
 

 

         

October 31, 2014 

 

My Fellow Shareholders: 

I would like to wish your family a blessed new year.  As I reflect on all that we have accomplished with 

your support we cannot help but be proud of our work investing with purpose.  The Funds continue to add 

new assets and grow.  All of Epiphany’s investment options use the FFV Scorecard
®
 and follow the 

United States Conference of Catholic Bishops (USCCB) socially responsible investment guidelines and 

standards of Biblically Responsible Investing (BRI). 

This year in the marketplace, investors and institutions are more aware of screened investing than ever.  

Many everyday consumer products offer some socially responsible feature.  We look at this awareness 

and appreciation of a greater good as it reinforces our mission and helps Epiphany Funds expand its 

influence.  Our goal has always been to offer portfolios that investors can be proud to own.  Because we 

have one voice as owners through shareholder advocacy, we enjoy shaping the corporate culture of the 

companies in which our Funds invest.   

The Markets 

Our three Funds offer diversification to investors, and these investments are exposed broadly to three 

different markets.  We would offer our comments on these markets.  Please see the annual report for more 

performance reporting. 

The US equity market was up more than 17% for the year ended October 31, 2014, as measured by the 

S&P 500 Index.  As written last year, we didn’t expect a repeat performance of 2013.  We were surprised 

by this year’s market performance, as we thought that it would be more modest than it turned out to be.  

The last five years have been a tremendous run.  We still believe that 2015 has the potential to be positive 

for the markets, but we expect to see more volatility and less performance next year.  The valuations of 

US companies still look attractive and many believe the US market is best positioned to produce returns.  

Investment dollars are moving into the US markets globally. 

The US bond market ended the year as of October 31, 2014 with less than a 3% return as measured by the 

Barclays Capital Intermediate Aggregate Bond Index.  This was caused by the effect of the Fed's 

continuing to hold interest rates near zero.  Recent comments from the Fed indicate that a change may 

occur in the near future – we believe we will see rising interest rates in 2015.   

The Latin American market also ended the year as of October 31, 2014 more than 4% negative as 

measured by the S&P Latin America 40 Index.  This market has been negative for the last two years 

following ten years of excellent performance compared to US stocks.  We don’t see a Latin American 

collapse similar to that experienced by several European countries over the past few years.  Latin 

American countries tend to have generally healthy cash reserves and healthy economies.  We believe that 

the bottom is close for this market.   

FFV Scorecard
®
 

We have always excluded investments based on our Faith and Family Values Screening.  The screening 

has led us to companies with less controversy and less distraction.  We continue to lead the way in 

institutional screening with more than $500 million screened for institutions and more than 1,500 proxies 

voted. 



 

 

We have found value in scoring the positive and negative factors for companies in the portfolio.  We 

believe this demonstrates the advantage of our investment process.  We have coined the term “10+1,” 

meaning that we are considering the same underlying investment factors but adding our FFV Scorecard
®
 

screening to seek a better result.    

This year we focused on improving our integrated equity investment process.  We believe the key is to 

view the screening as a tool with the goal to add to performance, lower risk, or both. 

 

Performance Review (Fiscal Year ending October 31, 2014) 

 

The one-year return for Epiphany FFV Fund (EPVNX) was 12.96% for the year ended October 31, 2014.  

We estimated that the Fund would return approximately 6-8 % for the year, and we were pleasantly 

surprised.  We also started the year more defensive than the S&P 500 Index, costing some return and 

underperformed the benchmark for the year, which returned 17.27%.  We are proud of our results and 

track record.   At the end of 2013, we made a change to our investment analysis and selection process to 

try to improve performance.   This change has contributed positively to the Fund's performance over the 

rest of the year.  We do not anticipate making any changes in 2015.  The Fund's performance has 

remained competitive against other funds in our peer group.  We keep the Fund primarily invested in 

companies with a market capitalization typically between $20 billion and $25 billion versus the average 

size company included in the benchmark, which is typically above $60 billion.  We will continue to equal 

weight the portfolio holdings in an effort to dampen the volatility we think will increase in 2015.   

Epiphany FFV Strategic Income (EPINX) outperformed its benchmark, the Barclays Capital Intermediate 

Aggregate Bond Index, for the year ended October 31, 2014.  The Fund returned 4.27% over the year, and 

the benchmark returned 2.90% over the same period.     The Fund uses a flexible and opportunistic 

investment approach and can shift weighting in asset classes and sectors based on economic conditions.  

The goal is to be an “all weather tire” income fund.  The Fund has maintained an asset allocation 

underweight in Treasuries and overweight in corporate bonds. With larger than on-the-run coupons, and 

relatively shorter maturities, we continue to favor a lower overall risk profile while taking advantage of 

the benefit of rolling down the yield curve to offer protection from rising interest rates. The Fund also 

invests in preferred and dividend paying stocks for income. This year the stocks in the portfolio have also 

appreciated with investors looking for income and capital appreciation, an occurrence that has added to 

our performance versus the benchmark. We believe that maintaining this allocation will continue to serve 

the best interests of shareholders in 2015. 

