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March 31, 2019
J. Dale Harvey, CEO, CIO

Dear Partner,

Market gyrations over the last six months have provided a stark reminder that emotion and investor
sentiment can be far more volatile than underlying business fundamentals. A summer of optimistic
investor attitudes gave way to panic and pessimism at year end and then improved to something more
neutral as the first quarter came to a close. On March 31, 2019, the S&P 500 was roughly 3% below the
peak reached last September. Not coincidentally, estimated earnings for 2019 fell about 4% (from $175-
180 to $167-173) as global economic growth expectations came down. It isn’t a surprise to see stock
prices fall at a rate commensurate to negative earnings revisions, but the process of adjusting to a
slower growing world has been more jarring than it needed to be. Just look at the S&P’s wild swing: it fell
19.8% between September 20 and December 24, 2018 and then rallied 21.4% between Christmas Eve
and March 21st.

In the midst of the panic last December, and as described in my last letter, we got a visit from a hysterical
Chicken Little and his friends. As you know, Chicken Little is chronically bearish — always looking at the
glass as cracked and half empty. Henny Penny goes with the flow and tends to get caught up in the
emotional tide of markets — selling when her friends are worried and buying when they’re optimistic.
Ducky Lucky is able to keep his emotions in check — he sticks to a long-term plan and re-balances his
portfolio when allocations drift away from targeted levels. Ducky Lucky best embodies the Warren
Buffett maxim to “be fearful when others are greedy and greedy when others are fearful.” After such a
strong move in the first quarter, the threesome stopped by our office again in late March to get our
current take on the market. The conversation went something like this:

Chicken Little: Back in December, | told you things looked bleak and, if you ask me, they look no better
today. We still have a trade war with China, and North Korea appears to be building nukes again.
Britain’s proposed exit from the EU is still a mess and overall European growth is so slow that their bonds
yield virtually nothing. In some countries, you can actually get paid to borrow money (negative interest
rates — see appendix)! Here at home, the yield curve inverted, and that signals recession. The sky may
not be falling, but to me things look TERRIBLE! | can’t believe the market is almost back to its old high.

Poplar Forest: The newspaper headlines aren’t great, but as the old saying goes, markets climb walls of
worry. Besides, you left out a key concern investors had last fall: the Federal Reserve. As we said then,
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we were convinced that the Fed was not trying to slow the economy. The Fed has been very clear in
communicating that message this year, and investors have taken it to heart. The consensus opinion is
that short-term interest rates won'’t rise (and might even fall). And despite intentions to let inflation run a
little hotter than the Fed originally planned, low interest rates in Europe have kept a lid on 10-year
Treasury rates here at home. Lower rates are economically stimulative (good for earnings growth) while
also supporting higher valuations for stocks. If anything, given the fall in interest rates, P/E ratios should
be higher today than they were in September, but they aren’t. In effect, relative to bonds, stocks look
more attractively valued today than they did back in September.

Chicken Little: But what about the inverted yield curve (when short-term interest rates are higher than
long-term rates)?

Poplar Forest: There is lots of discussion of the yield curve lately as an inverted curve has historically
preceded recession. While it’s a good economic indicator, it isn’t a good market timing tool. We’d be
happy to share the details of our analysis with you, but investors who sold at the first sign of inversion
missed out on big gains in the last several cycles.

Ducky Lucky: What motivated you to put all your dry powder to work last December when it seemed like
everyone, including our friend Chicken Little, was panicking?

Poplar Forest: Managing emotion is a critical skill for successful long-term investing. We focused on
fundamentals, and everything we heard from our company contacts suggested that business wasn’t
deteriorating. Meanwhile, valuations were collapsing as many investors seemed to be giving up on
stocks. We didn’t know how quickly the market would recover, but we simply saw values we couldn’t
resist. As you know, we believe that value — namely price relative to normalized earnings and free cash
flow — wins in the long-term, and when we get the chance to buy what we think are good businesses at
what appear to be great prices, we jump on the opportunity.

