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Market Review:
Through the first three quarters of 2018, it appeared as though the US equity market was headed for
another big year, as the S&P 500 was up over 10% to that point. However, the 4th quarter quickly erased
those gains, with the S&P 500 finishing down 13.5% for the quarter and the Russell 1000 Value down
11.7%. It was the worst quarterly performance in ten years, since the depths of the financial crisis in the
4th quarter of 2008. The month of October turned out to be the worst-performing month since September
2011, and after a modestly positive November, the market finished the year with its worst December since
1931. The full-year 2018 turned out to be the worst year for US equities since 2008, with the S&P 500
down 4.4% for the year, despite the index EPS on track to increase approximately 20% from 2017. 2018
also ended the streak of nine consecutive years of positive returns for the S&P 500, which tied the longest
streak in history since 1936.
On a sector basis, Energy was the worst performer, down 23.8%. The WTI oil benchmark, which began
the quarter at a nearly four-year high of $75 per barrel, declined 38% to $45 on concerns of excess
inventories in the midst of slowing global growth. Information Technology (-17.3%) was the next worst
performer. After being up 38% in 2017, then another 25% through the first three quarters of 2018,
Technology pulled back sharply as each component of the so-called FAANG index fell into bear market
territory. Industrials (-17.3%) and Consumer Discretionary (-16.4%) were the next worst performers.
Utilities (+1.4%) was the only sector to finish the quarter in positive territory, as it and other defensive
sectors, including Real Estate (-3.8%) and Consumer Staples (-5.2%) outperformed. Healthcare was the
best performing sector for the year (+6.5%), benefitted from its defense attributes and the perceived
alleviation of regulatory scrutiny over high drug prices.

Income and Options Summary:
In the representative account, the strategy yielded a sum of 7.3% income for the year, 3.5% of which was
paid by dividends and 3.8% by options premiums. Three companies of the 36 currently in the portfolio
declared dividend increases during the fourth quarter, at an average of 10.8%. At year end, 28 companies
have increased dividends at an average of 9.6%.
Increased volatility in 2018 improved options attractiveness and performance. During December, 17
positions were written, totaling 118 contracts; of these, only 10 were assigned, dropping the assignment
rate to 36% for the year. Premiums annualized a return of 17.5% and a called return of 63.2% during the
year; these numbers were even higher for the fourth quarter. One hundred and eighty-six call positions
were written in the account during the year, at an average of 2.48% out-of-the-money.
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Performance Analysis:
The investment trends which began mid-year, at the possible peak of the growth rally, continued
throughout the quarter, with the value style outperforming growth by more than 4 percent (Russell 1000
Value Index -11.7% versus -15.9% for The Russell 1000 Growth). This downside capture outperformance
was fueled by the same bond-proxy sectors (Real Estate, Utilities, Communication Services, and
Consumer Staples) that were sold off during the momentum growth rush of the first quarter correction.
The strategy exhibited even better downside capture results during the quarter, as the composite netted
-7.0%, compared with -10.8 for the S&P 500 Buy/Write Index (BXM) and -4.9 for SPDR Barclays High
Yield Bond ETF (JNK). Since the change in style preference last June, marked as the 13th, the
representative account has captured less than 16% of the downside of the S&P 500 Index (SPX).
Compared with sector performance of the S&P 500 Index during the 4th quarter, the strategy’s
Information Technology, Consumer Discretionary, and Communications Services sectors outperformed
the S&P 500 Index’s by more than 6.7%. The strategy underperformed in its Consumer Staples allocation.
Figure 1: Enhanced Equity Income Returns vs. Benchmark

SCCM Enhanced Equity Composite (gross)
SCCM Enhanced Equity Composite (net)
S&P 500 Buy-Write Index (BXM)
SPDR Barclays High Yield Bond ETF (JNK)
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*December 31, 2010. Performance for periods greater than 1 year is annualized.

Portfolio Changes:
Buys
A new position in Cardinal Health (CAH) was initiated in October, at an attractive, forward-looking P/E
multiple of 10.5x and a dividend yield of 3.7%. As one of three large healthcare distribution companies in
the country, we believe Cardinal stands to benefit from growing consumption of healthcare products by an
aging Baby Boomer generation. The company generates a very strong level of cash flow, most of which is
returned to shareholders with a steadily growing dividend as well as share repurchases. Headquartered in
Ohio, Cardinal also derives the full benefit of US tax reform.
Sells
Novo-Nordisk (NVO) was sold from the portfolio in November, due to the growing competition for
treating type-2 diabetes with the GLP-1 class of treatments. Further, price decreases continue to weigh on
other major product areas.
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Market Outtlook:
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Figure 2: S&P
S
500 Meedian Trailiing P/E By Q
Quintile