Epiphany FFV Latin America Fund (ELANX), after fees, underperformed its benchmark, the S&P Latin 

America 40 Index, for the year ended October 31, 2014.  The Fund returned -5.01% over the year, and the 

benchmark returned -4.41% over the same period.   Before fees, the Fund outperformed its benchmark.  

The Latin American market has been very volatile this year.  We believe that the market is near a bottom 

and set for a rebound.  We believe the region is poised for future growth with a growing middle class, 

high country reserves, and business partnerships with other countries.  More than ever, we value our equal 

weighting stock strategy.  Most of the funds in the Latin America stock category and the benchmark index 

are market weighted and dominated by just a few holdings, which adds to risk. 

Thank you for your business.  We have a lot to be thankful for and look forward to the opportunities in 

this coming year.  We believe that investing and faith go hand in hand because both are hope filled. 

Many blessings to you and your family,  

Samuel J. Saladino, III 

Epiphany Funds 
 



 

 

Cautionary Statement 

Our views and opinions regarding the investment prospects of our portfolio holdings and Funds are 

forward looking statements which may or may not be accurate over the long term.  While we have a 

reasonable basis for our appraisals, and we have confidence in our opinions, actual results may differ 

materially from those we anticipate.  Information provided in this letter should not be considered a 

recommendation to purchase or sell any particular security.   
 

Before investing you should carefully consider the investment objectives, risks, charges and expenses of 

the Epiphany Funds. This and other important information about each Fund is contained in its prospectus 

and summary prospectus, which can be obtained by visiting www.epiphanyfunds.com or by calling 1‐ 
800‐ 320‐ 2185. The prospectus or summary prospectus should be read carefully before investing. The 

Epiphany Funds are distributed by Rafferty Capital Markets, LLC. 
 

All performance data quoted above is as of 10/31/2014.  The performance data quoted here represents 

past performance.  Current performance may be lower or higher than the data quoted.  Investment return 

and principal value will fluctuate, so that shares, when redeemed, may be worth more or less than their 

original cost.  Past performance is no guarantee of future results.  A fund’s performance, especially for 

very short periods of time, should not be the sole factor in making your investment decisions.  For 

performance information current to the most recent month-end, please call toll-free 1-800-320-2185.   
 

The gross expense ratio for Epiphany FFV Fund is 2.20% for Class N, 2.10% for Class A and 2.59% for 

Class C.  The gross expense ratio for Epiphany FFV Strategic Income Fund is 1.85% for Class N, 2.31% 

for Class A and 2.54% for Class C.  The gross expense ratio for Epiphany FFV Latin America Fund is 

4.69% for Class N, 3.94% for Class A and 4.52% for Class C.  The adviser has contractually agreed to 

reduce its fees and/or absorb expenses of the Funds to ensure that the net annual fund operating expenses 

will not exceed the net expense ratio, subject to possible recoupment from the Funds in future years. 

Results shown reflect the waiver, without which the results could have been lower. 
 

All investments are subject to risk, including the possible loss of capital.  A Fund’s performance may be 

affected by stock market risk, moral investing risk, foreign company and emerging market risk, 

concentration risk, socially responsible risk, preferred security risk, portfolio selection risk, political risk, 

large cap company risk, mid-cap and small cap risk, investment style risk, security risk, and derivatives 

risk.  A Fund’s fixed income securities are subject to interest rate risk.  If rates increase, the value of the 

Fund’s investments generally declines.  Investing in foreign securities involves more risks than investing 

in U.S. securities.  The Epiphany FFV Latin America Fund invests in foreign securities which involve 

greater volatility and political, economic and currency risks and differences in accounting methods.  The 

Funds invest in smaller companies, which involve additional risks such as limited liquidity and greater 

volatility. Stocks of mid-cap and small-cap companies are more risky than stocks of larger companies.  

Diversification does not ensure a profit or guarantee against loss. 
 

The S&P 500 Index is an unmanaged composite of 500 large capitalization companies.  This index is 

widely used by professional investors as a performance benchmark for large-cap stocks.  You cannot 

invest directly in an index. 
 

The S&P Latin America 40 Index is one of seven headline indices making up S&P Global 1200 and 

includes highly liquid securities from major economic sectors of Mexican and South American equity 

markets. Companies from Brazil, Chile, Mexico and Peru are represented in this index. Representing 

approximately 70% of each country’s market capitalization, this index provides coverage of the large 

cap, liquid constituents of each key country in Latin America. 
 

The Barclays Capital Intermediate Aggregate Bond Index is a market capitalization-weighted index, 

meaning the securities in the index are weighted according to the market size of each bond type. Most 

U.S. traded investment grade bonds are represented. Municipal bonds and Treasury Inflation-Protected 

Securities are excluded. The index includes Treasury securities, government agency bonds, mortgage-

backed bonds, corporate bonds, and a small amount of foreign bonds traded in U.S. 

http://www.epiphanyfunds.com/

