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August VolatilityAugust Volatility

Given the recent market volatility, we wanted to send you an update on our current
strategy. While fluctuating markets can cause some consternation, over the past 3
weeks we've had most of our companies report quarterly results that were reasonable to
good. Although these results are backwards looking, companies commented on their
current outlooks and generally expressed optimism. We thought it would be useful to
provide some color on these trends.
 

* Earnings have generally been fine and in some cases good. Most companies
reported numbers that largely validated our internal valuations and merit
continued investment. While there are always disappointments, the overall picture
appears better than the conclusion you might draw from looking at some recent
stock price movements.
* Management teams that are more consumer facing generally gave positive
comments about their business operations, customers, and outlooks. Management
teams in commercial businesses were relatively more cautious though optimistic.
Much of these concerns are tied to transitory issues like recent trade discussions.
* In many cases management teams feel their stock prices are undervalued and don't
reflect the value of our businesses. In response, companies are using their cash
flows to initiate and/or increase share repurchases. In addition, we've seen
management step in and purchase shares with their own money. We've seen
members from Brighthouse Financial, Element Solutions, Liberty Latin America,
Owens-Illinois, Park Ohio, Prosperity Banc, Resolute Forest and Tenneco just to
name a few that have purchased shares in the past few days.

 
We are satisfied with the businesses we own, believe that the quality of our companies
exceeds current perceptions, and we agree with many management teams' comments
that their companies are trading at significant discounts to intrinsic value. We are
hopeful that prices will catch up to fundamentals. Dampening some of our enthusiasm
is the heightened sense of investor fear surrounding global politics. This fear may be
due to upcoming elections, media hysteria and trade relations, but what really matters
is the durability and sustainability of our businesses and their cash flows. While things
can always get worse, with our companies posting reasonable results we would expect
to continue to hold and even add to current positions as they trade at wider discounts to
valuation. If operating improvements persists, we would expect underlying business
valuations to increase and eventually be reflected in stock prices. 

 As always, it is a pleasure and a privilege to service your portfolio needs,
and we thank you for your trust and business.
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Forward-Looking Statements, Risk, & Other Disclosures
Information discussed in this report contains forw ard-looking statements relating to anticipated
financial performance, business prospects, returns, market forces, new  services, technological
developments, and other matters.  The Private Securities Litigation Reform Act of 1995 provides a
safe harbor for forw ard-looking statements.  In order to comply w ith the terms of the safe harbor,
Private Management Group, Inc. ("PMG") notes that a variety of factors could cause actual results
and experience to dif fer materially from the anticipated results or other expectations expressed in
these forw ard-looking statements.  Factors may change in the future and w e take no responsibility to
update or modify statements.  Forw ard-looking statements typically contain w ords such as "may,"
"w ill," "should," "expect," "anticipate," "estimate," "continue," "believes," "expects," "hopefully,"
"tend," "forecasts," or variations of these w ords, suggesting that future outcomes are uncertain. 
The follow ing discussion is intended to identify certain factors (though not necessarily all such
factors) that could cause future outcomes to dif fer materially from those set forth in forw ard-looking
statements made by PMG. 
 
These risks and uncertainties that may affect results, performance, development, operations of client
portfolios, securities ow ned, or PMG's business include, but are not limited to, the follow ing factors:
changes in client requirements or demands, cash f low  needs of clients, general economic conditions,
competitive factors and pricing pressures, overcapacity in industries involved w ith, shifts in market
demand, changes in federal, state and local law s, licensing and regulations, especially f inancial and
security regulations, potential increases in costs of operations, increases in labor costs, the
performance and needs of industries involved w ith, continued costs of investments in technology,
uncertainties of litigation, the ability of entities to generate cash f low  or f inance operations,
compliance w ith securities debt covenants, success or timing of completion of capital and
maintenance spending projects, planned and unplanned outages due to maintenance, equipment
malfunctions or w ork stoppages, availability of adequate levels of insurance, management retention
and development, changing accounting requirements, maintenance of health of key PMG employees,
and various hazards w hich could disrupt operations (including f ires, explosions and severe w eather
conditions).
 
This is not an offer to sell or market any security and should not be interpreted as such.  Notice is for
existing PMG clients to inform them of current holdings, educate on the types of businesses they may
ow n (not all securities discussed are ow ned by every client), and other important information.  This
information is not to be retransmitted or disseminated to other parties, particularly states or countries
w here PMG is not licensed or involved in business activities. 
 
Discussions related to asset classes are general in nature only, assets can change, and definitions
can be broadly interpreted.  For additional information, see disclosure document form ADV, Part 2,
w hich w as remitted upon opening of client account and is available upon request.  Clients can refer
to statements for a more comprehensive list of assets and PMG can provide a more comprehensive
list upon request.  Material is copyrighted and the sole property of PMG w ith all rights reserved.
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