
 

                                                                                                                                                                                           

 

 

 

 

You should consider the Fund’s investment objectives, risks, and charges and expenses carefully before you 

invest. The Prospectus details the Fund's objective and policies, sales charges, and other matters of interest 

to the prospective investor. Please read this Prospectus carefully before investing. The Prospectus may be 

obtained by visiting the website at www.fpafunds.com, by email at crm@fpafunds.com, toll-free by calling 1-

800-982-4372 or by contacting the Fund in writing.  

 

Average Annual Total Returns 

As of December 31, 2014 

 

Fund/Index      QTR  YTD 1 Year   3 Years** 5 Years** 10 Years**  Since Inception** 
 
       FPA Crescent 2.51 % 6.64 % 6.64 % 12.79 % 10.61 % 8.44 % 11.00 % 

 
       S&P 500 4.93 % 13.69 % 13.69 % 20.41 % 15.45 % 7.67 % 9.38 % 

 
       CPI -0.62 % 0.67 % 0.67 % 1.31 % 1.67 % 2.11 % 2.31 % 

 
       60% S&P500/40% BC Agg 3.67 % 10.62 % 10.62 % 13.12 % 11.18 % 6.77 % 8.23 % 

 
       60% R2500/40% BC Gov/Credit 4.78 % 6.82 % 6.82 % 12.99 % 11.97 % 7.57 % 9.23 % 

 

** Annualized. A redemption fee of 2.00% will be imposed on redemptions of shares within 90 days. Expense ratio as 
of most recent prospectus is 1.23%.  

Past performance is no guarantee of future results and current performance may be higher or lower than the 

performance shown. This data represents past performance and investors should understand that 

investment returns and principal values fluctuate, so that when you redeem your investment it may be worth 

more or less than its original cost. Current month-end performance data may be obtained by calling toll-free, 

1-800-982-4372.  

The Fund commenced investment operations on June 2, 1993. The performance shown for periods prior to March 1, 

1996 reflects the historical performance of a predecessor fund. FPA assumed control of the predecessor fund on 

March 1, 1996. The FPA Crescent Fund's objectives, policies, guidelines and restrictions are, in all material respects, 

equivalent to those of the predecessor fund. 
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Dear Shareholders: 

The FPA Crescent Fund increased 2.51% in the fourth quarter and gained 6.64% for the year.  The S&P 
500 returned 4.93% and 13.69% in the same periods, respectively.  The average stock in the Russell 
3000, however, increased just 5.45% for the year.   

Investors, at the moment, are in love with America and the S&P 500.  Of course, one region is almost 
always outshining another and the U.S. had its star turn last year.  Since Crescent takes its quest for 
value overseas too, it’s important to note that other regions didn’t fare so well.  The MSCI EAFE index, a 
widely used benchmark of stock performance outside the U.S., declined 4.90% for the year.  We’re happy 
to report that our foreign investments overall ended the year in the black.   

We wish we had made more money for our investors (ourselves included) but it’s not in our DNA to 
commit capital when the potential profit doesn’t adequately outweigh the prospects for loss.  This was the 
case last year, which explains our 54.3% average risk exposure.  This doesn’t mean companies that 
aren’t particularly cheap can’t increase in value.  They can and do, particularly in a world awash with easy 
capital.  We might flip a coin ten times and get tails every time, but that doesn’t mean we should bet on 
that.  On the other hand, since it is our own calculation of risk and reward that dictates our action, there’s 
always the possibility we could be wrong, i.e., that stocks continue to rise faster than their earnings and 
central bank action lacks any consequence.  There are times when we are focused on making money and 
there are times when we place more weight on protecting capital.  This time, it’s the latter. 

In Q4, businesses perceived to be of the highest quality performed the best, a pattern consistent with the 
prior three quarters.  The Fund’s top five winners, listed below, added 2.26% to its return and reflected a 
continued flight to quality.  The exception was Naspers which as we discussed in our prior letter, is a stub 
trade offset by a short in Tencent.  Please refer to the 2014 Q3 letter for more detail.   

The losers detracted 0.99% from Crescent’s return in the quarter.  The decline in energy and commodity 
prices was the biggest driver of this negative mark.  Noteworthy too, is that four of the five losers have a 
foreign domicile. 

