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Target 3 Ended the Third Quarter at $83.77/share 
         
                  For the year to date: 
 
                                     Target 3:                                     -3.94%   
                                     S&P 500:                                   +8.21% 
                                     Mid-Cap Value Fund avg.:        +6.53%                     
  

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 
 
Our holdings of large companies have done well.  Over the next 3-5 years there is very little upside left 
in these types of stocks.   Our holdings of smaller companies have not fared well for a considerable 
period.  Since the end of the quarter, i.e. October, the market has declined.  This decline energized my 
view of these smaller companies because many have dropped into the lowest third of their valuations, 
i.e. nearly silly cheap.    
 
The Stock Market 
 
These last few years have been some of the most extreme periods I have ever experienced. Our Federal 
Reserve and Treasury (all world central banks and treasuries for that matter) can perform seemingly 
extreme measures without consequences.  France, for example, has had their government bonds 
downgraded twice and is on negative watch for a third downgrade in 3 years.  This should mean that the 
bonds are riskier and should pay a higher interest rate.  Yet, the yield on the France government bond 
has gone from 3.5% to 1.3% and France’s debt to GDP has gone from 81% to 92%.  There is an air of 
extreme risk tolerance in the world. The extremely low interest rates (both in the USA and abroad) have 
broken down the price discovery mechanism, i.e. when investors gauge both risk and reward of an 
investment.  Investors are chasing yield regardless of risk.  I can’t predict a change in the investment 
environment, but when it comes, due to some event, the change in perception is likely to be swift and 
violent.    
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FDA Approval of Afrezza, MannKind (MNKD) 
 
MNKD, the biopharmaceutical company, recently received approval by the FDA to market their inhaled 
form of insulin called Afrezza.  They also inked a partnership with Sanofi, the 5th largest 
pharmaceutical company in the world, to market their inhaled insulin. 
 
Investors are skeptical about inhaled insulin. There have been too many spectacular failures in an 
attempt to bring inhaled insulin to market over the last 90 years. Nobody, yet, has had a winning 
attempt.   Some fear the possibility of lung damage/cancer that the product might cause.  There have 
been about 10,000 users of inhaled insulin in the FDA trials, so far there has not been any proof there is 
a problem with safety.   
 
Pfizer has gotten the furthest with inhaled insulin.  They received FDA approval, but their product 
failed in the market place.  It cost them $2.8 billion.  
 
Why do I think Afrezza will be a success? 
 
Pfizer solved one problem over the best injected insulin; patients didn’t need a shot. Here is a list of 
problems Afrezza has solved: 
 

• No needles 
• New form of insulin acts 2x as fast as the best insulin, very close to normal pancreas response 
• Doesn’t have to be refrigerated for 10 days, great for people that travel and work outdoors 
• Discreet inhaler, about the size of a whistle (Exubera inhaler looked like a bong) 
• Costs 20-30% less than Exubera, about the same as the best injected insulins of today 
• Possibly less extremely low blood sugar, i.e. less hypos, which is life threatening 
• Takes 5 minutes to train the patient, instead of an hour for Exubera, this is a big issue 
• Possible prevention/slow progression of  the disease 
• Less weight gain 
• Freedom from event/meal planning, just dose when starting to eat, another big issue 
• Reduce or eliminate titration, i.e. slowly increasing or decreasing dosage 
• Reduce or eliminate extensive carbohydrate counting, more so for less brittle diabetics 

 
Size of the Market 
 
There are about 330 million diabetics in the world.  This number is growing 12% per year in many 
places.  In the USA, EU and Japan there about 100 million diabetics and many of these patients have 
access to care.  An estimation of 25% of these 100 million patients could be potential users of Afrezza.   
Based on the enthusiasm of patients that used Afrezza in trials, I expect Afrezza to overcome the fears 
of the health concerns.  One of the Afrezza trial patients said while testifying to the FDA, “this was the 
first time in 12 years I could live in real-time”.  One doctor that only treats pregnant women with 
diabetes was so excited for the health of the babies and mothers in the Afrezza trial that she could 
hardly contain her excitement in front of the FDA panel.   
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YUM! Brands, Inc., Keeps Rolling 
 
YUM!, the owner of KFC, Taco Bell and Pizza Hut, is going to open a KFC for the first time in 
Myanmar (Burma).  I have to admit I didn’t know there are 50 million people in Myanmar.  Currently, 
the consumer class is 2.5 million and expected to reach 19 million by 2030.  Using Google maps I find 
it interesting to zoom in on Shenzhen, China (probably the most modern city in China) and do a search 
for KFC’s.  There is a KFC about every 2000 feet around the beltway of the city. This company is a 
juggernaut.  All indications are they can duplicate this in Myanmar and India and everywhere in 
between.  Chicken is the world’s protein and YUM! has the formula for meeting that demand in far off 
lands.   
 
