
January 2022

Dear Friends & Fellow Investors,

Our first quarter is in the books. This firm has grown from a glimmer in my eye into an
honest-to-goodness registered investment adviser more quickly than I thought possible,
and that’s thanks to you.

As I am writing to you amid the resurgence of a global pandemic, it occurs to me that this
may be one of the few letters you receive that expresses optimism about the future.
Perhaps that’s because I get to spend my days aligning our capital with companies that are
creating a world that’s worth getting excited about.

As of this writing, we hold positions in twenty-six such companies. I’ve described each of
them in the appendix to this letter alongside a summary of our flagship strategy’s
performance to date and how we are currently invested.

But first, I want to share three interesting snippets of conversations we’ve had with members
of our community over the past quarter. So before enumerating a bunch of stocks and
statistics, I’ll briefly discuss:

● The ethical “cascade effect” that comes with committing to veganism,
● The optimal way to save for a house, and
● The rationale behind our position in Farmer Mac (NYSE: AGM).

I would be delighted to discuss any of this with you 1 or one of your friends. Please don’t
hesitate to share any of our materials with people that you think it might resonate with.

With gratitude,

Sloane

1 The best way to get in touch is via email (sloane@investvegan.org) or just booking a time on my
calendar by clicking here.

mailto:sloane@investvegan.org
https://calendly.com/investvegan/30min


This section contains references to where food comes from that may be unpleasant for
sensitive readers.

The Vegan Vortex

On the surface, committing to veganism is sort of a small thing. Just change what you eat!
Simple as that. But it brings an awareness of suffering that cannot help but build a flywheel
of understanding, opening our eyes more with each quickening turn.

People come to this way of life in all sorts of ways. A chance encounter with a cow might
teach us that our bovine brethren are much more than just livestock. Then beef starts
looking funny on the plate and ethical questions start getting asked.

Is eating chicken really necessary when chickpeas have sustained millions for millenia? Do
fish feel pain? Veganism offers a concise, compelling answer to these questions. And a
straightforward goal: avoiding preventable harm to living things.

But it also causes us to reevaluate the effect our consumption has on the world with unusual
rigor. Were the people who picked our pineapples paid fairly? Have these pears been
coated in pesticides? Do the people who make our lemonade support fascism?

Questions abound. And although the process of asking them that comes from closer
examination of the world around us is priceless, it can also be a daunting thing to grapple
with. Grotesque practices seem to be everywhere. Even the jellied sweets we so often
associate with the innocence of childhood are made by boiling flesh and bone.

Yikes.

Reality is stark, and confronting it can give rise to apathy and even anger. Many vegans will
empathize with the experience of standing in a supermarket, seeing almost nothing they can
eat, and wondering whether the other shoppers are uninformed or just uninterested in
preventing suffering.

It’s exasperating to exist in a world that doesn’t share your values. But incremental progress
can be hugely beneficial and firm moral clarity is hard to find. You can do a lot with it, too.
The inspiration to start Invest Vegan came from my personal reckoning with the enormity of
this challenge. It’s my answer to the question “what can I do?”

I have faith that you will find your own answer, and that it will be awesome. The path to
getting there is not simple, but as long as you hold yourself accountable to your own best
intentions you will be making progress. Persevere.
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How to Save for a House

Homeownership is one of the most common financial goals. And for those of us without
access to generational wealth, it’s also one of the most elusive. The value of individual
houses has seemed to levitate over the past five years, often triggering bidding wars,
delaying the start of families, and forcing long-tenured residents out of their neighborhoods.

This is a consequence of a policy decision to treat housing as a financial asset instead of a
human right. That will be difficult to undo without significant collective action, so in the
meantime many people are left wondering what they can do to increase their odds of
access to a secure housing situation.

The traditional answer is quite simple: save money and buy one.

But because saving for a house often comes with an intention to buy sometime in the
coming few years, it is widely and correctly seen as imprudent to invest a would-be down
payment in the stock market since an untimely gyration could eliminate a full year’s worth of
savings or more.

That leaves savers in a tough position. Interest rates are near record lows, which means that
money parked in a savings account will be slowly and surely eroded by inflation. We work
with clients from all walks of life at Invest Vegan, and some of them are feeling the stress
that results from this situation acutely.

Our flagship strategy already holds several positions in real estate investment trusts. As of
our last rebalance on January 3rd 2022, these investments comprised 16.3% of our overall
portfolio. They have the benefit of actually being real estate, which means they can
reasonably be expected to produce similar returns to the houses our clients hope to buy.

In my view, that makes them the natural asset to invest in for this objective. And I’m
delighted to share that we will be introducing a new strategy in the first quarter of 2022
designed specifically for these clients and this objective. Thanks to our intentional and
rigorous approach to portfolio design, we are able to do this using our existing research.

