YOUNG ENTERPRISE SHARES (YES) REVIEW
Third Quarter 2015

THE CHINA SYNDROME
PERFORMANCE COMMENTARY
In 1979, in Ventura California, the discovery and publication by the press of unusual mechanical
behavior in a nuclear power plant brought the government to action and the country to a state of
heightened anxiety. The possibility of a reactor meltdown and resulting air and water
contamination gripped the nation. Although physically impossible, fear escalated from reports
by “experts” that the nuclear core could melt down from Southern California through the center
of the earth “all the way to China.” The movie, The China Syndrome, received five Academy
Award nominations.
Conversely, today among financial reporters, economists, and investors the risks are in the
opposite direction; from the East to the West, from China to the US. There are numerous
(almost consensus) predictions that a pending “melt down” of the Chinese economy will
mushroom and contaminate the US economy. The audience for this doomsday script has been
vast and impressionable. One of its most notable proponents is William Buiter, Chief Economist
of Citigroup, whose recent pronouncements sent seismic tremors through the US securities
markets. Time will tell whether his screen play will receive the nomination for best fact or best
fiction.
During the third quarter, there were additional negative influences that resulted in a -6.2%
decline in the total return of the S&P 500 average; 1) the threat of a currency war sparked by
China’s modest devaluation of the renminbi, 2) uncertainty over Fed pronouncements and
policy, 3) the Volkswagen scandal, 4) Hillary Clinton’s protestation on excessive prescription
prices, 5) the refuge crisis in Europe, 6) spotty US economic data, and 7) extreme volatility in
the US equity market which resulted, in good part, from the “portfolio insurance” aspect of high
frequency trading.
Setbacks in the US markets were widespread during the quarter. The declines for the leading
averages for 3Q and YTD were: Dow Jones at -7.6% and -8.6%, S&P 500 at -6.2% and -5.3%,
Nasdaq at -7.4% and -2.5%.
The strongest (least weak) styles for the quarter were large capitalization growth at -5.3% and
the weakest was small capitalization growth at -13.3%. Large cap growth YTD was also best at
-1.5% with small cap value stocks the worst at -10.1%.
At the sector level, there was a very wide dispersion of returns. The best groups were
defensive in nature: Utilities at +5.4%, Consumer Staples at -0.2% and Consumer Discretionary
at -2.6%. Areas of greatest weakness were the economically sensitive: Energy at -17.4%,
Materials at -16.9%, with Heath Care down -10.7% due to politically motivated product pricing
proposals. YTD the winners were defensive areas: Consumer Discretionary at +4.1%,
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Consumer Staples at -1.0%, and Health Care at -2.1%. Losers were economically sensitive
groups: Energy at -21.3%, Materials at -16.5% and Industrials at -9.8%.

PORTFOLIO COMMENTARY
The third quarter was very challenging for smaller capitalization stocks with the NASDAQ 2000
Growth Index down -13.2%. Bucking the trend was Microvision (MVIS). It is a leader in laser
projection systems and its advances in robot applications moved the stock up +6.3%. Numerex
(NMRX), a provider of M2M enterprise solutions, rose +2.0% on positive guidance for fourth
quarter revenue and profit outlook. Solazyme (SYZM), a leader in biofuels, fell -17.2% with the
cross currents of slow adoption of its biofuels products and continued positive cash flow from its
skin care division. Maxwell Technologies (MXWL) outperformed the index with a decline of 9.2%. It is a leader in ultracapacitors, and while Chinese demand has been volatile, an award
from General Motors for US car models was encouraging. Osiris Therapeutics (OSIR)
continued to make progress with its regenerative tissue products and fell only -5.1%.
Given the big downdraft in many low priced health care issues, three of the portfolio’s holdings
suffered big percentage declines: Hansen Medical (HNSN), a manufacturer of medical robotic
products, (-58.9%), BioLase Technology (BIOL), a provider of medical dental lasers, (-48.3%)
and Sangamo BioSciences (SGMO), a biopharmaceutical company (-49.1%). Universal
Display (OLED), a supplier to the flat panel TV industry, fell -34.5% as the result of a weak
earnings report due to the softening of demand and inventory adjustments. Going forward, the
outlook is far more constructive. Qorvo (QRVO) provides radio frequency solutions to the
mobile device industry and as the result of concerns over the health of Chinese consumer
spending on Apple phone sales, the shares fell -43.9%.

PORTFOLIO ACTIVITY
There were no changes to the portfolio during the third quarter.

