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            THIRD QUARTER 2015 

Target 3 Ended the Third Quarter at $77.77/share 
         
                  For the year: 
 
                                     Target 3:                                     -6.46%   
                                     S&P 500:                                    -5.36% 
                                     Mid-Cap Value Fund avg.:         -6.02%                     
  

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’s return for the year was similar to the market’s return.  Markets declined in the 3rd quarter 
because of slowing in China, which slowed commodity demand. Emerging markets, whose economies 
run on commodity production, declined the most, emerging markets are down 15% so far this year.  
 
 
Stock Prices Face Long Term Headwinds 
 
 Forecasting the stock market for 1-3 years in advance are only guesses. Longer term predictions of the 
stock market, i.e. 5-7 years and beyond are much more accurate.   If interest rates are low today,  long 
term stock market returns will also likely be low.  The likelihood of low returns isn’t just for the stock 
market, all asset classes will be reduced from normal; farm ground, timber, bonds, etc.  The graph on 
the next page shows that since 1940 interest rates have never been lower.  The most likely return for 
stock prices in the next decade is about 0% before the effects of inflation.   We continue to invest in 
companies that have a shot at overcoming the headwinds of high valuations and low interest rates.  
Thus far, we have not yet been rewarded for this view.  Up to this point the stock market hasn’t shown 
any material signs of stress, it is priced for a perfect future.  
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Below is a graph of 65 years of monthly data.  Each data point is the yield of the 10 year Treasury note 
which corresponds to the next 10 year stock market return. The higher the interest rates are, the higher 
the stock market returns have been over the next 10 years.  The lower the interest rates are, the less 
returns received over the next 10 years. Today the 10 year Treasury bond yields 2%, suggesting the next 
10 year returns in the stock market are likely to be very low to negative before inflation. Notice there is 
a cluster of higher returns at low interest rates on the middle left of the graph. This was due to the very 
low starting valuations of stock prices coming out of the depression.  
 

 
 
Update on Companies  
 
Dynasil (DYSL) -  Peter Sulick, the CEO,  has done a very good job of turning this company around.  
Just this year, Peter has reduced debt by $2 million, reduced the interest rate on the rest of the debt, 
received a new contract for $20 million in revenue, and hired a new CEO for a very promising new 
human tissue sealant technology. Peter is forming a new company around this technology called Xcede 
Technologies. Hopefully, this company will be spun off in the future.   Although the turnaround took 
longer than I thought it would, I expect in the coming quarters DYSL will show much improved results. 
Peter has taken this company from deep trouble to a real and growing business.  My confidence in Peter 
to make hard and good business decisions has continued to grow. We have added to this position.  
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NewLink (NLNK) -   NLNK has a solid lead developing the Ebola vaccine.  So far it looks like a 
knockout punch in controlling Ebola. Early data suggests that you can even have Ebola for a while and 
still survive if vaccinated.   NLNK beat Johnson & Johnson, Glaxo and others in developing the 
vaccine. This won’t be a big business for NLNK.  Governments will have to pay to stock pile the 
vaccine. Yet, it shows how NLNK can execute.   NLNK’s main business is cancer immunotherapy or as 
it is now called IO (or immunotherapy oncology).   NLNK is working with Genentech on an IDO 
inhibitor and is in competition with Incyte and Merck to get their IDO inhibitor through trials and on 
the market.  The cat is out of the bag with treatments against cancer.  In effect, we have crossed over 
into the digital age of biology. We are now controlling individual biological switches on cells to turn 
things on and off.  Cancer has been turning off the immune system; we now know many of its tricks.  
This doesn’t mean we have cancer beat yet, we still have to get these drugs through the FDA and on the 
market. Some, including Bristol Meyers’ Yurvoy, have made it to the market for melanoma. NLNK is 
at the forefront of immunotherapy.  It can’t be known for sure that NLNK has the exact right chemistry 
to get a drug to market, but they have shown to be 10 years ahead of the pack thus far.  
 
NLNK’s stock declined recently with other biotechs stocks; we added more shares.  
 
Mongolia Growth Group (MNGGF) - MNGGF has real estate in the heart of Ulan Bator, the capital of 
Mongolia. The country is sitting on about $1 trillion in natural resources.  The Government of Mongolia 
is in a joint venture partnership with a large mining company developing one of the largest copper and 
gold mines in the world that will materially add to the growth of this country.  The approval of this 
project was stuck in the legislature for 2 years, but is now approved and the $4-$8 billion startup costs 
are getting financed.  The delay in the approval has given other projects a pause, setting back the 
economy.  MNGGF’s stock has gotten materially cheaper. We have purchased more on the prospects 
that this huge country with a small economy will grow for decades to come. 
 
