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HERE WE GO AGAIN
We knew that this partisan battle was coming for

Our investment process is underpinned by value

months, however as always; we were not willing to

oriented principles that drive portfolio actions. This

attempt to guess when, or if, the market will react

process generates opportunistic purchasing of securities

negatively to the prospect of political brinksmanship.

at levels offering compelling value as well as, the selling

It turns out that we were absolutely right not to react

of securities that no longer offer sufficient upside

prematurely, as the equity markets have performed very

opportunity versus downside risk. During the first

well through the end of September.

three quarters of 2012 we have had some high profile
examples of our discipline leading us to sell securities

As of the writing of this short commentary, many

that have appreciated to price levels that we cannot

investors in the U.S. stock market have begun to remove

fundamentally justify. In some of these cases, we

risk from their portfolios. The result of this de-risking

exited positions, only to have the security continue

has led to a rather minor correction as of the writing of

to appreciate far beyond any fair value that we could

this commentary, leaving the broad market just a few

have imagined. In other situations we exited positions

percentage points below all-time highs. We had taken

at levels that were materially higher than where

the opportunity to trim or eliminate many significantly

they are changing hands today. In all of these cases,

appreciated stock positions into the strength of the last

one common denominator prevailed. This common

30 to 45 days.

denominator was a principled assessment of fair value,
risk and return. These principles and our discipline

We tend to thrive as investors when advances

is what separate a professionally managed portfolio

are largely driven by company specific factors

management process from simply trading stocks with

and corrections are the result of either political

the hopes of short-term gains.

brinksmanship or geopolitical headline risks. Since May,
this type of market has been present and has been well

Many of our successful investments over the last

suited to our fundamentally driven process.

several years were capitalized on during times of fear
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induced market volatility. We do not wish for harsh

by Coastal Investment Advisors), or any non-investment
related content, made reference to directly or indirectly in
this newsletter will be profitable, equal any corresponding
indicated historical performance level(s), be suitable for your
portfolio or individual situation, or prove successful. Due to
various factors, including changing market conditions and/
or applicable laws, the content may no longer be reflective
of current opinions or positions. Moreover, you should not
assume that any discussion or information contained in this
newsletter serves as the receipt of, or as a substitute for,
personalized investment advice from Coastal Investment
Advisors. To the extent that a reader has any questions
regarding the applicability of any specific issue discussed
above to his/her individual situation, he/she is encouraged
to consult with the professional advisor of his/her choosing.
Coastal Investment Advisors is neither a law firm nor a
certified public accounting firm and no portion of the
newsletter content should be construed as legal or accounting
advice. A copy of Coastal Investment Advisors’ current written
disclosure statement discussing our advisory services and fees
is available for review upon request.

market corrections caused by political or geopolitical
crises, however we expect them to occur infrequently.
Although we cannot time market disruptions, when
they do occur our process allows us to capitalize on the
values that are inevitably produced.
We are possibly on the cusp of one of these periods
and many client accounts have an increased cash level
generated by previous value driven profit-taking. If this
modest correction turns into a more severe correction,
we will once again seize on such an opportunity to
purchase, or re-purchase, companies whose stocks are
selling at compelling values.
We will keep our remarks relatively short this month
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and will hopefully have more to discuss at the beginning
of November.

The author of this commentary and/or clients of Coastal
Investment Advisors owned the following positions discussed
in this commentary when it was published: Tesla Motors (TSLA)
and Facebook (FB).
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Any mention in this commentary of a potential securities or
fund investment should not be construed as a recommendation
for investment. Investors should consult their financial advisors
for advice on whether an investment is appropriate with due
consideration given to the individual needs, risk preferences
and other requirements of the client.
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Please remember that past performance may not be
indicative of future results. Different types of investments
involve varying degrees of risk, and there can be no assurance
that the future performance of any specific investment,
investment strategy, or product (including the investments
and/or investment strategies recommended or undertaken
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