 

Winners  Losers 

CVS Health    Orkla 

Oracle     Occidental Petroleum 

Covidien    Canadian Natural Resources 

Naspers    Sberbank (various issues) 

Express Scripts     Gazprom  

 

Investments 

Winter is here and with the FIS Alpine Ski World Cup season underway, skiing struck us as a good 
metaphor for the markets given the treacherous terrain value investors are trying to navigate these days.  
Competitors ski different mountains in varying conditions over the course of the season and many runs 
are far from ideal.  On some days, you ski in a blizzard not seeing more than a few feet in front of you.  
On others, it’s icy and you find yourself sliding down the slope on your back.  And then there are the days 
when the sun has turned the mountainside into slush.  There isn’t an athlete in the world that fares well in 
all conditions and even the best of them have their bad days.  But, over the course of a season, the great 
skiers overcome the downturns and prevail.  If one were to look at a full economic/market cycle as a 
season, then investing can be viewed through the same goggles. It’s been rough weather for some time 
for deep-value investors, particularly skeptical ones like us.  Nevertheless, we take comfort in knowing our 
process is strong and that over a full-market cycle, we believe will prevail as we have in preceding cycles.  
In fact, during the two years in which Bode Miller won the World Cup Championship, he actually only 

FPA Crescent Fund 

Fourth Quarter 2014 Commentary 

1



 

 

 

reached the podium 25 times out of a potential 360 slots, suggesting that it is difficult to judge skiers (and 
value managers) solely on short-term performance.

1
  

Given the market’s run, you may wonder if we were wrong to have not been more fully invested.  You 
would have been much better off investing in an index fund rather than with an active manager, 
particularly one with our conservative bent.  In fact, 2014 was the worst year for active managers since 
1997.  Part of the reason just 14% of managers outperformed the market is that there was little breadth.

2
  

Large-cap stocks dominated. Apple alone, the largest market cap company, rose 40% and added 1.3% to 
the S&P 500’s return However, the average stock didn’t fare nearly as well, returning more than eight 
percentage points less than the S&P 500.

3
  The narrow breadth didn’t break any records but it was 

reminiscent of 1999 when the S&P 500 was up 21.04% and yet more than half the stocks in the major 
indices declined in price.

4,5
 

Below, we posted a few charts to paint a picture of the challenging environment value investors are 
enduring.

6
  With data pulled from NYSE-listed companies, one can see a snapshot that’s anathema to our 

crowd.  The median NYSE Price/Earnings ratio (P/E) is now more than 20x, a post-WWII high.
7
  The 

median Price/Cash Flow is also at a high, while the median Price/Book is “just” at its third highest but not 
far off of its peak.  Since the dataset is as of June 30 each year, those ratios were only higher at year-end 
2014.  The fourth chart shows that the historic difference between high and low P/Es (the 1

st
 and 5

th
 

quintile) is low.  As pointed out by Jim Paulsen at Wells Capital, “during widespread valuation extremes 
(e.g., 1962, 1969, and today), P/E multiple dispersion tends to be relatively low.”

8
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1 Mr. Miller won the World Championship in 2005 and 2008.  A podium finish is 1

st
, 2

nd
, or 3

rd
. 

2
 Morningstar   

3
 As mentioned in first paragraph, the 2014 unweighted return of the Russell 3000 was 5.45%.  Morningstar 

4
 Morningstar 

5
 Bebar, Jill, (1999). Wall St.’s record century, http://money.cnn.com/1999/12/31/markets/markets_newyork/index.htm 

6
 Economic and Market Perspective.  Wells Capital Management.  James W. Paulsen.  January 8, 2015. 

7
 Price-to earnings, or P/E  is the price of a stock divided by its earnings per share. 

8
Economic and Market Perspective.  Wells Capital Management.  James W. Paulsen.  January 8, 2015. 
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And here’s one last look at valuation.  It’s now 50% pricier to buy the market for the average person than 
it was just a few years ago.  The chart below shows how many hours someone must work to buy even 
one share of the SPDR S&P 500 ETF.

9
  U.S. stock ownership stands at 48%, a record low, so it’s no 

wonder quantitative easing has had a greater impact on Wall Street than it has on Main Street.
10

   

 

Number of hours of work required for people in the U.S. to buy 
one unit of the SPDR S&P 500 ETF (based on median earnings) 

 

 

When we aren’t actively accumulating positions, we are still putting in long hours educating ourselves as 
to the merits of various businesses.  Inactivity can be challenging for both the portfolio manager and the 
client.   

As famed investor Charlie Munger recently explained, “Part of the reason we have a decent record is we 
pick things that are easy.  Other people think they’re so smart that they can take on things that are really 
difficult.  That proves to be more dangerous.  You have to be shrewd and you have to be patient.  You 
have to wait until something comes along which, at the price you’re paying, is easy.  That’s contrary to 

                                                 
9
 BLS (The chart assumes people work 5 days/week, 8 hr/day) 

10
 Gallup.  http://www.gallup.com/poll/162353/stock-ownership-stays-record-low.aspx 

3



 

 

 

human nature, too.  Just to sit there all day doing nothing but waiting….  For an ordinary person, can you 
imagine just sitting there for five years doing nothing?  It’s so contrary to human nature.  You don’t feel 
active.  You don’t feel useful, so you do something stupid.”

11
  In short, our money is invested alongside 

yours so we’re willing to look stupid for a time rather than act stupidly.   

