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Wall Street Trip 

 

On Friday, September 23rd, the Nittany Lion Fund, in conjunction with Wall Street Boot Camp 

and the Penn State Investment Association, traveled to New York City for its biannual Wall 

Street trip. The trip visited Perella Weinberg Partners on Fifth Avenue, J.P. Morgan on Park 

Ave, Morgan Stanley on 7th Avenue, and Citigroup on Greenwich Street. The students on the 

trip learned about the different firms, gained insight into the recruiting process and had the op-

portunity to network with full-time professionals at each bank. Below is a picture of the trips 

participants taken outside Perella Weinberg Partners.       
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Nittany Lion Fund Class Visits 

Throughout the month of September, the Nittany Lion Fund Managers had the opportunity to 

speak with several firms that visited class. On Friday, September 8th, Goldman Sachs visited and 

spoke with students regarding the changes in their recruiting process as well as tips on how to 

prepare. On Friday, September 16th, Bank of America Merill Lynch Sales & Trading visited and 

demonstrated their online trading platform for trading syndicated corporate loans. In addition, 

on Friday, Citigroup Financial Institutions Group visited and spoke with the students regarding 

opportunities within FIG and how the internship process to full-time worked within the group. 

The following Monday, September 19th, Lincoln International visited and spoke to students 

regarding the opportunities within the middle-market and took questions on the differences of 

the middle-market vs. the bulge bracket model. On Friday, September 30th, UBS visited and 

spoke about the internship to full-time progression as well as the opportunities and differences 

within the firm. During each of these visits, the students had the opportunity to ask questions 

throughout the presentations and network after class.  

https://upload.wikimedia.org/wikipedia/en/a/ab/UBS_Logo.svg
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Stock Pick of the Month 

 

 

Apache returned 28.51% for the month of September 
due to the announcement of an “immense” discovery 
along with increasing crude oil prices. On Wednesday, 
September 7, Apache Corp. announced that it had made 
an oil and natural-gas discovery in Alpine High, an un-
derdeveloped region of the Texas Permian basin in the 
U.S., that is expected to be the largest discovery of its 
kind in the past decade. The discovery in West Texas is 
estimated to hold approximately 3.00 bn bbls of oil and 
75.00 tn cft of natural gas. Chief Executive Officer, 
John Christmann, reported to investors that production 
will likely not begin until the second half of 2017, how-
ever, management has decided to increase the Compa-
ny's capital budget 11.00% y/y to approximately $2.00 
bn. Alpine High will now account for 25.00% of 2016's 
drilling budget. According to Christmann, the find is "an 
immense resource that we believe will deliver significant 
value for our shareholders for many years.“ Additionally, 
during the month of September, West Texas Intermedi-
ate (WTI) crude oil prices increased 10.26% to $48.24/
bbl after OPEC reached an agreement to implement a 
production cut in November, excluding Nigeria, Libya, 
and Iran. Speculation toward a reduction in the preva-
lent supply glut resulted in rallying crude oil prices, 
which directly benefits E&P companies such as Apache 
as it increases the price the Company can sell its oil for.  

 
 

