
 

 

 

YTD as of 10/31/2019 
Alpha 
Portfolio 

 
+8.62% 

 
MARKETS 

DOW JONES +15.99% 
S&P 500 +21.37% 
NASDAQ 100 +27.76% 
REIT INDEX +26.45% 
SMALL CAP +16.09% 
HIGH YIELD +  7.04% 
  

 
BOND YIELDS 

10 YR TREAS 1.69% 
YTD CHANGE    -1.00% 
30 YR TREAS 2.18% 
YTD CHANGE -.85% 

 
SINCE INCEPTION 

THROUGH DEC 31, 2018 
BROXTON 408.77% 
S&P 500 158.73% 
DOW JONES 199.13% 
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 Happy Thanksgiving! The Alpha Portfolio advanced 1.79%% in October. The general market 
became stronger on news that China and the U.S. could possibly reach an early stage trade deal. In 
early November, bond yields rose close to 2% on the 10-year treasury before falling back into the 
1.7% area. Although an extremely low yield, the U.S. 10-year bond is one of the higher yielding 
sovereign bonds in the world. Many countries have negative yielding bonds, such as: Germany (-
.37%), Switzerland (-.58%) and of course Japan (-.10%). In fact, according to Bloomberg, there are 
over $19 trillion in negative yielding bonds and over 30% of global government bonds have negative 
yields. One fact seems to be that the yield drought is driving stocks higher. Bond yields worldwide 
had started to climb higher in October and November but due to several problems the Federal 
Reserve began to pump money into the economy in what is now called “quantitative easing 
forever.” The Fed plans to put in at least $60 billion a month and continue to inject 100s of billions 
of dollars into what is called: “the overnight REPO market” for at least the next six months but 
possibly forever? Overall, we don’t view this as creating stronger world-wide financial markets but 
as creating markets that are dependent on increasingly larger government interventions.  
 
Ford (F): Ford unveiled its new Mustang in November. We all know the iconic Mustang but how has 
it been upgraded? Well now it’s an all electric SUV! The car is one of the first production electric 
vehicles in the Ford line up and is part of Ford’s effort to convert to 50% EV offerings over the next 
few years. This is also part of the company’s efforts to streamline production and reach $2.50 in 
EBIT (earnings before interest and tax) per share from the automotive division ($10 billion per year). 
At the end of 2019 Ford predicts that it will be about two thirds of the way there with automotive 
EBIT of $6.5-7 billion. Ford vs. Ferrari Vs. Tesla? The movie Ford vs. Ferrari follows the victory of 
Ford in the 1960s at Le Mans raceway in Europe. However, more recently Tesla demonstrated their 
new “truck” winning a tug of war against a Ford F150. Ford countered saying that putting an EV 
against a conventional drive train was unfair and both companies have agreed to a rematch of their 
respective EVs.   
 
Amarin (AMRN): Amarin received 100% approval from a committee to expand its prescription label 
to include information on the cardiovascular health benefits of their drug Vascepa. The FDA should 
give its final ruling in late December. In Trials Vascepa was shown to reduce heart attack and stroke 
by 31 and 28%.  
 
Qudian (QD): We hit the sidelines on QD after the company reported 3rd quarter results. Although 
net income increased by 52%, QD signaled that they would begin a shift to a new business model 
and that the 2019 full year earnings forecast would be lowered after being raised in July. 
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High Expectations??  
 

In the last 18 months a number of publicly listed companies were launched that 
grow Marijuana for recreational or medicinal use. Many of the shares briefly 
skyrocketed before plunging. Aurora Cannabis (ACB) shares shot from $1 up to 
$12 and are now at $2. Tilray which debuted at $20 per share in 2018 briefly shot 
to $300. Marijuana was legalized in Canada in 2018 and this led to a gold rush of 
new entrants. But as the industry matured investors began paying more attention 
to the financials. Recently, Canopy Growth Corp. (CGC) reported large losses and 
negative margins. Part of the problems for the industry revolve around the rapid 
expansion of growing facilities. More recently thousands of people were 
hospitalized due to THC Vaping and some died. A few of the companies also issued 
bonds as well. ACB and TLRY both issued bonds which promptly sank!  ACB 5.5% 
Notes fell 35% and the Tilray bonds fell almost 50%!  
 