Chicken Little: Surely you were surprised that stocks recovered so quickly?

Poplar Forest: Yes. There have been 14 bear and near-bear market declines of 19% or more since 1957.
In all of those cases, stocks recouped 22-70% of the decline in an interim rally before rolling over to
“test” the low. The pattern has been very different this time: the market has already recouped 87% of the
decline and there hasn’t been a re-test of the low.

Henny Penny: | know! And my friends who watch market “technicals” are all talking about how we’ve
broken through resistance. They’re telling me that when the 50-day moving average crosses the 200-
day (the so called golden cross), we’ll be off to the races!

Poplar Forest: That may well be the case, but we don’t put much faith in technical analysis; we’d rather
spend our time working, from the bottom up, on analyzing underlying business fundamentals and
valuations at the individual company level. From our vantage point, fundamentals still sesem okay and the
overall valuation of stocks looks reasonable -- or as your friend Goldilocks might say, it seems neither too
hot nor too cold, but just right.
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Ducky Lucky: With prices almost back to new high levels, are all the great opportunities gone?

Poplar Forest: While there aren’t as many bargains today as there were in December, we have
continued to find situations where we can upgrade the risk/reward ratio of our portfolios. We will talk
more about that later, but the stocks we own today appear to offer great value. In aggregate, the Poplar
Forest Partners Fund portfolio is priced at just 11.3x expected earnings — a 34% discount to the S&P
500’s P/E ratio of 17.0x. The discount is even greater when looking at measures such as price/sales,
price/book value or price/cash flow. We don’t know when investors will come to appreciate the values
we see, but we believe that our continued patience will ultimately be rewarded.

Chicken Little: Are you saying the stocks you own are so cheap that they might still produce good
returns even if I'm right about the world looking gloomy?

Poplar Forest: That’s exactly what I'm saying. Furthermore, if the gloom starts to lift, we might see
incredibly strong returns as we did in 2013 and 2016. No one can predict what the market will do in the
short-term, but | really like our odds.

Henny Penny: Where do you see opportunity? Should we be buying tech stocks now?

Poplar Forest: For one thing, while the S&P 500 as a whole is down just over 3% from its September
high, several groups have not recovered nearly as much. Oil stocks are still down 12% while financial
services businesses are 11% lower and materials companies are down 9%. These three groups account
for roughly 40% of our portfolio and we see potential for upside there.

At the individual company level, we added three new stocks to the portfolio while liquidating three
investments during the first quarter. In all three cases, we think the new stocks we’ve added offer greater
company-specific value drivers and are more defensive businesses than the companies they replaced.
Better reward and lower risk seems like a good combination. Here’s a brief rundown on the changes we
made:

We sold MetLife and made an initial investment in E*Trade Financial. MetLife shares are statistically
cheap, but at this point the company’s results will be dependent on macro factors, namely interest rates.

We believe interest rates will rise over time and we get leverage to higher rates with E*Trade, but this
new investment also offers company-specific value drivers that aren’t present at Metlife. The E*Trade
management team has laid out a plan they believe will deliver $7 of earnings per share by 2023. If the
company can deliver on this plan, the stock could appreciate to $105 if the shares are accorded a P/E
multiple of just 15x. To put that in perspective, over the last decade, E*Trade and its closest peers,
Charles Schwab and Ameritrade, were valued at P/E ratios of 19.4x, 23.3x and 18.5x, respectively. With
the stock currently trading below $50 a share, we may have significant upside potential if management
delivers on their plans while seeing a hopefully conservative path for the stock to exceed our targeted 3-
year 15% annualized hurdle rate. We also believe that our downside is limited in that the company may
be an attractive acquisition target if management doesn’t deliver.
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We liquidated Freeport-McMoRan and bought a small stake in United Parcel Service (UPS). Freeport-
McMoRan was shrouded in controversy when we first invested in the company in 2015. Since then, the
company has sold its energy assets, de-levered the balance sheet and solidified its ownership of a key
copper mine in Indonesia (Grasberg). With the restructuring largely complete, Freeport shares will now
be primarily driven by copper prices. While we think copper prices are more likely to rise in coming
years, relying on a single macro-economic variable is a risk that we aren’t comfortable with today.