Monthly Commentary 

September 2016 September 2016 

In September, the S&P 500 traded in a small band, opening the 
month at 2170 and closing out the month at 2168. As we ap-
proach the end of the year, the market became focused on the 
Federal Reserve’s trajectory with interest rates, OPEC’s deci-
sion, and the U.S. Presidential election. 
At its September meeting, the Federal Reserve decided to leave 
its policy interest rate unchanged and to await further economic 
data towards its goal, while hinting that an increase is still likely 
by year-end. The month was marked with Federal Reserve 
speakers, the two most notable being Eric Rosengren and Lael 
Brainard. Eric Rosengren warned of potential asset bubbles 
forming in the commercial real estate market if interest rates 
remained low. Lael Brainard, a noted dove, reiterated the dan-
gers of raising interest rates too fast. At the Jackson Hole Feder-
al Reserve meeting Janet Yellen discussed potential moves to 
other asset classes in quantitative easing programs for the future 
and reiterated the possibility of increasing the Federal Reserve’s 
internal inflation target. The Federal Reserve also lowered its 
expectations of 2016 GDP growth to 1.70% from 1.90%. 
Members of OPEC and non-OPEC nations met in Alergia dur-
ing the World Energy Forum to discuss how to balance supply 
and demand within the oil market. The month was filled with 
rumors regarding potential plans from different nations and oil 
ministers. However, the meeting ended with tentative talks on 
limiting production between 32.5 MM bbls/d to 33 MM bbls/d. 
While the details are scheduled to be discussed during a formal 
meeting in November, many analysts expect a high probability 
of the deal not coming to fruition due to lack of enforcement. 
The first U.S. Presidential debate took place during the month 
as early polling continues to indicate the Democratic nominee 
Hillary Clinton maintaining a lead over her rival, Republican 
nominee Donald Trump. During the month additional fears 
about Deutsche Bank continued to emerge. The European bank 
faces a $14.00 bn fee from U.S. regulators regarding the mis-
selling of mortgage securities. Additionally, the German Chan-
cellor, Angela Merkel, stated that Germany will not bail out 
Deutsche Bank even though it has a large global presence.  
As we approach the end of the year the market is increasingly 
focused on the outcome of the U.S. Presidential election and 
the year-end decision from the Federal Reserve regarding a po-
tential interest rate hike. The Federal Reserve indicated as many 
as four hikes earlier in the year and investors are waiting for the 
Federal Reserve given that an end of the year hike has been 
strongly hinted at.  
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Sector of the Month 

 

The Energy Sector returned 5.83% nominally for the 
month of September, representing a relative outper-
formance of 2.67%. The Energy Sector primarily out-
performed due to overweighting the Exploration & 
Production (E&P) subsector during a period of rally-
ing crude oil prices coupled with positive company 
specific news for Apache and EOG Resources. Dur-
ing the month of September, West Texas Intermediate 
(WTI) crude oil prices increased 10.26% to $48.24/
bbl after the Organization of Petroleum Exporting 
Countries (OPEC) reached an agreement to cut pro-
duction by approximately 200.00 k bbls/d, possibly 
reducing the industry's supply glut. The E&P subsec-
tor typically outperforms other subsectors within En-
ergy with higher crude oil prices as it immediately af-
fects the price that they are able to charge for crude 
oil. The Energy sector is overweight the E&P subsec-
tor with approximately 1.25% of active exposure in 
Apache and approximately 1.50% of active exposure 
in EOG Resources. Additionally, during the month of 
September, Apache made a discovery estimated to 
hold approximately 3.00 bn bbls of oil and 
75.00 tn cft of natural and EOG Resources made an 
acquisition of Yates expected to be immediately accre-
tive. EOG Resources will issue 26.06 MM shares 
worth $2.30 bn and pay $37.00 MM in cash to acquire 
Yates Petroleum Corporation, Abo Petroleum Corpo-
ration, MYCO Industries, Inc. and other entities 
which are collectively known as Yates. Yates is a pri-
vate crude oil and natural gas exploration and produc-
tion company with 1.60 MM net acres across the 
western United States. More specifically, the Company 
focuses its operations in the Permian's Delaware basin 
in Texas and in the Powder River basins in Montana 
and Wyoming. EOG Resources is expected to utilize 
its technology and capabilities to operate Yates' assets 
much more efficiently than they previously were.  

REITs join the S&P500 

September 2016 
Real Estate Investment Trusts, otherwise known as 
REITs, are companies that own and lease income-
producing real estate. Historically, REITs have always 
been classified as a sub-sector under the broader Finan-
cials sector within the S&P 500. For the first time, on 
September 16, 2016, the Global Industry Classification 
Standard (GICS) shifted gears and created an eleventh 
sector of the S&P 500 dedicated solely to Equity REITs. 
The creation of an individual sector acknowledges that 
real estate is viewed as a distinct asset class fundamentally 
different than other financial companies. As a result of 
this sector reclassification, a higher profile for REITs is 
anticipated to attract more capital to the sector as more 
investors seek exposure to this unique asset class. The 
REITs sector currently makes up approximately 3.15% of 
the S&P 500, and consists of twenty-eight different secu-
rities, among some of which are Residential REITs, Of-
fice REITs, Retail REITs, Data Center REITs, Healthcare 
REITs, Industrial REITs, Infrastructure REITs, Lodging 
REITs, and Self-Storage REITs. Currently, the Nittany 
Lion Fund’s REITs Sector holds AvalonBay Communi-
ties and Prologis. Moving forward, the Sector intends on 
moving into more defensive holdings within the bench-
mark in order to mitigate interest rate risk as REITs are 
inversely correlated to interest rates. This inverse correla-
tion is a result of REITs being required to pay out at least 
90.00% of their taxable income to investors in the form 
of a dividend, which allows them to be viewed as high-
yield investments. In the coming months, it will be inter-
esting to see how REITs will trade independent from the 
broader Financials sector.   



