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Target 3 Ended the Third Quarter at $81.99/share 
         
                   Year to date:    
 
                                     Target 3:                                       -1.83 %   
                                     S&P 500:                                   +19.66% 
                                     Mid-Cap Value Fund avg.:        +24.52%                     
  

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: 
 
So far this year Target 3’s 8 cylinder engine has been hitting on 4 cylinders. Our blue chips and targeted 
therapies/biotechs are performing well. Our investments in smaller companies have not performed. For 
example, Boeing is up 65.1% so far this year and our investment in targeted therapies/biotechs made 
within the last 5 months is up over 15%.  However, our investment in smaller companies has offset 
these gains.  
 
Why Not Invest Only In Blue Chips? 
 
Blue chips are not cheap anymore.  Most of these companies sell in the upper range of their valuations. 
In addition, I believe that the USA’s long term real economic growth rate has moved from 3%-4% 
down to 1%-1.5%.  For these reasons we have migrated to smaller companies that have a much better 
chance of growing in a slow growth economy.  The USA has some structural problems.  One of them is 
our economic growth rate.  Two things drive a country’s growth rate, population growth plus 
productivity growth.  Our population growth is now below 1% and has continued to declined since 
1960 and our productivity growth is also below 1% and has declined since about 1990.  Jeremy 
Grantham was interviewed on Charlie Rose recently and came to the same conclusion.  He said that the 
Federal Reserve is “whipping a donkey”.  One thing I had not thought of was energy prices, something 
that Jeremy noted.  He said that an increase in energy prices boosts our official GDP growth, but, in 
fact, actually has the opposite effect of depressing GDP.  
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Other issues that may depress growth of the stock market are:  1) record profit margins for companies 
that are not likely to get much higher and could decline and 2) record low interest rates that could go 
back up.  In addition, consumers may face higher tax rates and health care costs capping consumer 
spending.  My estimate for the next 5 years average returns in the general stock market is -/+ 5% per 
annum.  I think we can do better with smaller companies that don’t face our country’s structural 
problems.  
 
Targeted Therapies/Biotechnology Investments 
 
At the bottom of our list of investments on the back page is our other investments in targeted therapies. We 
invested in about a dozen companies.  This is in addition to our listed investment in NewLink Genetics.  Most of 
these companies are trying to cure cancer.  In total, these investments are about 8.5% of our assets.  
Chemotherapy has been the main defense against cancer.  The problem with this is it attacks all fast growing 
cells indiscriminately.  The growing science of targeted therapies is taking the fight directly to the cancer cells.  
Target therapies have three different modes:  small molecule therapies, monoclonal antibodies, and vaccines. 
Small molecule therapies are able to penetrate the cancer cell wall and disrupt function.  Monoclonal antibodies, 
are also going directly to receptors on the cancer cells to disrupt function .  Vaccines are stimulating our existing 
immune system to find the hiding cancers.  Here is a list of what the companies are doing that we have invested 
in.  
 
Epigenetics, or the study of turning off and on switches in the genome to control cancer 
Enzymes role in DNA repair deficiencies 
Targeted Antibodies 
Cancer Receptors 
RNA-based therapeutics 
Receptors to control Parkinson’s. 
Inhalable form of insulin 
Small molecule therapies to attack cancer stem cells  
 
Why Invest In These companies? 
 
I believe biotechnology is the next big thing being on the order of magnitude of  the personal computers in the 
80’s, the Internet in the 90’s, and cell phones of the 2000s.  Why now?  Several technologies have coalesced in 
time to afford companies the abilities to advance these technologies:  
 

• Fast and cheap gene sequencing 
• The ability to genetically modify cells and growth them out 
• Our knowledge of the immune system, some of which was gained trying to cure AIDs. 

 
I also expect that in the future the FDA will reduce the time to market for targeted therapies.  This should be 
possible because of greatly reduced side effects.  
 
Spotlight – Mannkind Corp.  
 
One of the companies that we have invested in and since added to is Mannkind Corp. (MNKD).  They are 
working on inhalable insulin. Currently, there is no inhalable insulin on the market.   First, I must note that 
Pfizer spent $2.8 billion on inhalable insulin and failed. Eli Lilly spent hundreds of millions and failed.  So the 
pathway to inhalable insulin has been a treacherous one.  MNKD has successfully completed all phases and is 
currently applying to the FDA for approval.   MNKD has been here before; in 2009 the FDA wanted more  
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data and MNKD had to start another trial which set them back 4 years.  MNKD can now try a second time to get 
FDA approval.   The market for diabetes treatments are growing fairly rapidly.  One reason is that Asians are 
more susceptible to diabetes.  Given the size of this growing market there is plenty of competition. Yet, if 
MNKD has the only inhalable form of insulin that works well and is convenient they should do quite well.  
 
 
What Is Going on In Mongolia? 
 