Source: Strateggas Research, 12/31/2018.
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Fuundamentallly, in our vieew, the prosp
pect for US equities in 22019 appearrs positive, suupported byy a mid- to
hiigh-single diigit year-oveer-year grow
wth in S&P 500
5 earningss, relatively attractive vaaluation mulltiples and
m
market sentim
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Disclosure: Schafer Cullen Capital Management (SCCM or the “Adviser”) is an independent investment advisor registered under
the Investment Advisers Act of 1940. This information should not be used as the primary basis for any investment decision nor
should it be considered as advice to meet your particular investment needs. The portfolio securities and sector weights may
change at any time at the discretion of the Adviser. It should not be assumed that any security transactions, holdings or sectors
discussed were or will be profitable, or that future recommendations or decisions will be profitable or equal the investment
performance discussed herein. Investing in equity securities is speculative and involves substantial risk.
Past performance is no guarantee of future results. Market conditions can vary widely over time and can result in a loss of
portfolio value. Individual account performance results will vary and will not match that of the composite or model. This variance
depends on factors such as market conditions at the time of investment, and / or investment restrictions imposed by a client
which may cause an account to either outperform or underperform the composite or model’s performance. A list of all
recommendations made by SCCM within the immediately preceding period of not less than one year is available upon request.
The strategy depicted in this report has been managed in accordance with the investment objectives of the strategy as
determined by the Adviser. The Adviser has selected benchmarks, which in their opinion closely resemble the style of the
securities held in the composite or model portfolio of the strategy (e.g. large cap value, small cap value, international, etc.). The
securities held in the composite or model are actively managed while the benchmark index is not. Investors should be aware
that the Adviser makes no attempt to match the portfolio securities, or the security weightings of the benchmark. The composite
or model’s performance will be affected greater by the price movements of individual securities as the composite or model is
more concentrated, generally less than 100 securities, while a comparative benchmark will generally have between 500 and
2,500 securities where individual security price movements have a lesser affect. An individual cannot invest directly in an index.
In the case where this report displays model results, please be aware that such results do not represent actual trading and that
results may not reflect the impact that material economic and market factors might have had on the Adviser's decision-making if
the Adviser were actually managing clients' money.
Model and actual results reflect the deduction of advisory fees, brokerage or other commissions, and any other expenses that a
client would have paid or actually paid (Net of Fee performance) and reflect the reinvestment of dividends and other earnings.
The Standard & Poor's 500 Buywrite Index is a benchmark index designed to track the performance of a hypothetical buywrite strategy on the S&P 500 Index. The SPDR Barclays High Yield Bond ETF seeks to provide investment results that,
before fees and expenses, correspond generally to the price and yield performance of the Barclays High Yield Very Liquid
Index. The Standard & Poor's 500 Index is the commonly used measure of the broad U.S. stock market.
Schafer Cullen Capital Management, Inc. makes no representation that the use of this material can in and of itself be used to
determine which securities to buy or sell, or when to buy or sell them; SCCM makes no representation, either directly or
indirectly, that any graph, chart, formula or other device being offered herein will assist any person in making their own decisions
as to which securities to buy, sell, or when to buy or sell them.
All opinions expressed constitute Schafer Cullen Capital Management’s judgment as of the date of this report and are subject to
change without notice.
Options are not suitable for all investors. Covered calls do not provide a guarantee of principal. Writing covered call options is
considered to be a conservative strategy to boost the income return of a portfolio of stocks. Covered Call writing limits the
upside profit potential of the underlying security. You will only gain the appreciation from your initial purchase price to the strike
price plus the premium received from selling the call option and any dividends declared during the duration of the option. You
give up any price gains above the strike price. Covered Calls have unlimited potential for downside loss. If the stock price goes
down, the call option will expire worthless and you can keep the premium. However, the value of your stock portfolio can
continue to decline. Options trading in general, involves high risk and you can lose a significant amount of money. Investing in
options or any other financial instruments involves high risk and may not be suitable for everyone. Assignment on a written call
is always possible. This strategy may incur higher costs relating to commissions charged for the execution of the covered calls.
Unless the investor uses the strategy in a “wrap” or no-commission account, a high level of commission charges using this
strategy may be incurred.
An investor holding shares with a low cost basis should consult his tax advisor about the tax ramifications of writing
calls on such shares. SCCM does not provide tax advice and nothing in this document should be regarded as tax
advice.
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