
 
 

Target 3 Fund, LLC* 
 
            SECOND QUARTER 2016 

Target 3 Ended the Second Quarter at $76.67/share 
         
                  For the first quarter: 
 
                                     Target 3:         0.57%                                      
                                     S&P 500:        3.84%                                
                                     Mid-Cap Value Fund avg.:     4.46%                          
  

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 
 
Markets have bobbled between positive and negative returns this year.  So far this year Target 3 has 
been on either side of the market’s returns. 
 
 
 
Christensen Capital & Target 3 Fund, LP Operations 
 
I would like to welcome Jon Paul Smith as a new member of Christensen Capital.  I met Jon Paul at 
Iowa State.  Jon Paul comes to Christensen Capital from Wells Fargo Advisors in Dallas, Texas where 
he currently resides.  I look forward to working with JP. His contact is: 
jps.christensencapital@gmail.com, cell: 214-505-5408 
 
Ed Sheridan, who lives in Iowa City, also works for the firm.  Ed does a lot of the software technology 
and accounting functions for the firm and has worked for the firm formally since 2011.  Ed holds a non-
advisory role at the firm, but is a sharp investor in his own right, and his advice has been a great benefit 
to the firm. His contact is: esheridan@gmail.com, cell: 319-325-9574. 
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For those that would like to read the firms formal organizational brochure filed with regulatory bodies 
visit:(http://www.adviserinfo.sec.gov/). Christensen Capital’s firm number is (CRD#): 117699, or you 
can email me for a link.  
 
Enclosed is the cover letter to Target 3’s 2015 audit; a full copy can be obtained by emailing me.  
 
If you would like online access to your account statement for Target 3 (updated monthly) please email 
me so I can set you up with a password.  In addition, you can check the share price of Target 3 weekly 
at the website listed at the top of pg. 1. You will need the user and password which is also listed. 
 
 
Our Investments 
 

 
 
Generals – 49%. Includes companies like JNJ and YUM! that have a highly defensible competitive 
advantage. These companies have been our best performers over the last several years. They go up like 
clockwork when interest rates go down.  I expect these companies to outperform their peer group, i.e. 
the S&P 500 over the long term. These companies tend to move with the overall market. They are likely 
to underperform our other investments when interest rates go back up or the general market tops out.  
 
Turnarounds – 26%. These companies have some type of a problem that is likely fixable. The theme 
here is the stock price has declined materially due to the problem. Generally, we look to new 
management to solve the problems. JNJ started out as a turnaround in 2010. The stock price has 
doubled and the company is back on track. JNJ is now in the Generals’ camp.  We do not expect 
another surge in the stock price, just steady gains against its peer group. Turnaround stocks have a large 
upside and are somewhat insulated from the general stock market.  
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Gold -  6%.  I am not a gold bug. This investment is mostly an investment in Newmont Mining. It is 
more of an investment in new management that is running the company for free cash flow instead of 
just getting bigger.  Therefore, it could  be placed in Turnarounds, but it also has a flavor of gold so I 
included it separately.  
 
Asset Plays – 10%. These companies are identifiably well below stated book values.  These companies 
are the least susceptible to moves in the general stock market.  Some type of catalyst is needed to 
change the perception.  For example, our investment in Mongolian Growth:  recently its Democratic 
Party (DP) lost badly to the Mongolian Peoples’ Party or MPP.  The last two times the DP was in 
charge the country’s growth rate was materially reduced.  The MPP is the mining party and the 
country’s growth rate has done very well under the leadership of the MPP.  The Mongolian stock 
market shot up 24% on the election win of the MPP.  In addition, $6b will soon be put to work 
developing the second phase of the very large copper mine in the country.  
 
Development – 4%. We have materially reduced our positions in development companies.  We have an 
investment in one company, NewLink Genetics in Ames.  NewLink has beaten every competitor to lead 
the way with an Ebola vaccine. It is very likely they will be funded to tackle Zika also.  Their cancer 
vaccine recently failed at trial. Their second cancer therapy, an IDO inhibitor, looks promising. They 
are in a race with their partner Roche against Merck and Bristol Meyer.  The CEO, Dr. Link, has said 
they are the world leaders in IDO inhibitors. We shall see. 
 
Cash -  5%.  We are constantly evaluating and seeking additional investments in turnaround companies.  
 
Development Companies - These companies have huge upsides, that’s the allure. I am also fascinated 
with new science. After investing in a few of these, I don’t believe that any amount of investigation and 
analysis can produce consistent returns. These companies have to pass through too many gates and 
require adding skill sets that they didn’t start out with. Because they are development companies they 
are burning cash like crazy. One small error and the current investors are diluted, usually in a big way.  
The gates they have to pass through are: protecting their idea, commercializing the idea, marketing and 
the adoption curve.  Even if they are perfect on the first 3 things, there is absolutely no way to predict 
the adoption curve. Once the company gets to the adoption curve, most of the money is spent and they 
are burning cash at the maximum rates.  One slight miscalculation estimating (guessing) at the adoption 
curve leads to dilution at best and many times the failure of the company.  
 
Stock Market Forecasts -  The only forecast that has any reliability is a long term forecast based on 
valuations.  Any forecast made about the next several years is purely a guess and has no reliability 
whatsoever. I see proclamations about what the stock market is going to do and why daily, it’s pure 
folly.  Ignore.  Case in point was the so-called Brexit, i.e. Britain leaving the EU. Forecasts of the 
impending demise of Britain or the EU where a hazard to your financial health.   As Warren Buffett 
says, “stock prices can do anything anytime”.  This is why our focus is on the analysis of the quality of 
management, the competitive advantage, the price we pay and a catalyst. Collectively, this is the margin 
of safety against the short term uncertainly of markets. Our 5-7 year forecast is: low interest rates 
foreshadow low returns on all asset classes.  
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6/30/2016  
 

CURRENT HOLDINGS

Company Exch. Symbol Shares Current Value Percent
Price of Assets

__________________________________________________________________________________________

Berkshire Hathaway NYSE BRKb 8500 144.79 1,230,714.94$    8.20%
Johnson & Johnson NYSE JNJ 9850 121.3 1,194,805.03$    7.96%
YUM! Brands Inc. NYSE YUM 32000 82.92 2,653,439.94$    17.68%

Other Holdings 9,156,785.16$    61.03%

Cash............................... 777,407.99$        5.18%
Securities......................... 14,235,745.07$  
Accounts Payable………………………………….. (8,469.00)$           -0.06%

 --------------------
Net Assets......................... 15,004,684.06$  

Total Shares....................... 195,704.0736     

Share Price........................ 76.67$                  

 
Current holdings listed individually include any investment over $1 million.  
 
 Bottom Line  
 
A review of where we have been successful and where we have come up short leads to only one 
conclusion.  All of our gains have come from investment in companies that are currently out of favor 
with the investment community.  We are up well over 1000% on our first investment in YUM!.  When 
we first invested, the investment community was thoroughly pessimistic about the future of this 
company.  Value investing with catalyst is currently out of favor. Why bother, just buy the blue chips 
and when interest rates go down, they go up.  However, interest rates are very low, which is not to say 
they can’t go negative but we are not betting on it.  Value investing has worked long term and will 
continue to work long term.  
 
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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