Rather than letting the market and its price fluctuations drive us, we steer a process that will hopefully 
allow equity-like rates of return over time while avoiding permanent impairments of capital.  We do this by 
seeking knowledge.  As American inventor and businessman Charles Kettering once said, “There is a 
great difference between knowing and understanding: You can know a lot about something and not really 
understand it.”

12
 It’s easy to know a lot of facts about a business but we really seek an understanding of 

the metrics that will determine a company’s success or failure.  We firmly believe that if we understand a 
business first and then invest when its price becomes attractive, we will perform well over time. 

 

UTX 

UTX is an example of such a business.  As part of our research process, we look at a number of 
companies and industries each year.  As you can tell from the fund’s relatively low turnover, most of that 
research does not result in a purchase or sale.  We regularly nix potential investments because we find 
them too expensive or too difficult to understand.  When we pass on investments solely due to valuation, 
we are left with “on deck” opportunities.  These are companies that the group has thoroughly researched 
but decided that the price wasn’t attractive enough to warrant purchase.  We keep track of these 
companies and patiently wait for the day when they become available at a price that represents good, 
long-term value.  UTX was one such opportunity that presented itself during the short-lived market dip last 
October.  

UTX is an industrial conglomerate with leading positions in aerospace systems, aerospace engines (Pratt 
& Whitney), helicopters (Sikorsky), elevators (Otis), climate control (Carrier) and fire/security systems.  
Each division is a leader in its respective field and features important long-term competitive advantages.    
UTX generates roughly 50% of its profits from aerospace and 50% from commercial buildings. The 
strength of the operating businesses has allowed UTX to earn an average return on invested capital in 
the mid 20’s through the recent economic cycle (i.e., the last 6 years). 

Based on our estimate, UTX was available at an owner’s yield of approximately 7% so we established a 
position.  The company’s current valuation presented a reasonable entry price to a wonderful collection of 
businesses.  What’s more, we think earnings will grow faster than GDP and we anticipate company 
executives will prudently manage capital over the long-term.   

We hope to hold businesses like UTX for a long time and welcome the chance to add to our position at 
lower prices.  

 

High Yield 

Oil has declined by more than half in the last year.  With energy companies representing 14%-15% of the 
high-yield bond index, it shouldn’t come as a surprise that we are beginning to troll the energy sector.  We 
have a few prospective investments on the table but have only pulled the trigger on one thus far.  We’d 
like to be assured of a return of our capital without having to make too large a wager on the price of oil.  
Should oil prices remain low for some period of time, we expect additional opportunities to increase our 
investments.  Our chosen path is littered with the bonds of the forced seller, which is how we ended up 
with large exposure to the debt of finance companies in 2008/9.  The bonds of oil-related businesses 
have yet to reach prices that offer the best combination of yield and collateralization and a significant 
margin of safety given conservative expectations for the price of oil. 

 

 

 

                                                 
11

 Daily Journal Corp. annual meeting September 10, 2014. 
12

 Marc Faber Doom Boom Gloom Report, March 2012 
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Economy 

The economy got an immediate shot in the arm from falling oil prices.  The average American household 
spent almost $3,000 in 2013 at the pumps so the dramatic decline in oil prices has created annual 
savings of about $1,000. That money is now finding its way to Wal-Mart and similar stores rather than 
being swallowed in the tank to get to them.

13
  This affects the economy the same as a tax cut, resulting in 

about a trillion dollar benefit. 

There will, of course, be intermediate-term ramifications as many energy companies cut capital spending 
jobs in the field and, in turn, suppliers are forced to make their own cuts.  Some sovereign nations, from 
Nigeria to Venezuela, will get slammed and America itself is not immune. The Manhattan Institute 
reported in a 2014 study that “in recent years, America’s oil and gas boom has added $300-$400 billion 
annually to the economy – without this contribution, GDP growth would have been negative.”

14
  We can’t 

say for sure but the slowing effect of a weak oil and gas industry may just be starting. Only time will tell if 
the fall in the price of oil is temporary or permanent.   

Low oil prices push inflation lower, with certain developed economies already experiencing deflation.  
This, in turn, takes pressure off of central banks to raise interest rates, giving them more latitude to keep 
their foot on the gas.  Since the U.S., Japan and now Europe either don’t have the balance sheets or the 
necessary structure to engage in fiscal policy, aggressive monetary policy has been the default result.

15
  

Not enough time has passed to know the ultimate outcome of the unprecedented quantitative easing of 
the Fed, the BOJ and now the ECB.

16
  Nevertheless, we fear the medicine more than the disease and 

worry about what all of this means, at some point in the future, for the health of the world economy.  We 
espouse less of a view but do admit to having a pit in our stomach. 

Along those lines, it’s surprising - with the price of oil down 55% in just a few months - that there haven’t 
been any significant losses reported at financial and/or trading institutions.  Given the natural hedging of 
utilities, airlines, E&P companies and others, it’s remarkable that we haven’t seen the headlines of parties 
on the other side of those transactions reporting significant losses.

