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Previous quarterly commentaries have explained Exencial’s SELECT Strategy, which is
designed to identify and purchase equity in leading U.S. companies with strong
financial statements and ethical characteristics.
The SELECT Strategy also seeks out companies that possess competitive advantages
that keep competitors from penetrating their profitable operations. Legendary investor
Warren Buffett himself follows this strategy.
“In business, I look for economic castles protected by unbreachable ‘moats,’” Buffett
has been quoted saying. Most often, such companies have leading positions within
their industries, and as a result, are capable of maintaining superior profit margins and attractive returns on invested
capital.
One SELECT Strategy name that fits this description is Walt Disney. The company maintains operations in theme parks,
movie franchises and the ESPN cable network. Another moat holding is Facebook, with its global social networking sites
that serve more than 1 billion daily users. Lastly, we also like S&P Global for this reason, as it maintains a leading fixed
income rating service, market indexes and specialized financial data.
Moats and strong financial statements are significant because when economic expansions and bull markets become long in
the tooth, average companies struggle to excel. For instance, as the Federal Reserve raises short-term interest rates, it
becomes more costly for heavily indebted companies to boost income. Instead, they spend more gross profit servicing their
loans.
As the economy expands and growth begins to slow, business conditions become more competitive. Companies with
greater sales and income are usually in a better position to promote their products and invest in the future. Oftentimes the
development of new businesses, whether by organic expansion or acquisition, creates greater opportunities for continued
progress, even through recessions. However, in our experience, it takes financial stability and excellent leadership to
sustain this progress long-term. Thus, companies with high-quality characteristics appear to us best positioned to execute
strategies for sustained success.
These are some of the reasons we believe a SELECT approach to individual U.S. equity selection makes sense. Now that the
economy has improved for seven years and the S&P 500 has climbed 215 percent – trends that can only last for so long – it
is a good time to be selective and search for companies bolstered by an economic moat.
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This article is limited to the dissemination of general information pertaining to Exencial Wealth Advisors’s investment advisory services and general
economic market conditions. The information contained herein should not be construed as personalized investment advice, and should not be
considered as a solicitation to buy or sell any security or engage in a particular investment strategy. Past performance is no guarantee of future
results, and there is no guarantee that the views and opinions expressed in this article will come to pass. Individual client needs, asset allocations
and investment strategies differ based on a variety of factors.
Exencial Wealth Advisors is an SEC registered investment adviser with its principal place of business in the State of Oklahoma. Exencial Wealth
Advisors and its representatives are in compliance with the current registration and notice filing requirements imposed upon registered investment
advisers by those states in which Exencial Wealth Advisors maintains clients. Exencial Wealth Advisors may only transact business in those states in
which it is noticed filed, or qualifies for an exemption or exclusion from notice filing requirements. Any subsequent, direct communication by Exencial
Wealth Advisors with a prospective client shall be conducted by a representative that is either registered or qualifies for an exemption or exclusion
from registration in the state where the prospective client resides. For information pertaining to the registration status of Exencial Wealth Advisors,
please contact Exencial Wealth Advisors or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov). For additional
information about Exencial Wealth Advisors, including fees and services, send for our disclosure brochure as set forth on Form ADV using the
contact information herein. ©2015 Exencial Wealth Advisors. All rights reserved.
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