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Source: The Economist  

http://bairdinvestmentdigest.com/bid/default.aspx
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Source: Bloomberg, Robert Shiller 

Market’s Valuation from Shiller’s Reference  

http://bairdinvestmentdigest.com/bid/default.aspx
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Market’s Regular Forward P/E Ratio 

http://bairdinvestmentdigest.com/bid/default.aspx
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Source: Bloomberg, Lord Abbett, As of 1/21/14  

Modest Inflation Can Be Good for Equities 
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Source Bloomberg, Facset, Baird Research   

P/E Expansion Can Occur With Higher Rates 
(Since 1930) 
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The Wise Investor Group  

http://bairdinvestmentdigest.com/bid/default.aspx
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Source: Bloomberg  

M2 Money Supply At Trend 
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http://bairdinvestmentdigest.com/bid/default.aspx
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Money Measure Have Little Economic Effect 
(Velocity of Money: GDP/M2 Money Supply) 

The Wise Investor Group  

Source: Federal Reserve Bank of St. Louis 

http://bairdinvestmentdigest.com/bid/default.aspx
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U.S. Bank Excess Reserves  
(Millions of Dollars) 

Source: Federal Reserve Bank of St. Louis 

http://bairdinvestmentdigest.com/bid/default.aspx
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Commercial & Industrial Loans 
(Billions of Dollars) 

Source: Federal Reserve Bank of St. Louis 

http://bairdinvestmentdigest.com/bid/default.aspx
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Source: Pew Research Center 

Income Disparity Widening 

http://bairdinvestmentdigest.com/bid/default.aspx
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Source: Pew Research Center 

Income Disparity On The Rise 

http://bairdinvestmentdigest.com/bid/default.aspx


13 

The Wise Investor Group  

Top World Petroleum Producers 

http://bairdinvestmentdigest.com/bid/default.aspx
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The Impact of Lower Oil Prices 

http://bairdinvestmentdigest.com/bid/default.aspx
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Source: Bloomberg 

U.S. Company Profit Margins 
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U.S. Company Profit Margins vs. Wages 

http://bairdinvestmentdigest.com/bid/default.aspx
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Source: Bloomberg  

Modest Wage Growth 
(6-Month Annualized Change In Private Sector Wages) 
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Source: Bloomberg, Baird, Credit Suisse 

U.S. Margins Peak After Wages Rise 

Peak in U.S. Margin U.S. Hourly Wage 
Growth, YoY 

Trough in Wage 
Growth  

Lag (Months) 

Jun – 84 3.5% Aug – 83 10 

Dec – 86 3.5% Dec – 86 24 

Sep – 97 3.9% Mar – 96 18 

Sep – 06 4.1% Feb - 04 31 

Average 3.7% 21 

Current 2.0% 

http://bairdinvestmentdigest.com/bid/default.aspx
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Source: FactSet as of 11/1/14 

S&P 500 Index Q4 2014 EPS Estimates 

http://bairdinvestmentdigest.com/bid/default.aspx
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S&P 500 Index FY2015 EPS Estimates 
The Wise Investor Group  

Source: FactSet as of 11/1//14 

http://bairdinvestmentdigest.com/bid/default.aspx
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Historical Perspective on Interest Rates 
(U.S. 10-Year Treasury Yield) 
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http://bairdinvestmentdigest.com/bid/default.aspx
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Last

Trend

U.S. Real GDP Growth vs. Trend 

Source: Bloomberg 

http://bairdinvestmentdigest.com/bid/default.aspx
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The Wise Investor Group  

U.S. Bank Excess Reserves  
(Millions of Dollars) 

Source: Federal Reserve Bank of St. Louis 

http://bairdinvestmentdigest.com/bid/default.aspx
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U.S. Commercial Bank Loan Charge-Offs 

Source: Federal Reserve Bank of Philadelphia 

http://bairdinvestmentdigest.com/bid/default.aspx
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Stronger Demand for Consumer Loans… 
(Net % of Banks Reporting Stronger Demand for Consumer Loans, ex- Credit Cards & Auto) 

Source: Federal Reserve Bank of Philadelphia 

http://bairdinvestmentdigest.com/bid/default.aspx
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The Wise Investor Group  

http://bairdinvestmentdigest.com/bid/default.aspx
http://content.time.com/time/magazine/0,9263,7601120123,00.html
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The Wise Investor Group  