  

SECTOR SUMMARIES — Month Ended September 30th 

Consumer Discretionary returned (0.62%) nominally this 

month, a relative underperformance of 0.31%. The Sector’s 

best performing holding this month was Amazon.com, trad-

ing up 8.86% nominally. Amazon.com traded up after ana-

lysts at Cowen and Company reported that the percent of 

U.S. households with an Amazon Prime account could in-

crease to 50.00% from 44.00% by the end of 2016, expand-

ing the Company’s most profitable userbase. The Sector’s 

worst performing holding this month was Nike, returning 

(8.66%) nominally. Nike traded down after future orders 

missed expectations in the Company’s 1Q2017 earnings re-

port.  

Consumer Staples returned (1.87%) nominally this month, 

a relative underperformance of 0.41%. The Sector’s best per-

forming holding this month was the Procter & Gamble 

Company, trading up 2.79% nominally. The Company traded 

up due to positive sentiment leading up to the close of its 

deal with Coty that rid the Company of its specialty beauty 

business. The Sector’s worst performing holding this month 

was General Mills, returning (9.80%) nominally. The Compa-

ny traded down after reaffirming its key targets for FY2017, 

citing expectations for organic net sales growth below its full

-year FY2017 guidance range and adjusted diluted EPS be-

low the prior years level.  

Energy returned 5.83% nominally this month, a relative out-

performance of 2.67%. The Sector’s best performing holding 

this month was Apache, trading up 28.51% nominally. On 

September 7, Apache announced that it made an 

"immense" oil and natural-gas discovery in Alpine High esti-

mated to hold approximately 3.00 bn bbls of oil and 75.00 tn 

cft of natural gas. The Sector’s worst performing holding 

this month was Valero Energy, returning (6.52%) nominally. 

Valero traded down due to OPEC's agreement to cut pro-

duction raising the price of its feedstock as well as increasing 

gasoline inventories lowering the price of its refined product. 
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Financials returned (2.62%) nominally this month, a relative 

outperformance of 0.11%. The Sector’s best performing 

holding this month was S&P Global Inc., trading up 2.44% 

nominally. During the month, S&P Global announced that it 

reached an amicable settlement with A.M. Best Company 

regarding the copyright infringement lawsuit brought against 

SNL Financial, S&P Global's recently acquired business unit. 

The Sector’s worst performing holding this month was Wells 

Fargo & Co., returning (12.83%) nominally. During the 

month, Wells Fargo agreed to pay a $185.00 MM fine to re-

solve 2.00 MM deposit and credit-card accounts without 

customers' approval to satisfy aggressive sales targets and 

earn financial compensation.  

Healthcare returned (0.83%) nominally this month, a rela-

tive underperformance of 0.32%. The Sector’s best perform-

ing holding this month was Thermo Fisher Scientific, trading 

up 4.51% nominally. Thermo Fisher has outperformed due 

to the U.S. Senate’s vote to approve the Zika Funding Bill, 

further increasing demand for the Company’s analytical in-

struments. The Sector’s worst performing holding this 

month was Express Scripts, returning (2.98%) nominally. As 

a Pharmacy Benefit Manager (PBM), Express Scripts has 

been under scrutiny due to recent comments from pharma-

ceutical executives that companies in the PBM industry are 

at fault for increases in drug prices.  