17
  

 

Conclusion 

Not only is the stock market at a new high but so is the dollar and that’s despite continued low interest 
rates.  It does beg the question: Are stocks in developed economies only as good as their respective 
central banks allow them to be?  At some point, the market intervention will end, hopefully plying us with 
opportunity, but we are careful for what we wish for. 

We are investors who have had the good fortune of like-minded people like you placing their hard-earned 
money alongside ours.  We hesitate to call that a profession as investing is something we enjoy doing. 
Frankly, we would do it anyway if we were out on our own.  That’s why we look more at how we perform 
over 5, 10 or 20+ years and we don’t particularly worry about what happens over the near-term.  Right 
now, we continue to feel like it is summer in the Rockies and we’re looking at the slopes hoping for snow. 

Respectfully submitted,  

 

Steven Romick 

President 

January 26, 2015 
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 U.S. Energy Information Administration.  http://www.eia.gov/todayinenergy/detail.cfm?id=9831 
14

 http://www.manhattan-institute.org/html/pgi_04.htm#.VL7Nlk0tHGh 
15

 By lack of structure, we refer to the fact that although monetary policy is the domain of a central authority (ECB), fiscal policy is 
conducted in separately in each country. 
16

 BOJ = Bank of Japan; ECB = European Central Bank 
17

 E&P = Exploration and Production 
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CUSIP/SEDOL TICKER SHARES SECURITY MKT PRICE ($) MKT VALUE ($) COUPON RATE

MATURITY 

DATE

% OF NET 

ASSET 

VALUE

INVESTMENT SECURITIES:

013817101 AA 19,175,000           ALCOA INC. 15.79           302,773,250.00 1.52%

017175100 Y 269,435                 ALLEGHANY CORPORATION 463.50        124,883,122.50 0.62%

026874784 AIG 7,540,000             AMERICAN INTERNATIONAL GROUP, INC. 56.01           422,315,400.00 2.11%

032654105 ADI 3,522,000             ANALOG DEVICES, INC. 55.52           195,541,440.00 0.98%

03524A108 BUD 1,990,000             ANHEUSER-BUSCH INBEV SA/NV - ADR * 112.32        223,516,800.00 1.12%

37389103 AON 6,430,000             AON* 94.83           609,756,900.00 3.05%

013417504 ARRS 5,589,000             ARRIS GROUP, INC. 30.19           168,731,910.00 0.84%

009873597 BAC 10,781,800           BANK OF AMERICA CORPORATION 17.89           192,886,402.00 0.97%

BENN A 511,472                 BENNU OIL & GAS SERIES A 36.75           18,796,599.31 0.09%

BENN B 72,957                   BENNU OIL & GAS SERIES A -               -                                        0.00%

136385101 CNQ 5,280,000             CANADIAN NATURAL RESOURCES LIMITED * 30.88           163,046,400.00 0.82%

DK0010181759 CARLB_DC 2,330,569             CARLSBERG A/S - B * 77.80           181,310,577.32 0.91%

17275R102 CSCO 13,330,600           CISCO SYSTEMS 27.82           370,857,292.00 1.86%

125581801 CIT 2,697,700             CIT GROUP 47.83           129,030,991.00 0.65%

172967424 C 6,785,000             CITIGROUP 54.11           367,136,350.00 1.84%

G2554F105 COV 4,651,129             COVIDIEN PLC * 102.28        475,717,474.12 2.38%

126650100 CVS 6,220,000             CVS CAREMARK 96.31           599,048,200.00 3.00%

368287207 OGZD_LI 12,676,800           GAZPROM OAO - ADR * 4.65             58,947,120.00 0.29%

B1VXKN7 GENM_MK 67,555,200           GENTING MALAYSIA BERHAD * 1.16             78,620,741.76 0.39%
38259P508 GOOGL 220,014                 GOOGLE INC. - Class A 530.66        116,752,629.24 0.58%
38259P706 GOOG 220,014                 GOOGLE INC. - Class C 526.40        115,815,369.60 0.58%

