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Target 3 Ended the First Quarter at $91.55/share 
         
                  Q1: Year to Date: 
 
                                     Target 3:         5.41 %                                      
                                     S&P 500:        5.97 %                                
                                     Mid-Cap Value Fund avg.:     5.36%                          
  

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, Pass: T3investor (only a password needed as the 
website has been updated) 

 
Our website, ChristensenCapital.net has been updated with new information. 
 
Results 
 
Most of our holdings performed in line with the stock market. We continue to hold a 7% cash cushion. 
CF Industries, a new holding last fall that rose 30% in Q4, gave some of its gains back as fertilizer 
prices softened in this first quarter.  The stock market continues to be driven by many profitless growth 
stocks.  
  
The Patience Premium – Nearly 20 Years Ownership of YUM! Brands, Inc.  
 
We have owned YUM for nearly 20 years.  The stock has declined four different periods over a 20-year 
time frame with an average of -43% peak to trough. The worst decline of the four major declines was -68%.  
Yet, the stock has outperformed the general stock market (S&P 500) by over 700% or 8x during the nearly 
20 years we have owned it (see graph pg. 3).   
 
The company’s earnings only declined once during the 20 years.  Yet, the stock price had 5 annual declines 
during the same 20-year period.  This is true in general, stock prices are considerably more volatile than the 
underlying businesses. Wall Street is trying to predict the future and sometimes their imaginations run wild. 
YUM is not in a volatile business. It’s not a hi-tech business or in the biotech business. They own KFC, 
Taco Bell and Pizza Hut. They feed people daily.  One would expect the future to be about as predictable as 
any business could be, but in the short run the stock price has been far from it.  
 
 

              CHRISTENSEN CAPITAL, LLC 
           P.O. BOX 111, ANKENY, IA 50021          515-708-5458          Target3@gmail.com 

 
*Copyright @ 2017  By Christensen Capital, LLC, Registered Investment Advisor, all rights reserved.   Target 3 is for investors with a three-year time              
horizon.  Past performance is no guarantee of future returns. 
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Price History, Per Period (Peak to Trough), of YUM Since Our 
First Purchase, 1998 to 2017

 
 
 
Above is a peak to trough chart, per period, i.e. the periods have lasted for more than one year. The periods 
cover the last 20 years of YUM’s stock price.  
 
68% Decline – (1999-2001 period).  Earnings grew the whole period. Wall Street had high expectations 
going into 2000, but sales were soft during this period and the general stock market also declined during the 
recession.  
 
33% Decline - (2002 period). Sales were soft in the USA; KFC in China was just starting to ramp up and 
couldn’t pick up the slack in the USA sales.  
 
41% Decline - (2008 period) This was mostly caused by the financial crisis. Earnings through this whole 
period grew steadily 12-14%.  China had become the growth engine.  
 
31% Decline – (2015 period) Food safety issues were caused by suppliers in China. This was the second 
major food safety issue, the first happened in 2013.  I suspect that the food safety issues were overhyped, 
because the powers in the Chinese government wanted more ownership of the company. This was the 
catalyst for the recent spin-off the Chinese division. Some big Chinese investors received a sweet deal on 
the shares of the Chinese division, i.e. YUM! China, YUMC.  
 
Between these periods of decline the stock increased 3-4X. Each time improving its lead vs the general 
stock market (S&P 500).  Over the long haul, the returns come from the competitive advantage, 
management, market opportunity and a good purchase price.  David Novak was the CEO for much of this 
period. David was top shelf, he focused on the employees and driving the business forward. His sense of 
self-worth was how well the business did, not himself. 
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Even though we paid a good price for the stock, nearly 2 years later, the stock had underperformed the 
general stock market. It took 3.5 years from our initial purchase before the stock was outperforming the 
general stock market consistently. Time is the friend of a good business.  
 

 
 It’s nearly always a bumpy ride owning any stock, but in the end, if we own a good business run by 
admirable people and the earnings grow, the stock price will follow.  In 2004, Target 3’s first analyzed 
YUM dividend was $6,400. Recently, our dividend (pre-spin-off of YUMC) was $65,280.  In the above 
chart, the stock price in the long run will follow the earnings, sometimes the stock price grows faster than 
the earnings and vice versa, but over time they meet up again.  In the short run, the stock price can be much 
more volatile than the earnings of the business. Both the stock price and earnings are more volatile than the 
dividend. 
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Top 5 Holding

Company Exch. Symbol Shares Current Value Percent
Price of Assets

________________________________________________________________________________________________________________________

YUM! Brands  Inc. NYSE YUM 32,000.00  63.90$       2,044,800.06$       10.48%
Berkshire Hathaway NYSE BRKb 8,500.00    166.68$     1,416,779.94$       7.26%
NewLink Genetics  Corp NAS NLNK 58,300.00  24.10$       1,405,030.00$       7.20%
CF Industries  Holdings, Inc. NYSE CF 42,000.00  29.35$       1,232,700.00$       6.32%
Aspen Technology NAS AZPN 20,600.00  58.92$       1,213,751.96$       6.22%

Cas h............................... 1,400,969.07$       7.18%
Other Securi ties ......................... 10,814,362.71$     55.41%
Accounts  Payable………………………………….. (11,059.00)$           -0.06%

 ------------------------
Net As sets ......................... 19,517,334.75$     

Tota l  Shares ....................... 213,193.27            
 -------------------------

Share Price........................ 91.55$                   

Securi ties  & Accounts  Payable....... 18,116,365.68$      
 

Bottom Line  
 
The patience premium, as mentioned in the beginning of the newsletter, is really just a mental frame of 
reference. Investors get paid to ride out the volatility and underperformance of the stock market.   One 
might ask the manager of Target 3 if YUM +YUMC is so good, why isn’t more than 17% of the fund in 
this stock?  The answer is I would probably get fired as a manager too many times for owning more of 
it. The stock underperformed the market materially from 2012 through 2015 when they were having 
food quality issues (mostly overhyped, but it did hurt sales in China).  Investors generally can’t tolerate 
underperformance for that long, which circles back to why the fund is called ‘Target 3”. Investors 
should have a 3-year time horizon with their investments. Three years will catch most periods, but not 
all, of the stock market declines and underperformance.   
 
We thank you for your business. 
                  Regards, 
  
         _____________                                                                                                                
         Jon Christensen 
 
 
 

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

 
                                        CHRISTENSEN CAPITAL, LLC               PG. 4 
 