Berkshire’s Performance vs. S&P 500 Index 

1965 ………………………. 23.8 10 13.8 
1966 ………………………. 20.3 -11.7 32 
1967 ………………………. 11 30.9 -19.9 
1968 ………………………. 19 11 8 
1969 ………………………. 16.2 -8.4 24.6 
1970 ………………………. 12 3.9 8.1 
1971 ………………………. 16.4 14.6 1.8 
1972 ………………………. 21.7 18.9 2.8 
1973 ………………………. 4.7 -14.8 19.5 
1974 ………………………. 5.5 -26.4 31.9 
1975 ………………………. 21.9 37.2 -15.3 
1976 ………………………. 59.3 23.6 35.7 
1977 ………………………. 31.9 -7.4 39.3 
1978 ………………………. 24 6.4 17.6 
1979 ………………………. 35.7 18.2 17.5 
1980 ………………………. 19.3 32.3 -13 
1981 ………………………. 31.4 -5 36.4 
1982 ………………………. 40 21.4 18.6 
1983 ………………………. 32.3 22.4 9.9 
1984 ………………………. 13.6 6.1 7.5 
1985 ………………………. 48.2 31.6 16.6 
1986 ………………………. 26.1 18.6 7.5 
1987 ………………………. 19.5 5.1 14.4 
1988 ………………………. 20.1 16.6 3.5 
1989 ………………………. 44.4 31.7 12.7 
1990 ………………………. 7.4 -3.1 10.5 
1991 ………………………. 39.6 30.5 9.1 
1992 ………………………. 20.3 7.6 12.7 
1993 ………………………. 14.3 10.1 4.2 
1994 ………………………. 13.9 1.3 12.6 
1995 ………………………. 43.1 37.6 5.5 
1996 ………………………. 31.8 23 8.8 
1997 ………………………. 34.1 33.4 0.7 
1998 ………………………. 48.3 28.6 19.7 
1999 ………………………. 0.5 21 -20.5 
2000 ………………………. 6.5 -9.1 15.6 
2001 ………………………. -6.2 -11.9 5.2 
2002 ………………………. 10 -22.1 32.1 
2003 ………………………. 21 28.7 -7.7 
2004 ………………………. 10.5 10.9 -0.4 
2005 ………………………. 6.4 4.9 1.5 
2006 ………………………. 18.4 15.8 2.6 
2007 ………………………. 11 5.5 5.5 
2008 ………………………. -9.6 -37 27.4 
2009 ………………………. 19.8 26.5 -6.7 
2010 ………………………. 13 15.1 -2.1 
2011 ………………………. 4.6 2.1 2.5 
2012 ………………………. 14.4 16 -1.6 
2013 ………………………….. 18.2 32.4 -14.2 

In Per-Share 
Book Value 
of Berkshire  
        (1) 

In S&P 500 with 
Dividends 
Included 
       (2) 

Relative 
 Results 

    (1) -  (2) 

Annual Percentage Change 

Compounded Annual Gain : 1965 – 2013 
 

Berkshire 19.7% 
S&P 500 9.8% 

 
Overall Gain – 1964 – 2013 
 

Berkshire 693,518% 
S&P 500 9,841% 

Berkshire’s 
performance 

was 70x greater 
than the S&P 

500 Index 

Source: Berkshire Hathaway’s 2012 10-k 

http://bairdinvestmentdigest.com/bid/default.aspx
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Berkshire’s Float & Insurance Metrics 

Year Float ($ Million) 

1970 $39 

1980 $237 

1990 $1,632 

2000 $27,871 

2010 $65,832 

2012 $73,125 

2013 $77,240 

Source: Berkshire Hathaway’s 2012 10-k, 2013 10-Q 

Insurance 
Subsidiaries   

GEICO 
General Re 

Berkshire Hathaway Assurance Co. 
National Fire & Marine Insurance Co. 

Columbia Insurance Co. 
National Indemnity 

Combined Ratio 
GEICO…..~ 93.5% 
General Re…. ~ 95.6% 

http://bairdinvestmentdigest.com/bid/default.aspx
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Berkshire’s Operating Companies 

Source: Berkshire Hathaway’s 2012 10-k 

http://bairdinvestmentdigest.com/bid/default.aspx
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=-LRRncQEY6IPjM&tbnid=i5JS3IHLx0aewM:&ved=0CAUQjRw&url=http://scalewestrails.blogspot.com/2011_03_01_archive.html&ei=b77WUuO3No2A2QWj9oG4AQ&bvm=bv.59378465,d.b2I&psig=AFQjCNFPP47vTSYfmJs190DtO0x2-3dB9g&ust=1389891538784868
http://www.pamperedchef.com/
http://www.sees.com/
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Berkshire’s Public Investment Portfolio 
 

Source: Berkshire Hathaway’s 2013 10-Q 

http://bairdinvestmentdigest.com/bid/default.aspx
http://en.wikipedia.org/wiki/File:Coca-Cola_logo.svg
http://www.walmart.com/
https://www.usbank.com/
http://en.wikipedia.org/wiki/File:Procter_&_Gamble_logo_2013.png
/upload.wikimedia.org/wikipedia/en/4/4c/Phillips66-Logo.svg
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Source: Wellsfargo.com 

http://bairdinvestmentdigest.com/bid/default.aspx
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Wells Fargo National Reach 
The Wise Investor Group  

http://bairdinvestmentdigest.com/bid/default.aspx
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Wells Fargo by Market - Cap 