Industrials  returned (0.59%) nominally this month, a rela-

tive underperformance of 0.48%. The Sector's best perform-

ing holding this month was FedEx, trading up 5.91% nomi-

nally. On Tuesday, September 20, the Company reported 

adjusted EPS of $2.90, beating consensus estimates of $2.78, 

on revenues of $14.70 bn, beating consensus estimates of 

$14.61 bn. The Sector's worst performing holding this 

month was General Electric, returning (5.19%) nominal-

ly. On Friday, September 23, S&P Global Ratings reduced 

September 2016 PAGE 5 
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SECTOR SUMMARIES — Month Ended September 30th 

General Electric's long-term corporate credit rating to AA- 

from AA+. While the statement noted that the Company's 

outlook remains stable, there are concerns that General Elec-

tric may need to add debt to support future acquisitions.   

Information Technology returned 3.82% nominally this 

month, a relative outperformance of 1.35%. The Sector’s 

best performing holding this month was Apple, trading up 

6.55% nominally. This performance was due to the Compa-

ny's record pre-sales that both T-Mobile and AT&T cited 

after the Company released its new iPhone 7 at its Keynote 

event. The Sector’s worst performing holding this month 

was Microsoft, trading up 0.24% nominally. This perfor-

mance was due to Microsoft Azure becoming the preferred 

cloud platform for Adobe Systems' Market Cloud, Creative 

Cloud, and Document Cloud products amongst other new 

partnerships and software enhancements.  

Materials returned (2.13%) nominally this month, a relative 

underperformance of 0.89%. The Sector’s best performing 

holding this month was Air Products and Chemicals, trading 

up 4.50% nominally. The Company was positively affected 

by bullish sentiment regarding its spinoff company, Versum 

Materials, which is expected to be approximately $1.00bn in 

size, with a focus on technology driven semiconductors. The 

Sector’s worst performing holding this month was Sherwin-

Williams, returning (2.48%) nominally. The Company's paint 

segment was adversely affected as US home sales reported 

declined growth of 7.60% m/m in August after reporting 

growth of 13.80% m/m in July.  

REITs returned 3.75% nominally this month, a relative out-

performance of 1.18%. The Sector’s best performing holding 

this month was AvalonBay Communities, trading up 1.62% 

nominally. AvalonBay Communities saw occupancy rise in 

most of its markets during the month of September, leading 

the Company to outperform. The Sector’s worst performing 

holding this month was Prologis, returning 0.81% nominally. 

During the past month, the yield on the Ten Year U.S. 

Treasury Note has increased 18 basis points, negatively af-

fecting Prologis’ performance as REITs are inversely corre-

lated to interest rates.  

Telecommunications returned (0.08%) nominally this 

month, a relative outperformance of 0.86%. The Sector’s 

best performing holding this month was SBA Communica-

tions, trading up 3.10% nominally. The tower leasing Com-

pany's business model, which is similar to that of a REIT, led 

to outperformance throughout the sustained low interest rate 

environment, boosted by carrier tower demand. The Sector’s 

worst performing holding this month was Verizon Commu-

nications, returning (0.67%) nominally. The Company's 

pending acquisition of Yahoo led to investor concerns after 

Yahoo announced a 2014 network breach, with the number 

of accounts affected reaching up to 1.00 bn.  

Utilities returned 0.04% nominally this month, a relative 

underperformance of 0.35%. The Sector’s best performing 

holding this month was NextEra Energy, trading up 1.14% 

nominally. On Friday, September 9, NextEra Energy reached 

a definitive agreement to acquire 100.00% of Energy Future 

Holding’s equity along with its 80.00% of its stake in Oncor 

Electric, for a total deal value of roughly $18.40 bn. The Sec-

tor’s worst performing holding this month was Entergy Cor-

poration, returning (1.88%) nominally. On Wednesday, Sep-

tember 7, Entergy Corporation made the decision to shut 

down its Pilgrim Nuclear Power Station for the second time 

in almost three weeks after water levels in the reactor’s pres-

sure vessel began to fluctuate, which nearly triggered an au-

tomatic shut down. 
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CURRENT HOLDINGS 
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PERFORMANCE 

