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Bridges Investment Fund had a total return of -18.77% in the first quarter of 2020, 
which bettered the -19.60% decline in the S&P 500.  For the twelve-month period 
ended March 31, 2020, the Fund had a total return of -5.59% versus a -6.98% total 
return for the S&P 500.  For the three-year period ended March 31, 2020, the Fund had 
an average annual total return of +5.63% versus +5.10% for the S&P 500.  For the five-
year period ended March 31, 2020, the Fund had an average annual total return of 
+5.86% versus +6.73% for the S&P 500.  For the ten-year period ended March 31, 2020, 
the Fund had an average annual total return of +9.04% versus +10.53% for the S&P 500. 
 
Performance data quoted represents past performance. Past performance does 
not guarantee future results. The investment return and principal value of the 
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 stated above. Performance data current 
to the most recent month end may be obtained by calling 866-934-4700.  
 
The first quarter of 2020 was the worst first quarter for the U.S. equity market in 
history. 
 
The S&P 500 reached an all-time high of 3,398 on February 19, before declining -24% 
through the end of the quarter, to finish the first quarter with a total return of  
-19.60%. 
 
The decline was the fastest decline of significance in U.S. stock market history; the 
S%P 500 declined -34% in the 23 trading days between February 19 and March 23, 
before rallying +16% over the last six days of the quarter. 
 
The decline was caused by the rapid onset of COVID-19 virus, investor fears around the 
impact of the spread of the virus, and the effects on the economy of the sudden 
efforts to radically socially distance in order to flatten the spread of the virus in the  
U.S. 
 
The impact of the virus, and the volatility in the capital markets is unprecedented, 
and it is impossible to predict the ultimate outcome of the impact of the virus on the 
global economy, the U.S. economy, and society. 
 
Given the reality of the crisis: 
 

1. We believe that the radical monetary and fiscal policies, and rescue legislation 
(CARES) enacted in March, are the correct policy responses, and we believe 
that eventually those policy responses will have a positive effect. 

 
2. History strongly suggests that the crisis will pass, and the economy and capital 

markets will recover, and normalize. 
 



3. The timing, shape, and nature of the recovery that we anticipate are 
impossible to predict; we believe that the correct investment approach is to 
continue to maintain a long investment horizon, and emphasize investments in 
structurally-advantaged companies that have the balance sheet strength to 
survive the recessionary conditions brought on by the virus, and the long-term 
growth prospects to eventually deliver growth in shareholder value.  We expect 
that stock prices are likely to discount an eventual economic recovery well in 
advance of the appearance of improving economic data. 
 

4. Valuation is difficult to assess given the sharp decline in corporate profits likely 
in 2020.  Our approach is to consider company-specific valuation within a 
longer-term context, assuming an eventual economic recovery, and a 
normalization of valuation metrics coincident with eventual economic 
recovery.  The recovery and normalization processes are likely to take several 
years, but we are confident that the linkage between stock prices and equity 
valuations has been temporarily, not permanently severed.  We believe that 
with the passage of time, stock prices will again appropriately reflect long-
term corporate equity intrinsic values. 
 

5. We believe equites offer attractive long-term implied forward returns from 
price and valuation levels at the end of the first quarter of 2020; but we also 
expect that the remainder of 2020 will be characterized by much higher than 
normal stock price volatility, given the magnitude of the economic damage 
inflicted on the global and U.S. economy, and the uncertainty inherent in the 
current environment:  the U.S. economy has never been brought to a full stop 
in the matter of a few weeks.  Gross Domestic Product (GDP) is likely to be 
sharply negative in the second quarter, and possibly through much or most of 
2020; we expect unemployment to spike, and that will negatively affect 
consumer spending, and create many negative second and third order effects. 
 

6. We will seek to use the volatility and sharp decline in equity prices to identify 
attractive opportunities to position capital in strong businesses for the next 
five and ten years.  The volatility creates opportunities, but the volatility also 
makes capitalizing on the opportunities very difficult to capture. 
 

7. Our emphasis remains on owning very high-quality businesses that have 
enduring structural advantage, attractive long-term growth prospects, that sell 
at sensible valuations, viewed from a long-term context. 
 

We believe that a long-term investment horizon is a powerful advantage for an 
investor.  Our investment process has always been decidedly long-term; we focus on 
identifying companies that we believe have a high probability of providing 
shareholders attractive growth in company value.  This long-term investment approach 
should be helpful as we work through what may be an extremely long and challenging 
time.  We will be relentless in our efforts to identify good opportunities to position 
capital well for the long run, and we will seek to be flexible to adjust to new 
information as the crisis unfolds. 
 
We appreciate your patience through what is likely to be one of the more difficult 
periods in American history, and we appreciate your trust in us to manage your capital 
well in the midst of the significant risks inherent in the economy and capital markets. 
 
 



We wish our shareholders the best of health as we move forward from here. 
 

 
                 Edson L. Bridges III, CFA 

                                       President and Chief Executive Officer 
 
 
Must be preceded or accompanied by a Prospectus. 
 
Earnings growth is not representative of the Fund’s future performance.  
 
Opinions expressed herein are those of Edson L. Bridges III and are subject to change. They are 
not guarantees and should not be considered investment advice. 
 
Mutual fund investing involves risk. Principal loss is possible. Small and medium 
capitalization companies tend to have limited liquidity and greater price volatility than 
large-capitalization companies. Investments in debt securities typically decrease in value 
when interest rates rise. This risk is usually greater for longer-term debt securities. The 
Fund invests in foreign securities which involve political, economic and currency risks, 
greater volatility and differences in accounting methods.  
 
The S&P 500 Index is a broadly based unmanaged composite of 500 stocks which is widely 
recognized as representative of price changes for the U.S. equity market in general. It is not 
possible to invest directly in an index.  
 
Fund holdings are subject to change and should not be considered a recommendation to buy or 
sell any security.   
 
The Bridges Investment Fund is distributed by Quasar Distributors, LLC. 
  
 