Meanwhile, UPS shares have come down in price as investors grew concerned about the company’s
heavy capital spending plans. We have a different perspective. UPS is spending heavily because e-
commerce volume growth requires additional capacity. Some investors are concerned about Amazon
getting into the business, but we believe that the delivery market is growing so rapidly that it needs
heavy investment from all the incumbent players as well as Amazon. We think UPS will be able to grow
earnings at a double-digit rate and that the P/E multiple will expand as they deliver solid earnings growth.

We swapped the last of our Cisco shares for an initial investment in Conagra. We invested in Cisco
when investors were concerned about what appeared to be a very slow revenue growth rate as the
company transitioned to a subscription-driven business model. With that transition now acknowledged
by investors, the shares’ risk/reward ratio no longer seems as compelling given the current 17x P/E ratio.
We bought into Conagra when it was in investors’ doghouses due to the expensive acquisition of

Pinnacle Brands. The stock had fallen 40% and traded at just 11x earnings and an almost 4% dividend
yield. If the company can deliver on its plans for Pinnacle while also maintaining a low-single-digit growth
rate in its core business, then earnings could grow 10% a year and the P/E ratio could expand to 14-15x.

After the market rallied strongly in the first weeks of the year, we trimmed a few of our positions in order
to have dry powder available if shifting sentiment (renewed worries of recession? higher interest rates?)
brings us new opportunities. We are currently holding cash equal to about 3% of assets and we have a
ready buy list should investor sentiment swing negatively again.

Ducky Lucky: Having a little dry powder sounds prudent. Is there something in particular that you’re
concerned about?

Poplar Forest: While we don’t view conditions as ripe for recession, especially given the Fed’s more
dovish approach to monetary policy, we continue to be on the lookout for signs of trouble. One variable
we are watching most closely at present is unemployment claims. Unemployment claims are a leading
indicator of economic activity. When claims turn up, that can be an early warning sign of recession.
Claims have increased from very low levels in recent weeks, but we think that may be due to the
government shutdown. If we are correct in our assessment of underlying business fundamentals, then
the claims data should start to improve over the next few months. That said, we will continue watching
for deterioration in a list of leading economic indicators.

Henny Penny: OK, that makes sense. | just got my tax refund; if | wanted to use it to add to my holdings,
should | buy now or wait for another correction?

Poplar Forest: That's a tough one to answer. | know of no one who has been able to successfully and
consistently predict the market in the short term. We believe that the market is at least 80% right, 80% of
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the time. That does leave rare occasions, like last December, when investor sentiment is sufficiently
extreme as to allow one to make a tactical call on the market. But, we don’t think this is one of those
times. We think the best course of action is to stick to your long-term allocation targets and to rebalance
if anything has gotten away from those targets.

We’'re firm believers that time in the market is more important than timing the market. Developing a long-
term plan, and sticking to it — especially when those around you are either enthusiastic or depressed — is
a key to long-term wealth creation. Our plan is to focus on companies that we’d be comfortable owning
for years and investing in them when other investors underappreciate or undervalue the long-term
prospects of those companies. Against the backdrop of a relatively balanced market outlook, the heavily
discounted valuation of the stocks in our portfolios has them looking unusually attractive right now. For
investors with a long-term horizon, owning good companies at a big discount to the market may provide
real opportunity.

Poplar Forest | Russell 1000 S&P 500
Partners Value Index Index
Price/Earnings 11.3x 14.4x 17.0x
Price/Book Value 1.4x 2.0x 3.1x
Price/Cash Flow 10.2x 16.8x 22.0x
Price/Sales 0.7x 1.6x 2.1x

Thank you for your continued confidence in our team and our investment process.

