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Encouraging Earnings Helps August Returns

Earnings season and the accompanying second quarter reports are now largely
completed. The results were a pleasant surprise as expectations for this year's second
quarter were low given the timing of Covid-19 shutdowns. We were pleased, even
relieved, with the updates and outlook comments as the level of uncertainty remains high.
Stock prices reacted generally quite well to the results and there is some evidence that
investors are rotating towards more attractively priced sectors. Since earnings and cash
flows are more important in building long-term intrinsic values, we believe we will be
further rewarded if the recovery continues.
 
Fixed-income investments have also had a nice stretch.  Many securities have
dramatically recovered off previous lows and recent earnings support the case for
continuing receipt of interest with increasing probabilities of full payment upon maturity. 
This is very encouraging for our income-related accounts.  Even with the improving
outlook for these securities, most other bond prices, particularly longer-term issues,
continue to trade at high prices.  We have added a few new names to our
Short/Intermediate category and expect to remain focused on shorter-term maturities,
floating-rate features, higher-yield opportunities, and/or special situations.    As we have
mentioned before, we prefer to limit our interest-rate risk at this time - particularly
avoiding larger allocations in expensive higher-quality, longer-term issues.  Within the
last couple of days, we saw the benefit of this stance as the Federal Reserve has shifted to
allow a little more room for inflation.
 
Our strategy of moving away from areas most impacted by the virus and shutdowns and
into sustainable areas like grocery, food, wireless, broadband/fiber, ecommerce (we'll
have a lot more to say about our direct and indirect investments in ecommerce in future
updates), packaging, shipping/transportation, pharmaceuticals, and
diversified/international companies has reduced the pandemic risks to our portfolios.
Most of these companies reported very satisfactory earnings and expressed (guarded)
optimism about the future. Even if we get a vaccine sooner than expected, we feel these
companies are well positioned and relatively well priced. Some current changes to daily
habits will stay with us for the foreseeable future and many of our companies are well
positioned to benefit.
 
The prospects for emerging from this environment are improving as the medical
community is doing unprecedented work developing vaccines and treatments. Of course,
do not get overly optimistic because there is plenty of evidence that the virus will prove
difficult to overcome. However, it seems unlikely we will go through another wave of
widespread shutdowns, treatments appear to be improving outcomes, and there are
emerging signs that the worst is behind us-at least as it relates to the disease.
 
Before we finish this market update, we need to note that other investors are willing to
pay exorbitant prices for some securities. We are not. We believe strongly that our value-
based approach is the correct, logical, and rational approach in the long-run - even if it
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lags in some market cycles (despite some misconceptions otherwise, this does mean we
will buy reasonably-priced growth/technology securities - something we've owned a fair
amount of in past cycles). However, we have seen this kind of market before where
investors bid prices of some securities to sky-high levels. It has not ended well for those
investors who lost their patience and/or discipline. If you remain inclined to bid up prices
further, read "Investors Have Been Making the Same Mistake for 300 Years, If Isaac
Newton could lose all reason in the pursuit of riches, so can anyone else." in this month's
The Atlantic (by Thomas Levenson, Professor of science writing at MIT). Professor
Levenson makes a strong case for not "losing your mind" and staying rational - despite
pressures that are hard for even extremely intelligent people to resist. While the future
will prove out, we believe our value-based thesis will be validated.

 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 forward-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 forward-looking statements. In order to comply with the terms of the safe harbor,
Private Management Group, Inc. ("PMG") notes that a variety of factors could cause actual results
and experience to differ materially from the anticipated results or other expectations expressed in
these forward-looking statements. Factors may change in the future and we take no responsibility to
update or modify statements. Forward-looking statements typically contain words such as "may,"
"will," "should," "expect," "anticipate," "estimate," "continue," "believes," "expects," "hopefully," "tend,"
"forecasts," or variations of these words, suggesting that future outcomes are uncertain. The
following discussion is intended to identify certain factors (though not necessarily all such factors)
that could cause future outcomes to differ materially from those set forth in forward-looking
statements made by PMG.
 
These risks and uncertainties that may affect results, performance, development, operations of client
portfolios, securities owned, or PMG's business include, but are not limited to, the following factors:
effects of pandemics, cyber and other security attacks, changes in client requirements or demands,
cash flow needs of clients, general economic conditions, competitive factors and pricing pressures,
overcapacity in industries involved with, shifts in market demand, changes in federal, state and local
laws, licensing and regulations, especially financial and security regulations, potential increases in
costs of operations, increases in labor costs, the performance and needs of industries involved with,
continued costs of investments in technology, uncertainties of litigation, the ability of entities to
generate cash flow or finance operations, compliance with securities debt covenants, success or
timing of completion of capital and maintenance spending projects, planned and unplanned outages
due to maintenance, equipment malfunctions or work stoppages, availability of adequate levels of
insurance, management retention and development, changing accounting requirements,
maintenance of health of key PMG employees, and various hazards which could disrupt operations
(including fires, explosions and severe weather 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 own (not all securities discussed are owned by every client), and other important information.
This information is not to be retransmitted or disseminated to other parties, particularly states or
countries where PMG is not licensed or involved in business activities.
 
Discussions related to asset classes are general in nature only, assets can change, and definitions
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can be broadly interpreted. For additional information, see disclosure document form ADV, Part 2,
which was 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 with all rights reserved.