Source: Bloomberg 11/13/14 
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http://bairdinvestmentdigest.com/bid/default.aspx
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Wells Fargo by Return On Assets 

Source: Bloomberg , TTM As of 11/13/14 
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Net Charge-Offs 
(As a % of  Average Loans) 

Source: Bloomberg, Value Line, As of 11/13/14 
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BAC ..…. 0.86% 

http://bairdinvestmentdigest.com/bid/default.aspx
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The Wise Investor Group  
Wells Fargo (WFC) 

(1997 – Present) 

Source: Bloomberg, Value Line, As of 11/14/14 

$53.25 2.62% 

http://bairdinvestmentdigest.com/bid/default.aspx
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The Wise Investor Group  
Wells Fargo (WFC) 

Source: Bloomberg, Value Line, As of 11/14/14 

http://bairdinvestmentdigest.com/bid/default.aspx
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The Wise Investor Group  

http://bairdinvestmentdigest.com/bid/default.aspx
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Met Life’s Income Portfolio 

Corporate Debt, 
28.0% 

U.S. Gov't & 
Agency Securities , 

9.0% 

Non-U.S. Gov't 
Securities, 10.8% 

State & Muni 
Securities, 2.8% 

Public Utility 
Debt, 6.0% 

CMBS, 3.6% 

RMBS, 7.0% 

Other ABS, 3.0% 

Cash & 
Equivalents, 3.0% 

Other Short-term 
Investments, 3.2% 

Mortgage Loans, 
10.7% 

Equities, 0.5% 

Real Estate 
Investments, 1.9% 

Policy Loans, 2.2% 
Securities Not 

Classified, 8.3% 

$532.8 billion portfolio with an average duration of  8 years 

Analyst estimates 
suggest a 100 bps rise in 
the U.S. 10 year Treasury 

could be accretive to 
Met Life’s earnings by 
$0.20 per share.  Over 
time, earnings could  

continue to improve if  
investments are made in 

higher yielding 
securities. 

Source: Bloomberg, Baird, SNL, As of 1/14/14 

http://bairdinvestmentdigest.com/bid/default.aspx
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Met Life’s Revenue Breakdown 

Source: Bloomberg, 1/23/14 

76% 

19% 

5% 

The Americas
Asia
EMEA

http://bairdinvestmentdigest.com/bid/default.aspx
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Historical View on Life Insurers 
(Price-to-Book Value less AOCI) 

Source: Bloomberg, JP Morgan, 1/14/14 

http://bairdinvestmentdigest.com/bid/default.aspx
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The Wise Investor Group  

Historical View on Met Life 
(Price-to-Book Value less AOCI) 

Source: Bloomberg, As of 11/13/14 

http://bairdinvestmentdigest.com/bid/default.aspx
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The Wise Investor Group  
Met Life (MET) 

(1997 – Present) 

Source: Bloomberg, Value Line, As of 1/23/14 
Source: Bloomberg, Value Line, As of 11/14/14 

$54.41 2.56% 

http://bairdinvestmentdigest.com/bid/default.aspx
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The Wise Investor Group  
Met Life (MET) 

Source: Bloomberg, Value Line, As of 11/14/14 

http://bairdinvestmentdigest.com/bid/default.aspx


The Wise Investor Group  

“Apple is rotten to its core…” 

“IBM miss highlights divergence between Old Tech and New Tech” 

“Apple sentiment remains poor as investors were quick to pooh-pooh 
better than expected iPhone units.” 

“Cisco highlights the vulnerability of  legacy Tech, regardless of  valuation 
and cash position…” 

Negative Headlines 

http://bairdinvestmentdigest.com/bid/default.aspx
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Balance Sheet Strength  
(Russell 1000 Index- Long Term Debt-to-Capital- Weighted Average) 

Source: Bloomberg, Artisan Partners, As of FY 2013 
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The Wise Investor Group  

Return on Capital 
(S&P 500 Index vs. Selected Tech Stocks) 

Source: Bloomberg,  Trailing Twelve Month, Quarterly 
Data, As of 1/23/14 
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The Wise Investor Group  

Return on Equity 
(S&P 500 Index vs. Selected Tech Stocks) 

Source: Bloomberg, As of FY2013 
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Cisco Systems (CSCO) 

(1997 – Present) 

Source: Bloomberg, Value Line, As of 11/14/14 

$25.95 3.00% 

http://bairdinvestmentdigest.com/bid/default.aspx
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The Wise Investor Group  
Cisco Systems (CSCO) 