I guarantee that this won’t solve the housing crisis on its own. But I am hopeful that it will
make the uncertainty of planning for the future a little less stressful for our clients. I am also
proud to share this as an example of our ability to listen in client conversations and use the
resources at our disposal to respond imaginatively.

If you’re interested in learning more about this (or anything else) please don’t hesitate to
reach out2.

2 Ibid.
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Our Friend Farmer Mac

Farmer Mac (NYSE: AGM) is our single largest position, representing 9.4% of our flagship
strategy as of our January 2022 rebalance. It is a mission-driven lender chartered by
Congress to create a secondary market for agricultural credit and one of the most important
actors in America’s farm credit system.

In a sense, this business is straightforward. Farmer Mac buys agricultural loans from regional
banks, passing on the benefit of their federal government guarantees to rural America
through cheaper and more widely available credit. The company estimates that farmers and
ranchers invest $2 locally for every $1 they save on interest expenses, meaning that this
benefit reaches deep into pockets of American society that are just plain difficult to access.

The impact of Farmer Mac’s partnerships with regional banks is also profound. These
relationships allow the banks to retain generational relationships even as the value of
farmland appreciates beyond their loan limits (which it often does), and stay ahead of less
community-minded competitors.

The underlying business dynamics are nothing short of beautiful. Like most banks, the
company's main profit engine is the “spread” between its cost of borrowing and the interest
it receives from borrowers. And Farmer Mac is able to borrow remarkably inexpensively
thanks to its status as a Government Sponsored Enterprise.

It gets better, because the company makes good loans safely. Cumulative losses in its farm
and ranch segment, which represents a little less than half of its balance sheet, have been
.12%. That’s a little more than a tenth of 1%! The other three segments have never reported a
credit loss, and the company carries roughly five times as much capital as risk-based
measures indicate is required thanks to tight regulations.

The outlook for financial growth is strong. Farmer Mac holds just a 5.7% share of the overall
US agricultural mortgage market, and has grown its overall business volume at a
compounded 10.3% per annum over the twenty years from 2000 to 2020. 99% of this
business volume is recurring net effective spread and fees, which makes it reasonable to
assume that this growth (and the company’s 16% return on equity) will be durable.

What excites me most, though, is the opportunity for impact that owning these shares
affords us. Farmer Mac is uniquely positioned to shape the US agricultural market, support
the adoption of regenerative agriculture practices, and ensure that our coming adaptation to
the realities of climate change does not needlessly displace farming communities. And
though our shares are officially non-voting, our ownership stake gives us a seat at the table
to advocate for policies that will reduce harm to animals throughout the agricultural system
while supporting sustained economic prosperity.
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A Note on Investment Performance

It is not straightforward to measure the performance of an investment strategy like ours.

That’s because3:

● Our ethical criteria eliminates more than half of the companies that comprise popular
indexes like the S&P 500 from consideration,

● “Sustainable” indices tend to concentrate their holdings in technology companies like
Facebook, Tesla, and Google we also exclude on moral grounds, and

● We invest globally, which makes it difficult to compare our results with stock markets
in any particular country.

I could do a lot of complicated calculations to produce a more appropriate benchmark, but I
don’t feel that would help you understand what’s happening in the portfolio any better.
Instead, we will simply use the MSCI ACWI (a widely used global index) as our benchmark
until a more straightforward approach emerges.

In the chart that follows, our portfolio’s daily returns (purple) for the quarter that just ended
are presented alongside the index (orange). These returns are net of fees, and though I feel
it’s important to share them with you regularly and transparently, I have to stress that they
tell you close to nothing.

3 I explored this in more detail on youtube: Ethics-First Investing: What's Wrong with Index Funds?
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That’s because we are investing to build security and stability over the long term, not to
produce a line that looks good on this chart over an arbitrary three month period. The pride
and confidence that I have in our portfolio stems from the disciplined process that I followed
to construct it and the deep research that has gone into each of its constituents.

Still, it’s nice that we were up 4.03% in our first quarter. Most people agree that it’s better to
be up than down. But it bears mentioning that we will lose money sometimes, because we
invest in securities that fluctuate in value over the short term for reasons that are beyond
mortal understanding.

But that doesn’t mean there’s no point in doing the research. The portfolio described in the
following pages represents my best thinking on how to position ourselves for success and
stability over the coming years.

As always, I am grateful for your trust and look forward to speaking with you soon.

Sloane
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Appendix A: Thematic Overview and Positioning

This appendix describes each of our current positions as well as their thematic role in the
portfolio.

Here are a few quick notes on how it’s composed so that you can use it effectively:

● Holdings that have been added in this quarter are denoted with an asterisk(*).
● Companies are listed under each theme in roughly descending order of their

weighting in the overall portfolio.
● This is not meant to change very often. We make concentrated investments in

high-quality companies that we intend to hold for long periods of time.

