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Model	14
YTD Net of Fee Rtn: 1.80%
YTD Benchmark Return: -0.22%
YTD Value Added (or Lost): +2.02%
Top Exposures:US Stocks(51%),Intl Stocks(43%)

Stocks, and Commodities). Despite being at the
top of our risk scale, the diversification provided in
this model makes it historically less risky than an
investment in the S&P 500. Its benchmark was
down 0.22% over the first half of 2018. Model 14
exceeded that benchmark return by a considerable
margin of 2.02%, returning 1.80% after all fees.
The actively-managed mutual funds driving the
model’s excess returns relative to its benchmark
were the same funds that propelled Model 8.
However, value added for Model 14 was even
greater because those funds make up an even
larger proportionfor Model 14.
We are very happy with these year-to-date
performancenumbers. Note that these results are
just three of fourteen models. Of the fourteen,
twelve are adding value after fees. Our stable of
fund managers are, on average, adding 0.50% of
return above their benchmarks. Despite the fact
that absolute returns look muted compared with
the double-digit returns of last year, the savvy
investor realizes that every percentage point
counts over an investment lifetime. This rings true
whether markets areup,down,or sideways.

Past	performance	may	not	be	indicative	of	future	results.	Every	investment	program	has	the	potential	for	loss	as	well	as	profit. Results	are	shown	net	of	fees	and	expenses	and	assume	the	
reinvestment	of	all	earnings.	Comparisons	to	benchmarks	are	for	informational	purposes	only.	A	particular	model	portfolio	may be subject	to	greater	risk	and/or	volatility	than	its	relevant	
benchmark.	Cape	Ann	Capital’s	annual	fee	of	0.65%	is	applied	to	model	returns.	Model	returns	would	be	higher	for	clients	with	portfolios	larger	than	$1	million	since	they	pay	a	lower	fee	rate.	
Cape	Ann	Capital’s	fee	 is	not	debited	from	benchmark	returns.	Results	are	pro-forma;	as	such	they	reflect	models	as	currently	constructed.	Cape	Ann	Capital	reviews	its	models	once	a	year.	

Markets	Recap
Wearebreaking tradition thismonth and repeating
the June2018 YTD asset class returns from the last
letter. This is to stay consistent with the model
returns listed in themainsectionof this letter.

Mid-Year Report Card
The above asset class returns provide useful
referencepoints to help gaugehow our models are
faring in this climate.. With that in mind, let’s look
at three different cases spanning from the bottom
to the top of the risk scale. Looking across the
clientbase, the risk of every CapeAnn Capital client
portfolio lies somewhere in this range.

Model 2
YTD Net of Fee Rtn: -0.14%
YTD Benchmark Return: 0.12%
YTD Value Added (or Lost): -0.26%
Top Exposures:US Cash (67%), US Bonds (23%)

First up isModel2, which targets a benchmark that
is a blend of all seven asset classes, shown
proportionally in the pie chart. This model is
composed of 90% safe assets, with cash in green
and bonds in red. Investing in this model’s passive
benchmark would have returned 0.12%. Our blend
of active managers outperformed this target, but
not quite enough to overcome our fee. After fees,
this model was down 0.14%, underperforming its
benchmark by 0.26% over the first half of 2018.
See the footnote for more information about our
net-of-fees performance calculations.

Model 8
YTD Net of Fee Rtn: 0.42%
YTD Benchmark Return: -0.88%
YTD Value Added (or Lost): +1.30%
Top Exposures:US Bonds (45%), US Stocks (26%)

Model 8 targets a roughly 50/50 balance between
safe assets (bonds) and risky assets (stocks and
commodities). The passive benchmark for this
model was down 0.88%. Model 8 was up 0.42%,
earning a nice 1.30% cushion above its benchmark
after all fees. Its two largest holdings contributed
mightily to this success: a domestic bond fund
earned 1.02% in a period when US Bonds were
down 1.69% as a broad asset class, and a foreign
stock fund returned 0.81%, despite losses in these
three asset classes (Euro, Pacific, and EM Stocks)
that ranged from down2.83% todown 7.30%.

Model 14 is our most aggressiveportfolio, invested
in five risky assets (US Stocks, Euro, Pacific, EM