SECTOR ANALYSIS 

PORTFOLIO OVERVIEW 

KEY STATISTICS 

Year Beginning Portfolio Value $6,992,363.60

Month Beginning Portfolio Value $7,342,213.54

Month Close Portfolio Value $7,370,991.66

Cash Balance $383,691.62

Current Holding Ticker Purchase Date Purchase Price

Price as of 8/31/16 

or Purchase

Price as of 

9/30/16 Monthly Return

Amazon.com Inc AMZN 2/19/2016 $531.92 $769.16 $837.31 8.86%

Carnival Corp CCL 5/16/2016 $50.02 $47.80 $48.82 2.13%

Comcast Corp CMCSA 6/15/2015 $57.65 $65.26 $66.34 1.65%

Hanesbrands Inc HBI 9/30/2016 $25.28 $25.28 $25.25 -0.11%

The Home Depot Inc. HD 12/21/2015 $130.46 $134.12 $128.68 -4.06%

Lithia Motors Inc LAD 9/26/2016 $90.22 $90.22 $95.52 5.87%

Mohawk Industries Inc MHK 5/2/2016 $195.74 $212.78 $200.34 -5.85%

NIKE Inc NKE 3/10/2015 $48.37 $57.64 $52.65 -8.66%

Starbucks Corp SBUX 5/20/2016 $54.95 $56.23 $54.14 -3.72%

Walt Disney Co/The DIS 4/13/2012 $41.85 $94.46 $92.86 -1.69%

Costco Wholesale Corp COST 7/18/2016 $167.07 $162.09 $152.51 -5.91%

Dr Pepper Snapple Group Inc DPS 7/28/2016 $97.95 $93.70 $91.31 -2.55%

General Mills Inc GIS 7/26/2016 $71.78 $70.82 $63.88 -9.80%

Kraft Heinz Co/The KHC 3/9/2016 $76.93 $89.49 $89.51 0.02%

PepsiCo Inc PEP 11/4/2015 $100.71 $106.75 $108.77 1.89%

Procter & Gamble Co/The PG 2/28/2014 $78.59 $87.31 $89.75 2.79%

Reynolds American Inc RAI 10/16/2013 $25.46 $49.57 $47.15 -4.88%

Wal-Mart Stores Inc WMT 12/7/2015 $60.44 $71.44 $72.12 0.95%

Apache Corp APA 4/5/2016 $47.48 $49.70 $63.87 28.51%

Chevron Corp CVX 3/31/2016 $95.57 $100.58 $102.92 2.33%

EOG Resources Inc EOG 11/11/2014 $98.57 $88.49 $96.71 9.29%

Exxon Mobil Corp XOM 9/13/2011 $71.55 $87.14 $87.28 0.16%

Schlumberger Ltd SLB 2/10/2016 $68.32 $79.00 $78.64 -0.46%

Valero Energy Corp VLO 9/15/2016 $56.70 $56.70 $53.00 -6.52%

Allstate Corp ALL 3/11/2013 $49.11 $68.96 $69.18 0.32%

American International Group I AIG 3/26/2015 $54.27 $59.83 $59.34 -0.82%

BlackRock Inc BLK 3/16/2015 $373.77 $372.81 $362.46 -2.78%

Goldman Sachs Group Inc/The GS 5/30/2012 $94.88 $169.46 $161.27 -4.83%

JPMorgan Chase & Co JPM 2/18/2014 $58.55 $67.50 $66.59 -1.35%

S&P Global Inc SPGI 4/14/2016 $100.29 $123.54 $126.56 2.44%

Wells Fargo & Co WFC 7/9/2010 $29.41 $50.80 $44.28 -12.83%

Abbott Laboratories ABT 4/15/2016 $43.25 $42.02 $42.29 0.64%

Allergan plc AGN 6/16/2016 $236.74 $234.54 $230.31 -1.80%

Amgen Inc AMGN 2/23/2016 $147.98 $170.06 $166.81 -1.91%

Express Scripts Holding Co ESRX 12/21/2015 $86.94 $72.70 $70.53 -2.98%

Laboratory Corp of America Hol LH 9/19/2016 $134.93 $134.93 $137.48 1.89%

