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Dear Atherean Wealth Management client:
Enclosed is your portfolio summary report for the quarter ending September 30, 2019, as well as an investment
advisory fee statement for the fourth quarter of 2019. The portfolio summary report shows the holdings in
your accounts as well as an overview of your portfolio asset allocation as of the close of the third quarter of
2019. It also provides a summary of your investment objectives, time horizon, and risk tolerance as per our
records. It is important that you review this information and let us know if any of it is incorrect.
Equity and Fixed Income Market Performance

We saw volatility return to global equity markets in August, with the S&P 500 experiencing several high volume,
significant down days. We believe that much of this was a response to recession signals that the bond market
was sending earlier in the summer, which we discussed in detail in our last quarterly letter. The U.S. treasury
yield curve continued its downward shift across all maturities, and many bond market indices outperformed
most equity indices again in the third quarter. Year to date the S&P 500 index is up 20.4%, the Russell 2000
small cap index is up 14.1%, the MSCI EAFE (Europe, Australasia and Far East) index is up 13.3%, the MSCI US IM
Real Estate 25/50 Index is up 28.2%, and the Barclays U.S. aggregate bond index is up 8.3%, as of the end of the
third quarter, on a total return basis. It is worth noting that many real estate indices have outperformed most
equity indices so far this year. While real estate investments are not suitable for all investors, the
outperformance of the asset class serves as a reminder of the importance of portfolio diversification across
asset classes.
In September, we witnessed several trading days during which value stocks significantly outperformed the
broader U.S. equity markets. While the S&P 1000 value index has for the most part underperformed the S&P
500 index over the past few years, we anticipate mean-reverting behavior of under-priced equities as this
subset of the equity asset class has consistently outperformed the broader market over long time periods. This
"value" factor, along with the "size" (market cap) factor, and the original "beta" factor of the capital asset
pricing model, is one of the few "factors" which have been found to generate excess equity market returns over
long time periods. In the next section we will discuss what "value" means to us as investment managers as well
as more traditional definitions of "value" which we hear discussed from time to time in the financial media.