 
NewLink (NLNK), Ebola Vaccine and Cancer Treatments 
 
Besides cancer treatments, NLNK has an infectious disease division that has an Ebola vaccine.  As of 
now there are no approved vaccines for Ebola.  Currently, there are two vaccines in FDA trials. One is 
NLNK’s and the other one is GlaxoSmithKline’s.  NLNK will have the first phase of testing done by 
December. The second phase of testing is being planned and won’t be completed until the spring of 
2015.  It is conceivable that international authorities would release the vaccine earlier than normal 
considering the devastation in Western Africa. 
 
Since the end of the quarter, NLNK has entered into a technology deal with a large pharmaceutical 
company,  Roche/Genentech.  This was a milestone deal for NLNK. Roche only got one of NLNK’s 
IDO inhibitor therapies and paid $150 million, plus milestone payments of up to $1 billion. This 
confirms what Dr. Link said about a year ago, “we are the world leaders in the IDO pathway inhibitors”.  
IDO is a pathway that cancer uses to hide from the immune system. 
 
 
Mongolia Growth Group (MGG) 
 
MGG owns real estate in the heart of the capitol of Mongolia, Ulan Bator.  MGG needs access to some 
reasonably priced capital.  Bank loans are not a good option because in Mongolia interest rates are 15%.   
MGG’s holdings of  real estate are rising in price, but, since 42% of the holdings are raw land that 
needs development, cash flow is strained.  Rental incomes from their developed properties are not 
enough to pay operating expenses.  So they are land rich, but challenged for cash flow.   The 
government of Mongolia has been stalling on approval of the second phase of the country’s  largest 
mine, which is not helping matters.  The mine is a big chunk of the national economy.  Nonetheless, the 
incomes of Mongolians have had some of the best gains in the world rising from $1,700 per capita to 
$4,100 since 2009.  The vast resources of the country will continue  to come out of the ground and the 
capital, Ulan Bator, and MGG’s real estate will be a big beneficiary.  MGG has hired a new CEO with 
considerable business experience and connections in the real estate world.  He has outlined a forward 
looking business strategy to capture value in Ulan Bator.  I am looking forward to his execution.  
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9/30/2014   

   
    

  
  

  
CURRENT HOLDINGS 

  
       Company Exch. Symbol Shares  Current                                   Value          Percent 

    
   Price 

 
        of Assets 

________________________________________________________________________________________________________________________________ 

       Aspen Technology NAS AZPN 20600 37.72 $777,032.00 5.82% 
Berkshire Hathaway NYSE BRKb 8500 138.1 $1,174,190.00 8.80% 
Dynasil Corp NAS DYSL 270046 1.55 $418,571.30 3.14% 
Energold OTC EGDFF.PK 175000 1.35 $236,250.00 1.77% 
Eastman Chemical Co. NYSE EMN 8670 80.89 $701,316.30 5.26% 
SPDR Gold Shares NYSE GLD 2000 116.2 $232,420.00 1.74% 
Johnson & Johnson NYSE JNJ 12850 106.6 $1,369,681.50 10.27% 
Leucadia NYSE LUK 20000 23.84 $476,800.00 3.57% 
Mongolia Growth Group Ltd. OTC MNGGF.PK 379940 1.83 $695,290.20 5.21% 
Newmont Mining NYSE NEM 5800 23.05 $133,690.00 1.00% 
NewLink Genetics Corp NAS NLNK 39000 21.42 $835,380.00 6.26% 
Nam Tai Property NYSE NTP 80813 6.07 $490,534.91 3.68% 
Scotts Company NYSE SMG 5100 55 $280,500.00 2.10% 
Turquoise Hill Res. LTD NYSE TRQ 45000 3.74 $168,300.00 1.26% 
Unilever NV NYSE UN 22645 39.68 $898,553.60 6.73% 
YUM! Brands Inc. NYSE YUM 32000 71.98 $2,303,360.00 17.26% 

       Immunotherapy Holdings Various Various     $1,110,811.10 8.33% 

       
 

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

$1,047,899.31 7.85% 

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

 
$12,302,680.91 

 
 

Accounts Payable………………………………….. -$8,910.00 -0.07% 

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

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

 
$13,341,670.22 

 
       
 

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

                               159,269.89  
 

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

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

 
                  $                     83.77  

  
 
 
 
The Bottom Line  
 
The stock market has placed very high valuations on both blue chip stocks and social media stocks, 
while discarding many of the value stocks.  The current period looks much like early 2000 when 
anything having to do with the internet received absurd valuations. During that period we continued to 
buy stocks that others didn’t  want, which turned out very well for us.  I think it is likely that over the 
next several years the stocks we are buying now will outperform the glamorous stocks of today, 
possibly by a wide margin.   
 
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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I recall the crash of 1987, the recession of 1990, the Long Term Capital panic of 1998, the tech wreck 
of 2000, and the meltdown of 2008.  These events all had different flavors but the same catalyst, a 
lopsided view of risk.  Stability breeds instability. Steadily investors feel increasing comfortable with 
adding incremental risk. Summed over time incremental risks add up to large risks.  One day, an event 
happens, and investors get a new perspective about their perception of risk…..oh my, housing prices 
can actually go down in price, then all investors invert their perception of risk at the same time.   We 
are investing knowing full well the perception of risk is lopsided currently.    
 