Help may be on the way! According to Forbes contributor Tom Angell: “A key 
congressional committee plans to hold a historic vote on a bill to end the federal 
prohibition of marijuana next week, two sources with knowledge of the soon-to-
be-announced action said. The legislation, sponsored by House Judiciary 
Committee Chairman Jerrold Nadler (D-NY), would remove cannabis from the 
Controlled Substances Act (CSA) and set aside funding to begin repairing the 
damage of the war on drugs, which has been disproportionately waged against 
communities of color.” The House Judiciary Committee passed the Marijuana 
Opportunity, Reinvestment and Expungement (MORE) Act in a 24-10 vote last 
week, setting the stage for a full floor vote. Federal legalization could increase 
demand possibly helping the growers. This may improve the situation. We will 
observe and see! To the right: 8-month Price chart of Tilray (TLRY) OUCH!! 

                                                                                                                                             

 Broxton Capital Advisors        
 Broxton Capital is an investment manager located in San Juan and employs the Alpha Portfolio (AP). The AP is a growth and income investment strategy. The strategy 
attempts to continuously improve the value of investment portfolios by investing in equities, ETFs, including leveraged ETFs, options, bonds (investment grade and sub-
investment grade, [which may also have limited liquidity]) and other securities. Long term strategies purchase securities which are underpriced according to our appraisal 
methodologies. Broxton uses regression analysis to obtain an average appraisal value for an individual company and places a priority on the securities of companies with 
improving financial performance and or additional catalysts that provide for increases in earnings and valuation. We use financial modeling in order to create a projected 
trajectory for the company’s earnings, cash flows and future value. The strategy does not have any capitalization (market size), sector or industry allocation mandates. 
Broxton may also engage in certain types of activism in order to support positions and relay advantageous strategies to company managements. Broxton deploys technical 
analysis and momentum as indicators of movement for shorter term strategies, that may not involve deep fundamental analysis. Shorting (selling and then buying) of 
securities can be used as a long term or short-term strategy. We exit positions in accordance with our discipline, this includes when valuation targets are clearly exceeded 
or financial performance falls below our projections. Since the AP returns are calculated using a composite of accounts, the average account will not match the composite 
return and the return could be higher or lower. Broxton manages the Alpha Portfolio for other investment managers. The AP returns which are advertised or submitted 
to various databases are calculated using the accounts in the composite that are managed internally. Broxton is required to execute any trades internally first and then 
for other advisors second. Some advisor platforms prohibit or do not trade certain security types and some positions may be omitted for other reasons. In the case of 
smaller companies, we may judge that there are not enough shares traded to create a position at any or all advisors. Short term strategies may not be able to be 
implemented. Shares may trade at a higher or lower between purchasing at Broxton or one platform before another. Broxton uses a rotation strategy and attempts to 
obtain the best execution for all advisors.  Any commentary is solely the opinion of the Broxton Capital Advisors. It refers to securities we hold in our portfolio and 
sometimes ones we are considering but does not represent a complete list of positions held at Broxton Capital Advisors. A complete list covering the last twelve months 
will be furnished upon request. Price targets are mentioned for information purposes only. Nothing contained herein constitutes a recommendation to purchase or sell 
securities at any designated price or time. All performance figures are net of fees and reflective of dividend reinvestment. As always, past performance does not guarantee 
future results. Please see the Alpha One Strategy Quarterly Performance for additional information regarding performance. Any intra quarter performance presented 
may change with additional auditing. The index performance presented above do not include fees or dividends and is derived from the following ETFs: DIA, SPY, QQQ, 
HYG, IWM and VNQ. The treasury yields are derived from the CBOE 10 and 30-year interest rate index. Please visit our web site to obtain additional information and read 
form ADV 2A. 
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