Without further ado, here are the companies that comprise our portfolio.

The Last Mile

Everyone has a right to reliable power, data, and a safe place to live. But it will take building,
installing, and maintaining an awful lot of things to deliver on that. These companies get it
done predictably and sustainably, adding meaningful stability to our portfolio in the
meantime.

Our current holdings in this theme include:

● NextEra Energy, a regulated utility company and the world’s largest producer of wind
and solar energy (NEE).

● UMH Properties, a real estate investment trust that specializes in high quality
manufactured home communities with substantial affordability and environmental
advantages over competing housing stock (UMH).

● Armada Hoffler, an integrated construction and property management company
specializing in mixed-use developments (AHH).

● American Tower, a real estate investment trust specializing in the installation and
maintenance of more than 180,000 cellular towers around the world (AMT).

● Two skilled contractor businesses that are well situated to support the ongoing
electrification of our domestic grid: IES (IESC) and Quanta Services (PWR).

● *Ørsted A/S, the world’s largest developer of offshore wind power which is
majority-owned by the government of Denmark (DNNGY).

● TopBuild, which specializes in insulating homes from extreme temperatures and
boosting energy efficiency (BLD).

Overall, these holdings comprised roughly 30% of our portfolio as of January 2022.

From an investment risk standpoint, they are characterized by long investment cycles,
significant backlogs of work to be done, and relatively stable, predictable returns on
invested capital.
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The Circular Economy

Our society needs to reimagine its approach to key resources. This includes reusing metals
and minerals to avoid future extraction, avoiding excessive manufacturing, and managing
whatever waste is created in the most eco-friendly way possible.

Our holdings in this theme include:

● Copart, the world’s leading online marketplace for damaged cars which allows
efficient re-use of resources at national scale (CPRT).

● Cintas, a leading provider of uniform and facility supply rentals for businesses of
various sizes (CTAS).

● *Tomra, the Norwegian inventor of reverse vending machines and maker of
innovative recycling sorting machines (TMRAY).

● Waste Management, one of North America’s leading recyclers and the largest
provider of integrated waste services in the United States (WM).

These holdings comprised roughly 14.3% of our portfolio as of January 2022.

As providers of essential services to businesses, they benefit from increased operational
stability, limited competition, and a significant ability to pass on costs that may manifest due
to inflation.

Economic Plumbing

Money makes things happen, and principled financial institutions play a significant role in
ensuring that the right projects get funded and seen through to completion.

Our holdings related to this theme include:

● Agricultural Mortgage Corporation, better known as Farmer Mac. This lender was
created by Congress to support the development of rural America by supporting
regional electric and agricultural cooperatives. It is our single largest position at 9.7%
of the portfolio (AGM).

● Silicon Valley Bank, a leading commercial bank for high-tech companies and startups
used by roughly half of the United States’ venture-backed tech and life sciences
companies (SVB).

● Signature Bank, an entrepreneurial New York based lender seeing significant deposit
growth thanks to the success of Signet, its digital payment platform based on the
Ethereum blockchain (SBNY).

● HDFC Bank, India’s largest private sector bank by assets. Known for astute credit
underwriting and a range of innovative products, HDFC provides us an opportunity to
support and benefit from the stunning growth of India’s domestic economy (HDB).

Taken together, these holdings comprise 18.6% of our portfolio as of January 2022.
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As lenders, these firms are exposed to trends in the overall economy. I expect them to
experience some credit losses during recessions, but each of them has experienced
management teams, a proven business model, and a differentiated growth strategy that
should allow them to support inclusive economic growth in a variety of macroeconomic
environments.

Humanity Rises

Personal consumption spending is shifting towards companies that embrace our human
needs and desires while adding comfort to our existence, which is meaningfully distinct
from trend-driven models that tended to predominate before the pandemic.

Our holdings in this theme include:

● Crocs, perhaps the strongest brand that encourages people to “come as you are,” this
company makes footwear that’s embraced by everyone from hypebeasts to dads
who love to garden (CROX).

● E.L.F. Beauty, a leading cruelty-free beauty brand making products for “every eye, lip,
and face,” the company enjoys excellent partnerships with a variety of retailers and
growing international distribution for its affordable beauty products (ELF).

● *Nintendo, the legendary gaming innovator and creator of some of the least violent
(and most fun) video game franchises on earth (NTDOY).

● Beauty Health Company, creators of the HydraFacial, an approachable skin treatment
with material health and beauty outcomes, accelerating revenues, and a
generational growth opportunity (SKIN).

● PLBY Group, famous for its bowtied bunny rabbit, today operates one of the world’s
leading sexual wellness businesses and has made waves by embracing queer desire,
entering the NFT marketplace, and launching a competitor to Onlyfans (PLBY).