Pfizer Inc PFE 8/13/2015 $35.41 $34.80 $33.87 -2.67%

Thermo Fisher Scientific Inc TMO 4/2/2015 $133.15 $152.19 $159.06 4.51%

Zoetis Inc ZTS 9/19/2016 $50.54 $50.54 $52.01 2.91%

FedEx Corp FDX 4/28/2014 $134.93 $164.93 $174.68 5.91%

General Electric Co GE 12/14/2011 $16.68 $31.24 $29.62 -5.19%

Masco Corp MAS 10/28/2015 $29.00 $35.48 $34.31 -3.30%

Northrop Grumman Corp NOC 1/26/2015 $155.30 $212.07 $213.95 0.89%

Orbital ATK Inc OA 7/15/2016 $85.62 $75.43 $76.23 1.06%

United Rentals Inc URI 4/4/2016 $59.61 $82.31 $78.49 -4.64%

Accenture PLC ACN 2/4/2016 $102.38 $115.00 $122.17 6.23%

Alphabet Inc GOOGL 2/12/2007 $260.91 $789.85 $804.06 1.80%

Apple Inc AAPL 9/8/2011 $60.94 $106.10 $113.05 6.55%

Facebook Inc FB 10/28/2014 $80.10 $126.12 $128.27 1.70%

Microsoft Corp MSFT 3/2/2015 $43.74 $57.46 $57.60 0.24%

New Relic Inc NEWR 7/15/2016 $32.01 $36.70 $38.32 4.41%

Texas Instruments Inc TXN 3/30/2015 $57.87 $69.54 $70.18 0.92%

Air Products & Chemicals Inc APD 7/15/2016 $149.33 $143.87 $150.34 4.50%

CF Industries Holdings Inc CF 9/29/2016 $24.40 $24.40 $24.35 -0.18%

International Paper Co IP 6/6/2016 $43.06 $48.49 $47.98 -1.05%

Sherwin-Williams Co/The SHW 11/2/2015 $270.53 $283.71 $276.66 -2.48%

AvalonBay Communities Inc AVB 2/10/2016 $164.45 $175.01 $177.84 1.62%

Prologis Inc PLD 1/2/2014 $36.80 $53.11 $53.54 0.81%

AT&T Inc T 9/20/2011 $29.14 $40.88 $40.61 -0.66%

SBA Communications Corp SBAC 9/15/2016 $108.79 $108.79 $112.16 3.10%

Verizon Communications Inc VZ 5/1/2009 $30.29 $52.33 $51.98 -0.67%

Dominion Resources Inc/VA D 6/9/2011 $48.66 $74.16 $74.27 0.15%

Entergy Corp ETR 3/21/2016 $78.41 $78.20 $76.73 -1.88%

NextEra Energy Inc NEE 4/27/2012 $64.34 $120.94 $122.32 1.14%

WEC Energy Group Inc WEC 5/21/2009 $18.53 $59.88 $59.88 0.00%

Performance Monthly YTD Inception

Nittany Lion Fund 0.80% 5.84% 5.95%

S&P 500 Index 0.22% 8.06% 7.32%

NLF vs. S&P 500 0.57% (2.05%) (1.27%)

Key Statistics NLF

Portfolio Beta  1.01

Sharpe Ratio 1.06

Volatility (26 week) 9.84%

Weighted Ave. Market Value $153.06 bn

P/E (NTM) 18.60x

YTD Turnover Ratio 40.94%

Annualized Dividend Yield 1.91%

Sector Analysis Monthly S&P Relative

Consumer Discretionary (0.62%) (0.31%) (0.31%)

Consumer Staples (1.87%) (1.46%) (0.41%)

Energy 5.83% 3.08% 2.67%

Financials (2.62%) (2.72%) 0.11%

Healthcare (0.83%) (0.51%) (0.32%)

Industrials (0.59%) (0.11%) (0.48%)

Information Technology 3.82% 2.44% 1.35%

Materials (2.13%) (1.25%) (0.89%)

Real Estate 3.75% 2.54% 1.18%

Telecommunications (0.08%) (0.92%) 0.86%

Utilities 0.04% 0.39% (0.35%)


