levels. It should 
also be noted that labor’s share of the nations profits are at a record low also.  All these conditions have 
a very long history of being mean reverting, i.e. swinging from highs back to normal or below.  It’s the 
very nature of capitalism.  We continue to look for investment that are all-weather and will do well 
regardless of the headwinds.  
 
Thank you for your business. 
                  Regards, 
  
         _____________                                                                                                                                                                                                                                                            
         Jon Christensen 
 
 
 

Your money invested like my own, be assured we’re partners in every investment. 
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