7097328BE GBLB_BB 2,358,735             GROUPE BRUXELLES LAMBERT S.A. * 85.61           201,925,406.51 1.01%

5002465DE HEN_GR 1,061,150             HENKEL AG & CO. KGAA * 97.33           103,284,276.26 0.52%

458140100 INTC 2,730,000             INTEL CORPORATION 36.29           99,071,700.00 0.51%

009978810 IPG 8,974,000             INTERPUBLIC GROUP OF COMPANIES 20.77           186,389,980.00 0.93%

6472119 JM_SP 564,700                 JARDINE MATHESON HOLDINGS LTD. * 60.95           34,418,465.00 0.17%

6472960 JS_SP 1,951,900             JARDINE STRATEGIC HOLDINGS LIMITED * 34.20           66,754,980.00 0.33%

481165108 JOY 3,017,400             JOY GLOBAL INC. 46.52           140,369,448.00 0.70%

677862104 LKOD_LI 1,453,600             LUKOIL OAO - ADR * 39.80           57,853,280.00 0.29%

0575809 MGGT_LN 29,396,901           MEGGITT PLC * 8.09             237,779,773.43 1.19%

594918104 MSFT 12,561,100           MICROSOFT 46.45           583,463,095.00 2.92%

46626D108 MNOD_LI 3,289,684             MMC NORILSK NICKEL OJSC - ADR * 14.22           46,779,306.48 0.23%

6622691 NPN_SJ 3,001,708             NASPERS LIMITED - N SHARES * 130.99        393,189,828.70 1.97%

B11HK39 NHY_NO 8,397,350             NORSK HYDRO ASA * 5.70             47,883,369.17 0.24%

674599105 OXY 3,099,300             OCCIDENTAL PETROLEUM 80.61           249,834,573.00 1.25%

68389X105 ORCL 17,208,000           ORACLE CORPORATION 44.97           773,843,760.00 3.87%

B1VQF42 ORK_NO 23,328,978           ORKLA ASA 6.87             160,326,068.41 0.80%

OTHER 940,157,171.50 4.70%

690768403 OI 6,284,400             OWENS-ILLINOIS 26.99           169,615,956.00 0.85%

747525103 QCOM 1,836,000             QUALCOMM INCORPORATED 74.33           136,469,880.00 0.68%

67812M207 ROSN_LI 5,705,000             ROSNEFT OIL COMPANY - REG S GDR * 3.51             20,024,550.00 0.10%

1,146,250 SOUND HOLDINGS FP* 36.44 41,772,215.63 0.21%

B5BHR47 SNGSP_RM 39,282,200 SURGUTNEFTEGAS - PREFERENCE * 0.49 19,075,436.32 0.10%

H84989104 TEL 6,239,400             TE CONNECTIVTY 63.25           394,642,050.00 1.97%

883556102 TMO 3,381,300             THERMO FISHER SCIENTIFIC INC. 125.29        423,643,077.00 2.12%
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CUSIP/SEDOL TICKER SHARES SECURITY MKT PRICE ($) MKT VALUE ($) COUPON RATE

MATURITY 

DATE

% OF NET 
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FPA Crescent Fund 

Portfolio Holdings 
12/31/14 

B12T3J1 UNA_NA 4,300,000             UNILEVER N.V. * 39.49           169,825,920.00 0.85%

92857W209 VOD 2,870,999             VODAFONE GROUP PLC-SP ADR * 34.17           98,102,035.83 0.49%

931422109 WAG 2,175,000             WALGREEN 76.20           165,735,000.00 0.83%

B3DMTY0 WPP_LN 10,134,960           WPP PLC* 20.96           212,447,004.53 1.06%

TOTAL COMMON STOCK (LONG): 11,090,162,575.61 55.49%

07317Q105 BTE_CN (113,532)               BAYTEX ENERGY CORP.* 16.63           (1,887,480.85)                     -0.01%

20825C104 COP (301,000)               CONOCOPHILLIPS 69.06           (20,787,060.00)                  -0.10%

22576C101 CPG_CN (150,000)               CRESCENT POINT ENERGY CORP.* 23.16           (3,473,460.00)                     -0.02%

OTHER (365,389,755.80) -1.83%

709102107 PEI (600,000)               PENNSYLVANIA REAL ESTATE INVESTMENT TRUST 23.46           (14,076,000.00)                  -0.07%

71714F104 PMC (320,700)               PHARMERICA 20.71           (6,641,697.00)                     -0.03%

724479100 PBI (401,000)               PITNEY BOWES INC. 24.37           (9,772,370.00)                     -0.05%

81369Y506 XLE (737,800)               SELECT SECTOR SPDR TR SBI INT-ENERGY 79.16           (58,404,248.00)                  -0.29%

78464A730 XOP (322,300)               SPDR S&P OIL & GAS EXPLORATION & PRODUCTION ETF 47.86           (15,425,278.00)                  -0.08%

BMMV2K8 700_HK (23,869,500)         TENCENT HOLDINGS LIMITED * 14.51           (346,286,771.25)                -1.73%

92276F100 VTR (61,800)                 VENTAS 71.70           (4,431,060.00)                     -0.02%

TOTAL COMMON STOCK (SHORT): (846,575,180.90)                -4.23%

57,712,410 ENDEAVOR REGIONAL BANK OPPORTUNITIES FUND, L.P. 121.08 69,875,646.98                    0.35%

35,000,000 U.S. FARMING REALTY TRUST I, L.P. 118.29 41,400,730.00                    0.21%

10,090,046 U.S. FARMING REALTY TRUST II, L.P. 102.84 10,376,885.83                    0.05%

TOTAL LIMITED PARTNERSHIPS: 121,653,262.81                 0.61%

252,000,000 SGD CURR 05/04/15 (252M SGD @ 1.25544) 0.07             10,480,326.51                    0.05%
118,300,000 EUR CURRENCY 03/23/15 (118.3M EUR @ 1.2254) 0.02             1,821,820.00                      0.01%
194,350,000 JPY PUT 03/24/22 95.00 (194.35M JPY @ $0.07525) 0.14             27,885,338.00                    0.14%

