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Marketfield Fund 4Q.09
Fund Overview
Objective
The investment objective of the Fund is capital appreciation. We
endeavor to accomplish this by seeking low-volatility absolute
return in excess of broad equity indexes.

Calendar Year Returns
2009

2008

2007

+31.08%

-12.88%

+3.80%

(7/31/07 - 12/31/08)

Performance

Strategy & Process
The Fund attempts to provide returns on capital substantially in
excess of the risk-free rate rather than matching any particular
index or external benchmark. The Fund has a broad investment
charter that allows it to utilize equity securities, fixed-income
instruments, commodities, futures and options. Additionally, with
respect to 30% of the Fund's net assets, the Fund may engage in
short sales of index-related and other equity securites to reduce its
equity exposure or to profit from an anticipated decline in the
price of the security sold short.
Mutual fund investing involves risk. Principal loss is possible. The Fund invests in smaller companies, which
involve additional risks such as limited liquidity and
greater volatility. The Fund invests in foreign securities
which involve greater volatility and political, economic
and currency risks and differences in accounting methods. These risks are greater for investments in emerging
markets. Investments in debt securities typically
decrease in value when interest rates rise. This risk is
usually greater for longer-term debt securities.
Investment by the Fund in lower-rated and non-rated
securities presents a greater risk of loss to principal and
interest than higher-rated securities. Investments in
asset-backed and mortgage-backed securities involve
additional risks such as credit risk, prepayment risk,
possible illiquidity and default, and increased susceptibility to adverse economic developments. The Fund regularly makes short sales of securities, which involves the
risk that losses may exceed the original amount invested, however a mutual fund investor’s risk is limited to
the amount invested in a fund. The Fund may also use
options and futures contracts, which have the risks of
unlimited losses of the underlying holdings due to unanticipated market movements and failure to correctly predict the direction of securities prices, interest rates and
currency exchange rates. The investment in options is
not suitable for all investors.
*The S&P 500 Index (SPX) is a broad-based unmanaged index of
500 stocks, which is widely recognized as representative of the
equity market in general. The securities holdings and volatility of
the Fund differ significantly from the stocks that make up the SPX.
You cannot invest directly in an index.
Cash flow measures the cash generating capability of a company
by adding non-cash charges (e.g. depreciation) and interest
expense to pretax income.
The Fund’s investment objectives, risks, charges and
expenses must be considered carefully before investing. The prospectus contains this and other important
information about the investment company, and it
may be obtained by calling (888) 236-4298. Read it
carefully before investing.
The Marketfield Fund is distributed by Quasar Distributors, LLC

as of 12/31/09
Since Inception (7/31/07)

MFLDX
S&P 500

1 Month

3 Month

1 Year

Annualized

Cumulative

+3.77%

+ 4.96%

+ 31.08%

+ 7.28%

+ 18.54%

+1.93%

+ 6.04%

+ 26.46%

– 8.30%

– 18.90%

Gross Expense Ratio: 2.74%
*Net Expense Ratio: 1.75%

Source: U. S. Bancorp ©

*The difference between the net ratio of 2.25% reported in the prospectus and net ratio
(expense cap) of 1.75% is 0.50%. This is comprised of 0.43% dividends on short positions &
0.07% acquired fees & expenses. The advisor has contractually agreed to reduce fees for at
least a three-year period and for an indefinite period thereafter subject to annual reapproval of
the agreement by the Board of Trustees.
Performance reflects the reinvestment of dividends and other earnings and is net of advisory
fees. Performance data quoted represents past performance; past performance does not guarantee future results. The investment return and principal value of an investment will fluctuate so
that an investor’s shares, when redeemed, may be worth more or less than their original cost.
Current performance of the Fund may be lower or higher than the performance quoted.
Performance data to the most recent month end may be obtained by calling (888) 236-4298.
The Fund imposes a redemption fee of 1.00% for shares held less than 60 days. Performance
data quoted does not reflect the redemption fee. If reflected, total return would be reduced.

Fund Facts
Fund Statistics
Ticker Symbol ..............................MFLDX
CUSIP .............................. 89833W865
Minimum Investment ..................$25,000
Inception Date ................................7/31/07
Benchmark ............................S&P 500 Index
Net Assets ........................$98,859,831
Number of Holdings .......................... 87
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Top Ten Holding

(as of 12/31/09)
S&P Retail Holders Trust ETF ..........2.75%
SPDR KBW Regional Banking ETF ..2.44%
iShares DJ Transport Avg. ETF ........2.41%
Market Vector Agri-Business ETF ....2.30%
SPDR S&P Home Builders ETF ........2.11%
Continental Airlines ......................1.98%
Mastercard Inc. ............................1.87%
KKR Financial Holding ..................1.83%
Google........................................1.83%
Ford Motor Co. ............................1.77%
TOTAL: ......................................21.29%

Industrials
24.75%
Consumer Discretionary 12.81%
Information Technology 12.74%
Materials
5.91%
5.81%
Consumer Staples
As a % of total equities as of 12/31/09
Fund holdings and/or sector allocations
are subject to change at any time and are
not recommendations to buy or sell any
security. Current and future portfolio
holdings are subject to risk.