MARKET COMMENTARY
Since the commencement of the bull market in March of 2009, there have been numerous
corrections, with 2011’s being the most memorable. The reasons for these pullbacks, in
retrospect, were the economic or geopolitical crises de jours. In reality, they were caused by a
psychological disconnect between investors’ sense of perception and reality. The anxieties
were from fear of pending calamities, while the forces of common sense prevailed and Greece
did not bring down the EU and Ebola did not ravage the earth’s population. We have recently
experienced such a stock market event with the culprit this time being the Chinese economy.
The perceptions and realities are many:
Perception: As the result of economic weakness China devalued the renminbi risking a
currency war. Reality: The modest 1.9% devaluation was in response to China’s desire to gain
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special drawing rights status from the IMF. A more flexible foreign exchange policy, decoupled
from the US dollar, is required.
Perception: China’s economic statistics are manipulated and misleading. Reality: While there
is no way to disprove this assumption, one should note that due to the US’s methodology in
collecting GDP data, its accuracy is equally unreliable.
Perception: China’s growth is slowing dramatically and the government has lost control of the
economy. Reality: Deceleration is inevitable just due to the size of its GDP. Demographics
and tepid export markets pose additional headwinds. The government’s economic plan calls for
a transition from a manufacturing/export based model to a more balanced system with greater
domestic consumption. The current disappointing GDP statistics are based on China’s old
industrial economy and do not yet give sufficient weight to retail/service sectors which include
rapid growth in movie box office receipts, credit card activity, mobile phone usage, airline traffic, etc.
Perception: Volatility in the Chinese stock market will have a negative impact on consumer
confidence. Reality: The Chinese public, unlike the US, has very limited participation in its
equity market.
Perception: China’s internal credit markets are in a “bubble” and at risk of bursting. Reality:
With almost $4 trillion of foreign reserves and incoming monies from a positive trade account,
China has significant financial flexibility.
Perception: The combination of political oppression and slowing economic growth has brought
the populace to near civil unrest. Realty: China has one of the fastest growing middle classes
and wage growth has been meaningful. These historically have not been the precursors of
political upheaval.
Perception: China’s form of “centralized” government is ill suited for sustained economic
growth. Reality: The Chinese economic model, while in transition, has proven to be
meaningfully more decisive and effective than its counterparts in the US, EU and Japan.
The recent correction in the Chinese stock market sent a signal to investors that the end is near
in the economy. However, is current psychology overriding a more likely positive outcome?
Two “securities” are shown below that have similar characteristics: they have much growth
faster than their competitors, fortress balance sheets with vast cash reserves, abundant free
cash flow, reasonable valuations and decisive managements.
Which line below depicts the current Chinese stock market? Which is Apple’s performance
ending in 2012? Can we be so sure that stock market corrections tell us anything about the future?
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While the perceptions and realities are not as black and white as expressed, on balance China
has greater financial flexibility and political decisiveness than most of its global competitors.
The likelihood of an economic “meltdown” is minimal and Citigroup economist Buiter’s
nomination will win a prize for best fiction.
China’s challenges, while real, are surmountable and should not pose a meaningful threat to US
investors. We maintain our belief that the US economy continues to improve (albeit not at a rate
we wish for) and that there are still opportunities for investors in the US equity markets.







DISCLOSURES:
Princeton Capital Management, Inc., ("Princeton") is an independent investment management firm established in 1988. Princeton is
registered with the U.S. Securities and Exchange Commission and based in Princeton, NJ.
The Young Enterprise Shares (YES) composite was created on January 1, 1993, representing actual separately managed
taxable and tax-exempt equity client portfolios managed according to Princeton's YES strategy on a discretionary basis primarily
in the equities of smaller-capitalization growth companies without client restrictions for the period(s) indicated.
Performance results are calculated internally using Advent portfolio accounting software. Accounts are included in each composite
and its performance at the beginning of the first full calendar month in which the account is fully reflective of the investment strategy.
Performance and index valuations and calculations include cash and cash equivalents and also include the reinvestment of all
income and are computed and stated in US dollars. All performance figures for periods one year and greater are annualized.
Returns are weighted for the size of each underlying account. Gross returns are reported gross of management fees and net of
commissions. Net returns are reported net of management fees and commissions. A client's return will be reduced by our advisory
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fees and other expenses a client may incur in the management of the client's portfolio. Our advisory fees are disclosed in our Form
ADV 2A. Also, there is a compounding effect of advisory fees over time on the value of a client's portfolio. As an example, the
deduction of investment management fees would reduce the annualized return for the five years ended December 2013 from 22.0%
to 20.4%. Actual investment advisory fees incurred by clients may vary.
The S&P 500 Index is an unmanaged index generally considered to be representative of the US stock market as a whole. The
Russell Microcap Growth Index is an unmanaged index that measures the performance of the microcap growth segment of the US
equity universe. These indices are unmanaged and include the reinvestment of dividends and earnings. Inclusion of index
information is not intended to suggest that its performance is equivalent or similar to that of the historical investments whose returns
are presented or that investment with our firm is an absolute alternative to investments in the index (if such investment were
possible). Investors should be aware that the referenced benchmark funds may have a different composition, volatility, risk,
investment philosophy, holding times, and/or other investment-related factors that may affect the benchmark funds’ ultimate
performance results. Therefore, an investor’s individual results may vary significantly from the benchmark’s performance.
Performance results, and advisory fees, for individual client portfolios will vary due to the timing of investments,
additions/withdrawals of funds, diversification guidelines, length of relationship, and size of positions, among other reasons. Past
performance is not necessarily indicative of future returns and the value of investments and the income derived from them can go
down as well as up. Future returns are not guaranteed and a loss of principal may occur. Views regarding the economy, securities
markets or other specialized areas, like all predictors of future events, cannot be guaranteed to be accurate and may also result in
economic loss to the investor. For additional information about the performance of the composite or our current fee schedules,
please contact Princeton Capital Management.
Any securities listed in this material do not represent all the investments purchased, sold or recommended for client accounts by our
Firm and may only be a representative list. Our investments and recommendations may and do change from time to time or at any
time. Individual portfolios may have different characteristics due to a portfolio’s start date, particular client needs, portfolio manager
preferences, or other factors. The securities listed have been selected on an objective and non-performance based criteria. One
should not assume that an investment in any of the listed securities was or will be profitable or equal the performance of the
securities listed. Princeton offers to provide a list of all recommendations for the prior one year period on request.
The stocks named as the top or bottom contributors to performance for the period are based on a model portfolio structured to
represent the YES composite. Further detail on the contribution to performance calculation, which takes into consideration the
weighting of every holding in the representative account, as well as a list showing every holding’s contribution to performance for the
period, is available by contacting Princeton Capital Management at info@pcminvest.com
Princeton Capital Management claims compliance with the Global Investment Performance Standards (GIPS®).
A full GIPS compliant presentation and/or the Firm’s list of composite descriptions can be obtained by contacting the Firm at (609)
924-6867.
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