Sincerely,

D)

J. Dale Harvey
April 1, 2019
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Appendix — Interest Rate on Government Bonds
March 31, 2019
2 Year 5 Year 10 Year
Bonds Bonds Bonds
Japan -0.18% -0.20% -0.09%
Germany -0.61% -0.45% 0.07%
The Netherlands -0.61% -0.44% 0.03%
Sweden -0.51% -0.26% 0.17%
France -0.54% -0.26% 0.32%
Belgium -0.52% -0.17% 0.41%
Spain -0.30% 0.05% 1.10%
Portugal -0.32% 0.16% 1.25%
United States 2.27% 2.24% 2.42%
Source: The Wall Street Journal
Performance Summary
Average Annual Total Returns % as of March 31, 2019
PARTNERS FUND QTR YTD 1YR 3 YR 5YR ITD
| Shares (IPFPX) 13.26 13.26 -3.02 6.51 412 992
A Shares No Load (PFPFX) 1317 1317 -3.27 6.25 3.86 9.65
A Shares With Load (PFPFX) 7.50 7.50 -8.1 445 2.80 9.04
S&P 500 Index 13.65 13.65 950 13.51 10.91 12.95
Russell 1000 Value Index 11.93 11.93 5.67 10.45 772 11.33
CORNERSTONE FUND QTR YTD 1YR 3 YR 5YR ITD
| Shares (IPFCX) 935 9.35 0.14 6.00 - 4.00
A Shares No Load(PFCFX) 9.31 9.31 -0.01 578 - 377
A Shares With Load (PFCFX) 3.82 3.82 -5.00 3.99 - 252
S&P 500 Index 13.65 13.65 950 13.51 - 10.07
60/40 Blended Index* 9.31 9.31 7.78 895 - 7.09
CPI +3% NA NA NA NA - NA

Performance data quoted represents past performance; past performance does not guarantee future results. The
investment return and principal value of an investment will fluctuate so that an investor's shares, when redeemed,
may be worth more or less than their original cost. Current performance of the Fund may be lower or higher than
the performance quoted. Performance data current to the most recent month end may be obtained by calling 877-
522-8860. Performance for Class A Shares with load reflects a maximum 5.00% sales charge. Class A shares
without load do not take into account any sales charges which would reduce performance. The Partners Fund
expense ratio is 1.25% net and 1.28% gross for the A Shares and 1.00% net and 1.03% gross for the | Shares. The
Cornerstone Fund expense ratio is 1.16% net, 1.75% gross for the A Shares and 0.91% net and 1.50% gross for the |
Shares. The Advisor has contractually agreed to the fee waiver through at least January 27, 2020. The Partners

Fund inception date is 12/31/2009; Cornerstone Fund inception date is 12/31/2014.
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*The 60/40 blended index includes 60% of the S&P 500® Index and 40% Bloomberg Barclays US Aggregate Bond
Index.

Disclosures

The Funds’ objectives, risks, charges and expenses must be considered carefully before investing. The
summary and statutory prospectuses contain this and other important information and can be obtained
by calling (626) 304-6000 or by visiting www.poplarforestfunds.com. Read it carefully before investing.

Mutual fund investing involves risk. Principal loss is possible. The funds may invest in debt securities which
typically decrease in value when interest rates rise. This risk is usually greater for longer-term debt securities.
The funds may invest in foreign securities which involve greater volatility and political, economic and currency
risks and differences in accounting methods. These risks are greater in emerging markets. Investing in small
and medium sized companies may involve greater risk than investing in larger, more established companies
because small and medium capitalization companies can be subject to greater share price volatility. The funds
may invest in options, which may be subject to greater fluctuations in value than an investment in the
underlying securities. When the Cornerstone Fund invests in other funds and ETFs an investor will indirectly
bear the principal risks and its share of the fees and expenses of the underlying funds. Investments in asset-
backed and mortgage-backed securities involve additional risks such as credit risk, prepayment risk, possible
illiquidity and default, and increased susceptibility to adverse economic developments. Diversification does not
assure a profit, nor does it protect against a loss in a declining market.