Portfolio Allocation
Equity
Portfolio Long

Equity
Portfolio Short

77%

29%
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Management Team
Michael C. Aronstein
President, Chief Executive Officer,
and Portfolio Manager
Michael C. Aronstein is Portfolio Manager of the
Marketfield Fund. He is also Chief Investment
Strategist for Oscar Gruss & Son Incorporated, a NYSE member
firm that provides research and investment advice to institutional
managers. Prior to joining Oscar Gruss in 2004, Mr. Aronstein
was Chief Investment Strategist at Preservation Group, a provider
of independent macroeconomic and strategic advice to professional investors. Mr. Aronstein began his investment career in
1979 at Merrill Lynch, serving positions as Senior Market Analyst,
Senior Investment Strategist, and Manager of Global Investment
Strategy. Mr. Aronstein spent six years as President of Comstock
Partners, a diversified investment advisor, and left to found West
Course Capital, a discretionary commodity management firm. Mr.
Aronstein graduated from Yale College with a Bachelor of Arts in
1974. His views on macroeconomic and strategic issues are
regularly sought by and disseminated through the financial print
and visual media. Mr. Aronstein manages $99 million in MFLDX
and $227 million in MKTFLDA; total assets under management
are $326 million.
Michael Shaoul
Chairman
Michael Shaoul also serves as Chief Executive
Officer of Oscar Gruss and Son Incorporated, a
position he has held since December 2001. He
joined Oscar Gruss in 1996 as Chief Operating Officer. Between
1992 and 1996, Mr. Shaoul ran Park Square Associates, a
Manhattan-based real estate investment and management company. He was awarded a Ph.D. in Accounting and Finance in 1992
from Manchester University (UK). Mr. Shaoul has written articles
on behalf of Barron’s and has been regularly quoted in The Wall
Street Journal and Dow Jones Newswires regarding his opinions
on the investment markets.
Myles D. Gillespie
Chief Operating Officer
Myles D. Gillespie joined Marketfield Asset
Management as Chief Operating Officer in
2007. Myles is a graduate of The Hotchkiss
School and holds a Bachelor of Arts degree from Franklin and
Marshall College (Class of 1983). From 1983 to 1986, he
worked as a stock index futures trader with Henderson Brothers
and in 1986 became a NYSE Specialist at Quick & Reilly. He was
appointed Executive Vice President of JCC Specialist Corp., the
successor firm to Quick and Reilly, in 1989. In 1999 he became
President of Fleet Specialist, Inc., the successor firm to JCC
Specialist Corp., retiring from this position in 2004. During his
time at the NYSE, Myles served as a NYSE floor Official
(1993-1999) and NYSE floor Governor (2001-2004).