TOTAL DERIVATIVES/FUTURES: 40,187,484.51                   0.20%

TOTAL OTHER SECURITIES 161,840,747.32                 0.81%

00208SAU2 13,739,699 ATP OIL & GAS CORPORATION DIP TERM LOAN 1.00             137,396.99                         3/1/2014 0.00%

02635PTG8 5,216,000 SPRINGLEAF FINANCIAL SERVICES 103.00        5,372,480.00                      5.7500 9/15/2016 0.03%

02635PTQ6 8,980,000 SPRINGLEAF FINANCIAL SERVICES 106.50        9,563,700.00                      6.5000 9/15/2017 0.05%

85171RAA2 15,366,000 SPRINGLEAF FINANCIAL SERVICES 107.00        16,441,620.00                    6.9000 12/15/2017 0.08%

45031UAT8 6,930,000 ISTAR FINANCIAL INC. 101.00        6,999,300.00                      6.0500 4/15/2015 0.04%

45031UAW1 18,836,000 ISTAR FINANCIAL INC. 102.87        19,376,593.20                    5.8750 3/15/2016 0.10%

45031UBD2 4,964,000 ISTAR FINANCIAL INC. 103.00        5,112,920.00                      5.8500 3/15/2017 0.03%

812350AE6 79,149,000 SEARS HOLDINGS CORPORATION 92.00           72,817,080.00                    6.6250 10/15/2018 0.36%

11,273,794 RELP-1 100.00        11,273,793.89                    12.0000 4/17/2016 0.06%

13,509,747 RELP-2 100.00        13,509,747.47                    9.0000 10/18/2015 0.07%

12,550,669 RELP-3 100.00        12,550,668.56                    9.7500 6/19/2015 0.06%

4,189,885 RELP-4 100.00        4,189,884.65                      9.0000 12/19/2015 0.02%

4,817,329 RELP-5 100.00        4,817,329.18                      9.5000 6/30/2016 0.02%

20,753,790 RELP-6 100.00        20,753,790.23                    9.5000 8/19/2016 0.10%

2,554,283 RELP-7 100.00        2,554,282.74                      11.2500 7/7/2017 0.01%

4,168,812 RELP-8 100.00        4,168,811.96                      10.0000 10/20/2017 0.02%

4,298,579 RELP-10 100.00        4,298,578.97                      9.5000 11/21/2017 0.02%

69,175,000 SHIP LOAN PARTICIPATION (NORTHERN SHIPPING) 100.00        69,175,000.00                    7.8000 12/24/2019 0.35%

TOTAL CORPORATE BONDS & NOTES: 283,112,977.84                 1.42%
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340780AA3 411,331 FLORIDA MORTGAGE RESOLUTION TRUST SERIES 2012-4A 36.79           151,327.62                         5/15/2050 0.00%

854864AA3 3,417,084 STANWICH MORTGAGE LOAN TRUST SERIES 2009-2 44.72           1,528,119.85                      2/15/2049 0.01%

85486AAA9 2,559,216 STANWICH MORTGAGE LOAN TRUST SERIES 2010-1 50.58           1,294,451.70                      9/15/2047 0.01%

85486BAA7 15,462,560 STANWICH MORTGAGE LOAN TRUST SERIES 2010-2 50.42           7,796,222.65                      2/28/2057 0.04%

85486TAA8 8,928,680 STANWICH MORTGAGE LOAN TRUST SERIES 2010-3 50.03           4,467,018.37                      7/31/2038 0.02%

85486WAA1 10,791,727 STANWICH MORTGAGE LOAN TRUST SERIES 2010-4 50.50           5,449,821.88                      8/31/2049 0.03%

85486XAA9 20,282,398 STANWICH MORTGAGE LOAN TRUST SERIES 2011-1 52.74           10,697,524.71                    6/30/2039 0.05%

85486UAA5 15,046,327 STANWICH MORTGAGE LOAN TRUST SERIES 2011-2 53.52           8,052,854.49                      9/15/2050 0.04%

85487GAA5 9,765,701 STANWICH MORTGAGE LOAN TRUST SERIES 2012-2 42.50           4,150,422.88                      3/15/2047 0.02%

85487FAA7 14,838,554 STANWICH MORTGAGE LOAN TRUST SERIES 2012-4 46.00           6,825,734.85                      6/15/2051 0.03%

86777AAA5 233,127,339 SUNSET MORTGAGE LOAN COMPANY 2014 NPL-1 A 99.94           232,990,003.47                 3.2282 8/16/2044 1.17%