Source: Bloomberg, Value Line, As of 11/14/14 

http://bairdinvestmentdigest.com/bid/default.aspx
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The Wise Investor Group  
Apple Inc. (AAPL) 

(1997 – Present) 

Source: Bloomberg, Value Line, As of 11/14/14 

$113.75 1.65% 

http://bairdinvestmentdigest.com/bid/default.aspx
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The Wise Investor Group  
Apple Inc. (AAPL) 

Source: Bloomberg, Value Line, As of 11/14/14 

http://bairdinvestmentdigest.com/bid/default.aspx
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Putting Apple’s Cash Position in Perspective 

Source: Bloomberg, Apple’s 2014 10-k, As of 11/14/14 

$128 bln 

$12 bln 

$60.6 bln 

$23.6 bln 

$58.7 bln 

$95 bln 

$28.2 bln $7.9 bln 

$4.1 bln 
$11 bln 

or or 

Apple Cash of $155.239 billion  could own: 

http://bairdinvestmentdigest.com/bid/default.aspx
http://www.kohls.com/
http://cardinalhealth.com/
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=pheW8e4R6to1LM&tbnid=df183ikFiUiobM:&ved=0CAUQjRw&url=http://nmpsia.com/ExpressScripts.html&ei=8v7WUqi9Naie2QWj2ICYBg&bvm=bv.59378465,d.b2I&psig=AFQjCNE-4E_WnCtzue9NsnpqRd2vlAyXnw&ust=1389908073083552
http://www.express-scripts.com/
http://www.google.com/url?sa=i&source=images&cd=&cad=rja&docid=qeq4Kt6GPAbyQM&tbnid=SNXawjxpqHAHDM:&ved=0CAgQjRw&url=http://www.goveda.org/&ei=pf_WUqKfJeezsQTDvIDICQ&psig=AFQjCNH9cEfL4_1p_iOtG0GsXJFpfhe7VQ&ust=1389908261667987
http://www.google.com/url?sa=i&source=images&cd=&cad=rja&docid=GSa4c1TOF3bj7M&tbnid=VjRXIhKxJxA1tM:&ved=0CAgQjRw&url=http://deluxegourmet.net/current-pending-retailers/09f27377-2/&ei=y__WUqfuLqevsATd8oHAAg&psig=AFQjCNGXW02G_9cfJ8zkdX2m-IJgXlsT9g&ust=1389908299817858
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=1uH_JytPmV6a1M&tbnid=VQ01_F7eNrYJmM:&ved=0CAUQjRw&url=http://www.govconwire.com/2013/10/leidos-to-take-over-connecticut-biomass-project-john-jumper-comments/&ei=GgDXUuWdIOHX2QX4hoDoDA&bvm=bv.59378465,d.b2I&psig=AFQjCNFPTAdJ-SVq2GsOUHOdrdHWiooknQ&ust=1389908376044273
http://www.govconwire.com/wp-content/uploads/2013/08/LeidosLogo.jpg
http://www.dollartree.com/home.jsp
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Geographic Revenue Segmentation 

Source: Bloomberg, As of FY2013 

Americas, 
37% 

Europe, 
22% 

Asia 
Pacific, 

21% 

Retail, 
12% 

Japan, 
8% 

Apple (AAPL) 

United 
States & 
Canada, 

59% 

European 
Markets, 

25% 

Asia 
Pacific, 

16% 

Cisco (CSCO) 

http://bairdinvestmentdigest.com/bid/default.aspx
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Comparing Price-to-Earnings Ratios 
(Forward Ratios) 

Source: Bloomberg, As of 
11/13/14 
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Tech Sector Free Cash Flow Margins 

(Russell 1000 Index- Weighted Average) 

Source: Bloomberg, Artisan Partners, FY 2013 
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http://bairdinvestmentdigest.com/bid/default.aspx
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Dividend Growth Story? 

Source: Bloomberg, As of 11/13/14 
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http://bairdinvestmentdigest.com/bid/default.aspx
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EOG Resources (EOG) 

(1998 – Present) 

Source: Bloomberg, Value Line, As of 11/14/14 

$97.90 0.68% 

http://bairdinvestmentdigest.com/bid/default.aspx
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Source: Bloomberg, Value Line, As of 11/14/14 

EOG Resources (EOG) 
(1998 – Present) 

http://bairdinvestmentdigest.com/bid/default.aspx
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   | 65 

RW Baird Makes a market in the following securities from this presentation: 
Apple Inc (AAPL) 
Berkshire Hathaway “B” (BRK/B) 
Cisco Systems (CSCO) 
EOG Resources (EOG) 
Metlife (MET) 
Tronox Ltd (TROX) 
Wells Fargo (WFC) 

Nancy Popovich and Chase Hinderstein own shares of these companies  
in their personal and family’s portfolios. 