Mannkind (MNKD) – MNKD has a new FDA approved inhaled insulin on the market called Afrezza. 
For some early adopters, Afrezza has had a profound positive effect on their health.  For the Afrezza 
users I am following, their results are better than could have been expected.  The current adoption rate 
among patients has been too slow.  Awareness of Afrezza is still currently low.  MNKD’s marketing 
partner, Sanofi, will need to step up consumer advertising.  
 
Leucadia (LUK) - We have been long term holders of this company.  This company is run by some of 
the smartest guys in the room.  This company can be described as, “we wait for the call”. Meaning 
when another company gets into trouble, they call LUK.  In current times, where we haven’t had a 
recession and interest rates are about zero, few have called. Thus, few care about the shares and it is 
selling well below book value.   When they do call, LUK  can be there with a cash infusion sometimes 
up to $1 billion and can raise additional capital to save a company from bankruptcy.   
 
Maple Leaf Foods (MLFNF) – This is the Hormel of Canada.  This company is towards the end of a 
long term turnaround plan. They have executed the plan very well.  The company is in Canada, thus we 
are subject to exchange rate changes as the US dollar has climbed against the Canadian dollar.  We 
don’t hedge against currencies. Over time we expect exchange rates to have little effect as exchange 
rates rise and fall. 
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CURRENT HOLDINGS 

   
       Company Exch. Symbol Shares Current Value Percent 

    
Price 

 
of Assets 

________________________________________________________________________________________________________________________ 

       Aspen Technology NAS AZPN 20600 37.91 $780,946.00 6.43% 
Berkshire Hathaway NYSE BRKb 8500 130.4 $1,108,399.95 9.13% 
Dynasil Corp NAS DYSL 500025 1.94 $970,048.50 7.99% 
Energold OTC EGDFF.PK 175000 0.47 $82,250.00 0.68% 
Eastman Chemical Co. NYSE EMN 8670 64.72 $561,122.41 4.62% 
SPDR Gold Shares NYSE GLD 2000 106.9 $213,720.00 1.76% 
Johnson & Johnson NYSE JNJ 12850 93.35 $1,199,547.47 9.88% 
Leucadia NYSE LUK 20000 20.26 $405,200.00 3.34% 
Maple Leaf Foods, Inc OTC MLFNF 29000 16.39 $475,309.97 3.92% 
Mongolia Growth Group Ltd. OTC MNGGF.PK 847090 0.35 $296,481.50 2.44% 
Newmont Mining NYSE NEM 5800 16.07 $93,206.00 0.77% 
NewLink Genetics Corp NAS NLNK 41500 35.84 $1,487,360.00 12.25% 
Nam Tai Property NYSE NTP 94013 6.1 $573,479.30 4.72% 
Turquoise Hill Res. LTD NYSE TRQ 45000 2.55 $114,750.00 0.95% 
YUM! Brands Inc. NYSE YUM 32000 79.95 $2,558,399.90 21.08% 

       Immunotherapy Holdings Various Various     $808,438.50 6.66% 

       
 

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

$420,444.25 3.46% 

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

 
$11,728,659.51 

 
 

Accounts Payable………………………………….. -$11,700.00 -0.10% 

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

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

 
$12,137,403.76 

 
       
 

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

156058.900 
 

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

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

 
77.77 

  
The Bottom Line  
 
Fewer and fewer individual stocks are rising, in fact, only 37% of the stocks are in an uptrend.  The 
stock market is being carried upward by fewer and fewer fashionable stocks.  This is starting to look 
like an extreme divergence that will correct one day.  One example, Newmont Mining, a gold mining 
company, i.e. gold has fared poorly over the last several years, sells at 20% discount to book value and 
the company has never been run better. Although not in fashion today, these are the types of companies 
that will produce higher returns going forward.  The current cycle of fashionable stocks leading the way 
has lasted unusually long.  But then again, never in the history of the USA has interest rates been pinned 
at zero by the  Federal Reserve for so long,  which looks more like mischief than sound money policy.  I 
think we will look back on this period and see the unintended consequences of Federal Reserve’s heavy 
handed interventions.    
 
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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