Commentary
Year end is a time normally associated with plenty of light and sound, too little sleep, too
much alcohol and some resolve to change for the better in the year ahead. In the realms
of economic and finance, there arises an apparently irresistible compulsion to forecast.
These tendencies are amplified at decadal transitions.
In this age of data and media saturation, it is more difficult to avoid exposure to a constant stream of loud, ardent and contradictory predictions than to the H1N1 virus. At a
recent conference, we noticed that a competitor was handing out free surgical masks
branded with the name of their fund. In the interest of helping our clients avoid exposure
to confusing, disturbing and logically inconsistent forecasts, we are considering doing
something similar with the Marketfield logo and earplugs.
The inclusion of forecasting among the professional skills that an economist is expected to
acquire after years of academic training has undermined the legitimacy and standing of
the entire profession. Like physicians, economists can identify distortions in the function of
a system and explain how those distortions can be ameliorated so that the system might
return to healthy function. No medical doctor, no matter how insightful, can tell with any
specificity what a patient’s health status will be a year hence. The general courses of
development, disease and aging can be described, but not with anything like the precision that economists pretend to offer. The fact that a doctor cannot tell you just how you
will feel in December 2010 does not undermine the value of the profession. The willingness of most economists to make precise and consistently inaccurate forecasts about levels of gross domestic product (GDP), interest rates, employment and other vital signs a
year or more out has earned the profession a unique designation as the one and only “dismal science.”
The devolution of economics in the popular mind to a modern form of soothsaying is harmful in many respects. From a societal standpoint, the willingness of politicians to craft legislative and regulatory structures that run counter to the basic, proven precepts of economics continues to distort the function of our economy as a whole. The current effort to manipulate payment flows and economic relationships within the U.S. health care markets is a
textbook example of political goals supervening at the expense of sound economic
design. This could be easily corrected by any group of professional economists charged
with identifying the current distortions in the system (of which there are many) and demonstrating how they might be remedied. The problem is reasonably straightforward, but as
economically logical solutions would confer none of the political advantages that are the
main goal of the legislation, there is no chance that an economically sound version might
advance. Were this point to be raised by a nonpartisan, professional economist, the
response from the political realm would be “Yes, but he did not predict the collapse of
2008 so why should we listen to him about anything?”
For investors, the problem runs deeper. Because the only economists with real media presence are those willing to play the prediction game, the investing public is bombarded by
a stream of assertions that are designed to garner maximum publicity rather than providing limited, practical, investment guidance to the audience, to whom the performers owe
no fiduciary duty. Live television and radio offer the opportunity for one to say anything
that he or she pleases, whether or not there is any basis for the assertion. In the space of
a few hours this past spring, one could hear how the U.S. was an exact duplicate of the
Weimar Republic or Zimbabwe, months away from hyperinflation, and then, immediately thereafter, learn why the credit deflation of 2008-2009 was accelerating, the banking
system was on the verge of collapse and a deflationary cataclysm similar to that of the
early 1930s was just around the corner. Like a horse race where the odds on every entrant
are 3 to 5, there was little one could do to make any sense of it all.
Hence the Marketfield ear plugs.
Continued on page 3
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Commentary cont.
As things turned out, index investing would have been fine in almost any index
but the S&P 500. Emerging markets, commodities and non-dollar assets had
their best decade in generations. The S&P, on the heels of its record valuation
at the end of 1999, had its poorest performance in modern history. Individual
investors watched as their homes far outperformed their stock portfolios. By the
latter portion of the decade, that observation provoked a dramatic shift of discretionary savings flows toward leveraged real estate investment. The end of
that story is, by now, well known.

We bring all of this up as a prelude to our recap of other decades’ ends and
the lessons held therein. The main point we would like to leave our clients with
is that human beings are not very good at forecasting, particularly at major
inflection points where it really matters. Our survey will only go back to those
years for which we have direct, professional experience, beginning in 1979.
The exercise would be equally illuminating with a starting point of 1909,
1919, 1929 or any of the subsequent decades.
1979 marked the end of a decade characterized by record inflation, rising
interest rates, a weak dollar and tremendous performance in sectors tied to
raw materials, particularly energy and precious metals. Bonds were dubbed
“certificates of confiscation”, growth stocks were selling at single digit multiples and tax shelters tied to real assets were the core alternative in the portfolios of well-to-do investors. FRB Chairman Volcker was widely regarded as
powerless to stop the acceleration of inflation (although powerless might be a
better description of his current status). Despite two aggressive and unanticipated tightenings, gold and silver continued to soar. Oil was widely expected
to reach $100 bbl by the mid 1980s.

As we enter 2010, we are in a thematic investment environment that might be
characterized as ABS—anything but stocks, at least those of developed markets. This aversion, primarily towards U.S. stocks, is prevalent in the minds of
U.S. and global investors, although we see a similar attitude in Western
Europe and Japan. Forecasts justifying this attitude abound. There is a “new
normal” of chronically anemic U.S. growth, long term de-leveraging,
depressed consumer demand, a banking system eligible for handicapped
stickers, further dollar depreciation, Chinese ascendancy and the likelihood of
catastrophic deflation or hyper-inflation, depending upon which channel you
happen to be tuned to.

Things did not work out quite as forecast. Inflation hedges were the worst performing asset class in the decade ahead, tax shelters were disastrous from
both a tax and investment performance standpoint, long term bonds and electric utilities were the best performers and a nation with no natural resources
became the world’s standout economy and market.

All of this, as with almost every popular forecast in recorded financial history,
represents an extrapolation of the most emotionally affecting aspects of recent
financial and economic conditions. Certain of these extrapolations are well
conceived and offer valuable insight. For the most part, though, they simply
play to a willing audience of investors who are emotionally inclined to behave
in a way that minimizes the trauma of their last conceptual error.

By 1989 that nation, Japan, had captured the collective imaginations of
investors and forecasters alike. Every major investment firm opened or
expanded a Tokyo office in space where one floor cost more to lease than an
entire building on Wall Street. Several prominent economists and strategists
suggested that Japan would eclipse the U.S. as the world’s largest economy
within a decade. U.S. investors were advised to have 30-50% of their assets
in Japanese equities. Elite preparatory schools in New England opened
recruiting offices in Japan. American businesses hired consultants to advise
them on ways of adopting Japanese practices. Workers in U.S. factories
donned company jump suits and sang fight songs at the beginning of shifts in
the manner of their Japanese counterparts.