Value stocks typically are less volatile than growth stocks; however, value stocks have a lower expected growth
rate in earnings and sales.

Opinions expressed are subject to change at any time, are not guaranteed and should not be considered
investment advice. Fund holdings and sector allocations are subject to change and should not be considered
recommendations to buy or sell any security

Poplar Forest funds are distributed by Quasar Distributors, LLC.

The Partners Fund top ten equity holdings and their percentage weights as of 3/31/2019:

International Business Machines 4.69
Reliance Steel & Aluminum 454
MSC Industrial Direct 4.50
American International Group 437
Ally Financial 4.29
Lincoln National 41N

Qualcomm 410
Bank of America 4.05
Kroger 3.89
AmerisourceBergen 3.75

The Cornerstone Fund top ten equity holdings and their percentage weights as of 3/31/2019:

Abbott Laboratories 3.06
International Business Machines 2.99
MSC Industrial Direct 2.89
Merck 2.87
Citigroup 2.83
Ally Financial 2.73
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Kroger 2.58
Qualcomm 2.58
Lincoln National 2.57
Advance Auto Parts 2.57

A bear market is a period marked with falling stock prices. In a bear market, investor confidence is extremely low.
Many investors opt to sell off their stocks during a bear market for fear of further losses, thus fueling a vicious cycle
of negativity.

Bloomberg Barclays U.S. Aggregate Bond Index is a broad base index, maintained by Bloomberg L.P. since August
24th 2016, It is often used to represent investment grade bonds being traded in United States. You cannot invest
directly in an index.

Consumer Price Index (CPI) is a measure of the average change over time in the prices paid by urban consumers
for a market basket of consumer goods and services. The annual percentage change in a CPlis used as a
measure of inflation.

Dividend yield is a stock's dividend as a percentage of the stock price. Dividend Yield = Annual Dividend /
Current Stock Price

Earnings growth is the annual rate of growth of earnings typically measured as Earnings Per Share Growth.
Earnings growth is not a measure of the Fund’s future performance.

Free cash flow (cash flow) is equal to the after-tax net income of a company plus depreciation and amortization less
capital expenditures.

Inflation is a quantitative measure of the rate at which the average price level of a basket of selected goods and
services in an economy increases over a period of time. Often expressed as a percentage, inflation indicates a
decrease in the purchasing power of a nation's currency.

The inverted yield curve is a graph that shows that younger treasury bond yields are yielding more interest than
older ones. Yield curve is a line that compares the yield of bonds of equal quality but different maturity dates. In
general, bonds with longer maturity dates offer higher yields than bonds with shorter maturity dates, thus
producing an upward sloping yield curve.

Price/Book Ratio (P/B) is a stock valuation measure calculated by dividing price per share by book value per share.
A lower P/B ratio could mean that either the stock is undervalued or there is something fundamentally wrong with
the company.

Price /Cash Flow Ratio (P/CF) is a stock valuation measure calculated by dividing a firm’s cash flow per share into
the current stock price. Financial analysts often prefer to value stocks using cash flow rather than earnings because
the latter is more easily manipulated.

Price / Earnings (P/E) Ratio is a common tool for comparing the prices of different common stocks and is calculated
by dividing the earnings per share into the current market price of a stock.

Price/Sales Ratio (P/S) represents the amount an investor is willing to pay for a dollar generated from a particular
company’s operations.

Russell 1000® Value index measures the performance of the Russell 1000’s value segment, which is defined to
include firms whose share prices have lower price/book ratios and lower expected long/term mean earnings
growth rates. It is not possible to invest directly in an index.
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The S&P 500® Index is a market-value weighted index consisting of 500 stocks chosen for market size, liquidity, and
industry group representation. It is not possible to invest directly in an index.
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