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Dear Fellow Shareholders, 

We are pleased to report The Torray Fund returned 12% in 2014; the Standard & Poor’s 
500 made 13.7%.  The difference is largely due to the cash balance the Fund held throughout the 
year.  After all expenses an original $10,000 investment in our Fund 24 years ago was worth 
$107,802 at year end; in the Index, $102,532.  These results represent compound returns of 
10.4% and 10.2%, respectively. By coincidence, the Standard & Poor’s 500 has made 10.5% per 
year since 1937* – the year I was born – proof, we think, of two things: stocks are great long-term 
investments, and the market is tough to beat.  As far as just how great they are, $10,000 invested 
back then would have grown to more than $24,000,000 today.   

From an investment perspective, the last 15 years have been among the most disappointing 
on record.  The S&P 500 with dividends reinvested returned only 4.2% annually, and The Torray 
Fund, net of expenses, 4.4%.  These numbers are 60% lower than the market’s historic average.  In 
sharp contrast, for the last six years, the S&P made 17.2% and The Torray Fund, after expenses, 
15.5%.  Without these outsized returns, the 15-year average would have been far lower. If asked, 
we doubt investors, even many professionals, could recite these numbers. With the passage of time 
people’s memories fade and important lessons of the past are forgotten. This is one of the reasons 
investors fall victim time and again to these boom-bust cycles.   

Looking ahead, it seems unlikely the market’s performance over the last six years will repeat 
anytime soon.  The far-above-average-outcome reflects a rebound from the extraordinarily low 
prices and depressed earnings caused by the 2008 crash. Today, GDP, employment, corporate 
earnings and housing have largely recovered, and price/earnings ratios are about average.  At year 
end, the forward P/E on our Fund was 13.5-to-1; on the market, 15.4-to-1.  Some Wall Street 
strategists using last year’s earnings or an average of earnings over the last decade claim the ratio 
is too high.  Ironically, in the year 2000, when P/E’s hit 33-to-1, strategists were mum on the 
market’s valuation and investors were all in with both feet.  Leaving that aside, it feels to us things 
are more or less back to normal, if there is such a thing. 

This prompts us to underscore the importance of ignoring the stock market’s gyrations and 
anything the so-called “experts” have to say about it. Over the last decade-and-a-half, those that 
failed to do so have suffered irretrievable losses.  In selling their stocks after the bottom fell out 
and fleeing, first to cash, then to bonds, they became lenders instead of owners, swapping assets 
that have historically returned 10% a year for fixed returns that are now the lowest on record.  The 
3% 30-year U.S. government bond due in 2044 now trades at 115 to return just 2.3% before taxes, 
a little over half the 4.1% average inflation rate of the last 50 years.  Should interest rates rise to 
historic levels, its price will plunge 46%, from 115 to 62.  With the exception of 1929, this is as 
bad or worse than any stock market crash in 100 years.  Despite this reality, market strategists 
continue to insist bonds are a safe haven and stocks are risky. 

___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ 

* Returns prior to the Index’s 1957 inception have been reconstructed by Standard & Poor’s back to 1936. 
   Source:  Factset, S&P. S&P 500 (TR)(1936) 
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In spite of the many challenges investors faced over the last 15 years, those that held onto 
the stocks of quality companies are better off than they were at the start.  We may be wrong, but 
our country’s financial system, economy, and the prospects of sound businesses all seem more 
promising to us today than they were on balance over the period we’ve discussed.  While the 
valuations of some companies are inflated, there are many like those we own that are fairly valued 
and well-positioned for what we believe is a bright future. If we’re right, Torray Fund shareholders 
hopefully will enjoy returns more in line with the Fund’s long-term results.   

As always we thank you for your patience and trust in our management, and would be 
pleased to hear from you if you have any comments or questions. 

Sincerely, 
 
 
 

Robert E. Torray                   
 
 
 

Fred M. Fialco 
 

 
 

 As of December 31, 2014       Since Inception 
 1 Year 5 Years 10 Years (12/31/90) 

 The Torray Fund 12.04% 13.65% 5.49% 10.41% 
 S&P 500 Index 13.69%  15.45% 7.67% 10.18% 
          

 

The returns quoted represent past performance and do not guarantee future results. Investment return and 
principal value will fluctuate so that shares, when redeemed, may be worth more or less than their original 
cost. Current performance may be lower or higher. Returns current to the most recent month-end are available 
at www.torray.com. The returns shown do not reflect the deduction of taxes a shareholder would pay on the 
redemption of fund shares and distributions. The Fund’s annual operating expense ratio, as stated in the current 
prospectus, is 1.15%. Returns on both The Torray Fund and the S&P 500 Index assume reinvestment of all 
dividends and distributions. The S&P 500 Index is an unmanaged index consisting of 500 U.S. large-cap stocks. 
 

Mutual fund investing involves risk including the possible loss of principal value. At times, the Fund's portfolio 
may be more concentrated than that of a more diversified fund subjecting it to greater fluctuation and risk. 
 

You should consider the Fund’s investment objectives, risks, charges and expenses carefully before investing.  
The prospectus contains this and other information about the Fund. For more information about The Torray 
Fund, including fees and expenses, or to receive a prospectus, please call us toll free at 855.753.8174.   

 

Shares of The Torray Fund are distributed by Foreside Funds Distributors LLC, Berwyn, PA 