TOTAL MORTGAGE BACKED SECURITIES 283,403,502.47                 1.42%

TOTAL INVESTMENT SECURITIES: 10,971,944,622.34           54.91%

CASH & EQUIVALENTS:

31374TCT4 27,083 FNMA POOL #323282 112.82        30,553.58                            7.5000 7/1/2028 0.00%

912828RZ5 250,000,000 U.S. TREASURY NOTE       100.00        249,997,550.00                 0.2500 1/15/2015 1.25%

912828MH0 240,000,000 U.S. TREASURY NOTE 100.17        240,401,952.00                 2.2500 1/31/2015 1.20%

912828SE1 200,000,000 U.S. TREASURY NOTE 100.02        200,038,080.00                 0.2500 2/15/2015 1.00%

912828MR8 265,000,000 U.S. TREASURY NOTE 100.36        265,956,226.00                 2.3750 2/28/2015 1.33%

912828SK7 290,000,000 U.S. TREASURY NOTE 100.07        290,192,589.00                 0.3750 3/15/2015 1.45%

912828UT5 300,000,000 U.S. TREASURY NOTE 100.04        300,105,480.00                 0.2500 3/31/2015 1.50%

912828SP6 230,000,000 U.S. TREASURY NOTE 100.09        230,206,632.00                 0.3750 4/15/2015 1.15%

912828MZ0 300,000,000 U.S. TREASURY NOTE 100.79        302,364,270.00                 2.5000 4/30/2015 1.51%

912828SU5 270,000,000 U.S. TREASURY NOTE 100.07        270,189,837.00                 0.2500 5/15/2015 1.35%

912828NF3 180,000,000 U.S. TREASURY NOTE 100.82        181,484,478.00                 2.1250 5/31/2015 0.91%

912828SZ4 265,000,000 U.S. TREASURY NOTE 100.12        265,310,553.50                 0.3750 6/15/2015 1.33%

912828NL0 275,000,000 U.S. TREASURY NOTE 100.86        277,364,615.00                 1.8750 6/30/2015 1.39%

912828TD2 175,000,000 U.S. TREASURY NOTE 100.07        175,116,217.50                 0.2500 7/15/2015 0.88%

912828NP1 440,000,000 U.S. TREASURY NOTE 100.92        444,030,488.00                 1.7500 7/31/2015 2.22%

912828EE6 300,000,000 U.S. TREASURY NOTE 102.50        307,514,640.00                 4.2500 8/15/2015 1.54%

912828VU1 270,000,000 U.S. TREASURY NOTE 100.12        270,326,943.00                 0.3750 8/31/2015 1.35%

912828TP5 275,000,000 U.S. TREASURY NOTE 100.04        275,104,747.50                 0.2500 9/15/2015 1.38%

912828VY3 250,000,000 U.S. TREASURY NOTE 100.04        250,096,425.00                 0.2500 9/30/2015 1.25%

912828TT7 325,000,000 U.S. TREASURY NOTE 100.02        325,049,205.00                 0.2500 10/15/2015 1.63%

912828PE4 275,000,000 U.S. TREASURY NOTE 100.82        277,257,200.00                 1.2500 10/31/2015 1.39%

912828EN6 270,000,000 U.S. TREASURY NOTE 103.66        279,879,786.00                 4.5000 11/15/2015 1.40%

912828A26 300,000,000 U.S. TREASURY NOTE 100.00        299,988,270.00                 0.2500 11/30/2015 1.50%

912828UC2 250,000,000 U.S. TREASURY NOTE 100.00        249,997,550.00                 0.2500 12/15/2015 1.25%

TOTAL U.S GOVERNMENT AND AGENCIES 6,228,004,288.08              31.16%

SG58F4998236 252,000,000         SINGAPORE TREASURY BILL 75.32312 189,814,262.40                 0.3800 5/2/2015 0.95%

TOTAL FOREIGN GOVERNMENT AND AGENCIES 189,814,262.40                 0.95%

03523TAM0 62,395,000 ANHEUSER-BUSCH INBEV* 100.10        62,457,245.25                    4.1250 1/15/2015 0.31%

084664AT8 29,566,000 BERKSHIRE HATHAWAY INC. 100.12        29,601,686.16                    4.8500 1/15/2015 0.15%

084670AV0 68,672,000 BERKSHIRE HATHAWAY INC. 100.27        68,858,121.72                    3.2000 2/11/2015 0.34%

097023AY1 32,718,000 THE BOEING COMPANY 100.33        32,825,956.31                    3.5000 2/15/2015 0.16%

05565QBH0 82,202,000 BP CAPITAL MARKETS PLC 100.61        82,703,711.69                    3.8750 3/10/2015 0.41%

191216AX8 54,490,000 COCO-COLA CO 100.08        54,534,600.07                    0.7500 3/13/2015 0.27%

20030NAB7 63,566,000 COMCAST CORPORATION 100.16        63,667,775.52                    6.5000 1/15/2015 0.32%

263534BY4 28,170,000 E.I. DU PONT DE NEMOURS AND COMPANY 100.07        28,190,952.85                    3.2500 1/15/2015 0.14%