Our investment in Mongolia is through Mongolian Growth Group, MGG.  MGG owns real estate in the 
heart of the capital of Mongolia.  About a third of the property is retail space along the main streets. The 
rents for these properties will be going up about 50% over the coming 18 months.  Another 2/3s of the 
properties that MGG owns are development properties.  These properties are mostly land and don’t 
receive any rent.  I estimate the value of these properties is going up about 10% a year.  MGG needs to 
build properties on this land to maximize returns.   You can earn 20-25% returns on rent in Mongolia, 
but the drawback is you have to borrow at about the same interest rate that you earn on the property.  
Harris Kupperman, the CEO, is working hard to find ways to finance construction, either through joint 
ventures or other outside financing. If he can find a way to finance building at say 10% in a place where 
rental returns are 20%, he can really make some hay.  
 
On the macro scale, there is politics playing out in the country which is another verse of the same song 
playing out in the USA.  By far, the biggest project in Mongolia is the opening of the Turquoise Hill 
mine.   The Mongolian government owns 34% of the mine.  The mining company, Rio Tinto, owns the 
other 66%. Rio Tinto needs to spend another $6 billion to start construction of phase II which is the 
underground mining operations.   The main concern is that the Government of Mongolia (GOM) can’t 
start getting revenues from the mine until the costs of phase I, the above ground mining operations, is 
recovered by Rio Tinto. The GOM thinks Rio charged too much on the first phase. So there is political 
wrangling and negotiations going on before phase II can start.  
 
 
Nam Tai - China 
 
We made about 10x our money on Nam Tai about 10 years ago.  Recently it looked like the same 
scenario and Nam Tai was set to produce screens for iPhones and iPads.  We got burned this time. Nam 
Tai was too late to the party.   Nam Tai’s advantage is the early stages of new technology when margins 
are high. Nam Tai got in on about the last 6 months of the high margins before everybody else got up to 
speed on the new manufacturing technologies. Once that happens there are just too many companies 
willing to produce these screens for low margins.  The CEO, MK Koo, just refuses to work for low 
margins so this business is going away.  As the margins on this business declined, so did the stock.  
 
Another avenue for optimism about the company has since arisen.  MK Koo’s manufacturing facility is 
fairly close to the heart of Shenzhen, China. The land he purchased there around the mid 80’s has 
rapidly appreciated.  Shenzhen is one of the hottest real estate areas in the world.  MK Koo is looking at 
developing the property.  
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CURRENT HOLDINGS 

   
       Company Exch. Symbol Shares Current Value Percent 

    
Price 

 
of Assets 

________________________________________________________________________________________________________________________ 

       Aspen Technology NAS AZPN 20600 34.55 $711,730.00 5.18% 
Boeing NYSE BA 6500 117.5 $763,750.00 5.56% 
ProShares Ultra Nas Biotech NYSE BIB 1200 130.4 $156,444.00 1.14% 
Berkshire Hathaway NYSE BRKb 8500 113.5 $964,835.00 7.03% 
Dynasil Corp NAS DYSL 270046 0.88 $237,640.48 1.73% 
Energold OTC EGDFF.PK 175000 1.81 $316,750.00 2.31% 
Eastman Chemical Co. NYSE EMN 8670 77.9 $675,393.00 4.92% 
SPDR Gold Shares NYSE GLD 2000 128.2 $256,360.00 1.87% 
Johnson & Johnson NYSE JNJ 12850 86.69 $1,113,966.50 8.11% 
Leucadia NYSE LUK 20000 27.24 $544,800.00 3.97% 
Mongolia Growth Group Ltd. OTC MNGGF.PK 221200 2.33 $515,396.00 3.75% 
Men's Wearhouse NYSE MW 8550 34.05 $291,127.50 2.12% 
Newmont Mining NYSE NEM 5800 28.1 $162,980.00 1.19% 
NewLink Genetics Corp NAS NLNK 26000 18.78 $488,280.00 3.56% 
Nam Tai Electronics NYSE NTE 80813 7.77 $627,917.01 4.57% 
The Pantry, Inc. NAS PTRY 48940 11.08 $542,255.20 3.95% 
Sandridge Energy Inc  NYSE SD 97500 5.86 $571,350.00 4.16% 
Scotts Company NYSE SMG 10100 55.03 $555,803.00 4.05% 
Turquoise Hill Res. LTD NYSE TRQ 45000 4.42 $198,900.00 1.45% 
Unilever NV NYSE UN 22645 37.72 $854,169.40 6.22% 
YUM! Brands Inc. NYSE YUM 32000 71.39 $2,284,480.00 16.63% 
Targeted Therapies  Various Various     $700,138.00 5.10% 

       
 

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

$207,705.01 1.51% 

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

 
$13,534,465.09 

 
 

Accounts Payable………………………………….. -$8,910.00 -0.06% 

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

 
 

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

$13,733,260.10 
 

       
 

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

167497.28806 
 

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

 
 

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

81.99094 
  

The Bottom Line  
 
Washington gridlock will get fixed.  It brings a lot of anxiety to the nation.   Democracy is a messy 
operation, but it’s still the best system we know of.   I follow Mongolia politics, another democracy, 
and some silly things happen there too.  Politics is just background noise.  I am undaunted.  As long as 
capital and human resources move mainly unrestricted to their best uses, this country will continue to 
thrive. “You can always count on Americans to do the right thing—after they’ve tried everything else.” 
–attributed to Winston Churchill. 
    
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 
       



 



      



       
       
       
 
       
       
       

 