Investment styles come in only two forms—trend following or mean reverting.
These two styles are commonly referred to as ‘growth’ and ‘value’. The former
holds that trends in earnings growth and valuation are self-reinforcing and serially correlated, while the latter believes that unusual displacements from historic valuations tend to get corrected. These approaches show up in every
investment market. In the case of stocks, they tend to pass in and out of favor
as their popularity ebbs and flows. Growth investors were the main victims in
the 2000-2002 bear market, while value buyers were punished beyond precedent in 2007-2009. A good case can be made for either approach, with the
practical keys being an investor’s understanding as to which is most compatible with his or her make-up and sufficient resolve to stay with the discipline during the inevitable times of poor performance.

As it turned out, the best advice anyone could have offered would have been
for every Japanese investor to put all of his or her capital in U.S. equities. The
1990s turned out to be the decade of growth stocks, particularly American
growth stocks involving technology. Domestic equity returns set records. Asia
was looked upon as a region in decline following its collapse in 1997-1998.
Commodities extended their long bear market and the Department of the
Interior was busy reckoning whether there was space left on Mt. Rushmore for
the Chairman of the Federal Reserve Board.

We find it interesting that forecasting, as distinct from investing, seems to have
only one style—that of trend following or extrapolation. Among professional
economic forecasters, there is very little evidence of a sense that extraordinary
circumstances will give way to more normal ones. Every large scale abnormality, like the U.S. housing mania or the recent collapse of financial asset prices
in 2007-9 is viewed as a precursor of more of the same. This probably has to
do with the way in which econometric forecast models are constructed, but in
any event, it should be clear by now to investors, business leaders and policy
makers that they do not work.

By that decade’s end, the forecasting community had it figured. In the wake
of extraordinary equity returns, the case was made that it was not too late to
institute an aggressive allocation to U.S. equities, as long as one was willing
to commit to owning a broad index for a long time—preferably ad infinitum.
Because history had it that any ten year holding period for the S&P 500 index
showed positive returns, regardless of the heights at which the investment was
made, it was argued that investing in an index fund was practically risk free
if the holding period was long enough. A one decision, buy and hold, academically validated investment culture arose. Money poured into index funds
(mainly tied to the S&P 500) appended with blood oaths that swore undying,
long term commitment regardless of the vagaries of markets.

Continued on page 4
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Commentary cont.
At present, the portfolio is heavily biased toward companies with direct exposure to the domestic business cycle. These include industrial conglomerates,
truckers, railroads, airlines, automobile manufacturers, regional banks, retailers, builders and technology providers. The next point of concern in equity
markets will likely arise when domestic conditions force the Federal Reserve to
consider tightening much sooner than is commonly forecast.

We bring all of this up to provide some context for our frequent commentary
on economic and policy matters. In our case, we are interested in interactions
among market forces, policy and economic opinion only insofar as it helps us
to identify investment opportunities. Understanding prevailing economic opinion and policy direction is important when and if some general misconception
affecting security prices can be discerned. Repairing government policy or
pointing the Federal Reserve in a direction that we find proper is outside the
scope of our responsibilities. In a similar vein, the righteous anger over policy
or the market’s blindness that characterizes the commentary of certain of our
competitors has no value in helping us to invest according to how things are
rather than how we wish them to be. The variable that we are trying to solve
for is investment performance.

Our expectation is that the significant improvement in domestic news flow
would largely compensate for the early tightening of monetary conditions
keeping the disruption to domestic equity valuations to an acceptable level.
Our concern is that rising rates and tighter money would be much more
problematic for the over populated thematics of non-US equities and domestic
fixed income. This is certainly what occurred in the last two transition years of
1994 and 2004, with the former proving particularly disappointing to those
caught unawares.

At present, we see a macroeconomic environment shaped by record lows in
nominal and, before long, real interest costs, an undervalued dollar, enormous
fiscal stimulus, record corporate cash flows, corporate balance sheets awash
with cash, diminished capacity in many crucial industries and a general,
global contempt for U.S. equities.

The information provided herein represents the opinions of the Portfolio
Managers and is not intended to be a forecast of future events, a guarantee
of future results, nor investment advice.

Opposing this is a forecast environment in which people are trampling one
another to point out long term macroeconomic risks and justify caution in
domestic asset allocation. The investing public and most institutions have been
talked into almost every asset type apart from U.S. equities. We have been
and are willing to take the other side of that proposition.
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