369550AS7 30,371,000 GENERAL DYNAMICS CORPORATION 100.04        30,381,809.04                    1.3750 1/15/2015 0.15%

377373AB1 49,690,000 GLAXOSMITHKLINE CAPITAL, INC.* 100.16        49,767,585.97                    0.7500 5/8/2015 0.25%

459200HB0 64,385,000 INTERNATIONAL BUSINESS MACHINES CORPORATION 100.01        64,389,191.46                    0.5500 2/6/2015 0.32%

58013MEP5 22,072,000 THE MCDONALD'S CORPORATION 100.17        22,110,606.14                    0.7500 5/29/2015 0.11%
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63946BAB6 11,704,000 NBC UNIVERSAL MEDIA, LLC 101.01        11,822,102.72                    3.6500 4/30/2015 0.06%

66989HAC2 46,445,000 NOVARTIS CAPITAL CORPORATION 100.79        46,812,607.53                    2.9000 4/24/2015 0.23%

713448BM9 21,822,000 PEPSICO INC. 100.07        21,837,386.69                    3.1000 1/15/2015 0.11%

713448BX5 29,223,000 PEPSICO INC. 100.04        29,235,177.22                    0.7500 3/5/2015 0.15%

717081DA8 91,532,000 PFIZER INC. 100.92        92,377,279.71                    5.3500 3/15/2015 0.46%

822582AQ5 74,187,000 SHELL INTERNATIONAL FINANCE B.V. * 101.24        75,109,196.34                    3.1000 6/28/2015 0.38%

88166CAA6 7,325,000 TEVA PHARMACEUTICAL INDUSTRIES LTD.* 101.01        7,398,971.51                      3.0000 6/15/2015 0.04%

89152UAC6 96,882,000 TOTAL CAPITAL S.A.* 101.12        97,964,443.21                    3.0000 6/24/2015 0.49%

913017BH1 9,046,000 UNITED TECHNOLOGIES CORPORATION 101.42        9,174,813.23                      4.8750 5/1/2015 0.05%

931142BY8 17,740,000 WAL-MART STORES, INC. 102.03        18,100,829.83                    4.5000 7/1/2015 0.09%

98385XAG1 38,688,000 XTO ENERGY 102.31        39,582,563.28                    5.3000 6/30/2015 0.20%

TOTAL HIGH GRADE SHORT-TERM CORPORATE BONDS 1,038,904,613.45              5.20%

CASH & EQUIVALENTS 1,555,168,592.06              7.78%

TOTAL CASH & EQUIVALENTS 9,011,891,755.99              45.09%

 
TOTAL NET ASSETS: 19,983,836,378.33           100.00%

* Indicates foreign security.

Portfolio Holding Submission Disclosure

The FPA Funds are distributed by UMB Distribution Services, LLC, 235 W. Galena Street, Milwaukee, WI, 53212.

Except for certain publicly available information incorporated herein, the information contained in these materials is our confidential and proprietary information and is being submitted to you for your confidential use with the 

express understanding that, without our prior written permission, you will not release these materials or discuss the information contained herein or make reproductions of or use these materials for any purpose other than 

evaluating a potential advisory relationship with  First Pacific Advisors.

You should consider the Fund’s investment objectives, risks, and charges and expenses carefully before you invest. The Prospectus details the Fund's objective and policies, sales charges, and other matters of interest to the 

prospective investor. Please read this Prospectus carefully before investing. The Prospectus may be obtained by visiting the website at www.fpafunds.com, by email at crm@fpafunds.com, toll-free by calling 1-800-982-4372 

or by contacting the Fund in writing. 

Investments in mutual funds carry risks and investors may lose principal value. Stock markets are volatile and can decline significantly in response to adverse issuer, political, regulatory, market, or economic developments. 

Certain funds may purchase foreign securities, including American Depository Receipts (ADRs) and other depository receipts, which are subject to interest rate, currency exchange rate, economic and political risks; this may be 

enhanced when investing in emerging markets. Small and mid cap stocks involve greater risks and they can fluctuate in price more than larger company stocks. 

The return of principal in a bond investment is not guaranteed. Bonds have issuer, interest rate, inflation and credit risks.  Lower rated bonds, callable bonds and other types of debt obligations involve greater risks.  Mortgage 

securities and asset backed securities are subject to prepayment risk and the risk of default on the underlying mortgages or other assets; derivatives may increase volatility.    

Portfolio composition will change due to ongoing management of the fund.  References to individual securities are for informational purposes only and should not be construed as recommendations by the Funds, Advisor or 

Distributor.

Short-selling involves increased risks and transaction costs.  You risk paying more for a security than you received from its sale.
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