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Dear Friend:

Pacific stocks, down 0.8% in May, finally cooled after a four-month surge. May returns were bounded by U.S. stocks up 1.4% and emerging markets stocks down
3.4%. The range for the year-to-date is Pacific stocks up 11.5% and commodities down 3.2%. U.S. bonds, though still positive on the year, have suffered declines three
months in five.
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U.S. Cash 16.4% 0.2% 0.0% 0.0%

U.S. Bonds 54.6% 19.7% 0.8% -0.4%

U.S. Stocks 125.8% 114.3% 3.6% 1.4%

European Stocks 74.0% 68.3% 8.5% 0.2%

Pacific Stocks 71.7% 50.5% 11.5% -0.8%

Emerging Markets Stocks 124.3% 24.4% 6.3% -3.4%

Commodities -23.4% -19.2% -3.2% -2.7%

Risk Level 8 (0/41/22/7/7/7/15) 71.6% 36.7% 2.5% -0.6%

On May 8th we spent a fascinating day at Baron Capital on 5th Avenue in NYC. This was a not-to-be-missed chance to hear Baron portfolio managers tell us about the
companies in which they are investing. How do Baron PMs choose their investments from among the 8,000 or so publicly traded companies available in the U.S. stock
market?

The stocks held in Baron mutual funds span a variety of industries and sectors. Some possess proprietary technology that gives them an edge and protection against
competition. Some have simply been first to the marketplace with an innovative idea and well-managed execution. All have a CEO with a vision and a plan to exploit a
high-growth opportunity in the marketplace.  Some, such as Under Armour (UA), Dick’s Sporting Goods (DKS) and Vail Resorts (MTN) are well known brands; others
are more obscure health care or technology companies such as ACADIA Pharmaceuticals (ACAD), Foundation Medicine (FMI) or Benefitfocus (BNFT).  

ACADIA Pharmaceuticals has drugs in clinical trials for treating Parkinson’s and Alzheimer’s disease. Foundation Medicine has algorithms for extracting genomic
information about individual cancers, enabling physicians to optimize treatments in clinical practice and biopharmaceutical companies to develop targeted oncology
therapies. Benefitfocus provides cloud-based benefits software solutions for consumers, employers, insurance carriers, and brokers under a software-as-a-service
model.

A day at Baron Capital is a day immersed in the details of individual businesses. Baron portfolio managers are singularly dedicated to finding smart, creative CEOs
solving problems and finding better ways to do things. The discussions provide a fascinating window into some of the most dynamic organizations in the global
economy. Noticeably absent are pontifications about monetary policy, fiscal policy, geo politics or the direction of stock markets and interest rates. If you can invest in
a cure for cancer, why does it matter whether the next 1,000 points on the Dow are up or down?
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