● Cooper Companies, producers of contact lenses, hormone-free IUDs, and fertility
products are building a diversified portfolio of personal care products that “improves
lives, one person at a time” (COO).

Taken together, these businesses are 23.1% of our overall portfolio as of January 2022.

These firms are exposed to vagaries in consumer demand, which can be difficult to forecast
as it remains unclear to what extent “business as usual” will resume. But given that each of
them is associated with strong brands and products that help people to feel comfortable in
their bodies, it’s reasonable to expect them to gain strength in the transition to the future,
whatever form it takes.

Entrepreneurial Imagination

It’s always a good time to be an innovator, but now might be a better time than ever. These
companies are commercializing advances in computing, material science, and biology to
bring big things to market soon.
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● Enphase, a market leader in microinverters that increase the efficiency of solar arrays
in shady conditions and even enable continuous power production during outages
without the need for batteries (ENPH).

● Alexandria Real Estate, a real estate investment trust that builds and manages
research campuses close to urban environments and makes early-stage investments
in innovative biotechnology companies (ARE).

● Ginkgo Bioworks, a specialist in genetically engineering organisms like yeast and
bacteria for applications ranging from perfumes to vegan proteins and more
sustainable agriculture (DNA).

These positions comprise 13.9% of our overall portfolio as of January 2022.

As technology-driven innovators, these companies encounter business risks associated with
operating at the bleeding edge of human understanding. But they are far from unproven. All
have enough cash on hand to weather a significant drawdown in the broader economy
without being forced to raise capital at anything but advantageous terms.

Important Disclaimer

Please refer to Invest Vegan LLC’s Form ADV Part 2A in conjunction with this report.

Additional information about Invest Vegan LLC available on the United States Securities and
Exchange Commission’s (SEC) website at www.adviserinfo.sec.gov. Click on the “Investment
Adviser Search” link and then search for “Investment Adviser Firm” using the firm’s IARD
(“CRD”) number, which is 316032.

This presentation is neither an offer to sell nor a solicitation of an offer to buy any securities.
Opinions expressed are current opinions as of the date appearing in this material only.

There is no guarantee that a planning goal or investment objective will be achieved. Past
performance is not necessarily indicative of future results. Future returns are not
guaranteed, and a loss of principal may occur. Investing in securities involves risk of loss that
clients should be prepared to bear.

Unless stated otherwise, any estimates, projections, or predictions (including in tabular form)
given in an Invest Vegan LLC communication are intended to be forward-looking
statements. Although our firm believes that the expectations in such a forward-looking
statement are reasonable, it can give no assurance that any forward-looking statements will
prove to be correct. Such estimates are subject to actual known and unknown risks,
uncertainties and other factors that could cause actual results to differ materially from those
projected. These forward-looking statements speak only as of the date of the report’s
communication. Invest Vegan LLC expressly disclaims any obligation or undertaking to
update or revise any forward-looking statement contained in our communications to reflect
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any change in its expectations or any change in circumstances upon which such statement
is based.

The material in this presentation is based on information from a variety of sources we
consider reliable, but we do not represent that the information is accurate or complete. The
material provided herein is for informational purposes only.

References to market or composite indices, benchmarks, or other measures of relative
market performance over a specified period of time are provided for your information only.
Reference to an index does not imply that your investment portfolio will achieve returns,
volatility, or other results similar to the index. The composition of a benchmark index may
not reflect the manner in which your investment portfolio is constructed in relation to
expected or achieved returns, investment holdings, portfolio guidelines, restrictions, sectors,
correlations, concentrations, volatility or tracking error targets, all of which are subject to
change over time.

The MSCI ACWI Index was chosen as the benchmark for our strategy based on the
approximate equivalent risk between the benchmark and the strategy and because clients
will generally use our strategy as a substitute for or a complement to an all-equity portfolio.

The volatility of the benchmark indices may be materially different from the individual
performance attained by a specific investor. In addition, your portfolio holdings may differ
from the securities that comprise the indices. The indices have not been selected to
represent an appropriate benchmark with which to compare an investor's performance, but
rather are disclosed to allow for comparison of the investor's performance to that of certain
well-known and widely recognized indices.

Investment results represent the total return of a portfolio invested directly in our flagship
strategy with no allocation to cash. The investment results shown are not necessarily
representative of an individually managed account's rate-of-return due to varying cash
balances and potential variations in trade execution.

Invest Vegan LLC's portfolio risk management process includes an effort to monitor and
manage risk but should not be confused with and does not imply low risk. Asset classes and
the proportional weightings in the portfolios may change at any time without notice subject
to the discretion of Invest Vegan LLC.

Invest Vegan LLC does not provide tax advice to its clients. All investors are strongly urged
to consult with their tax advisers regarding any potential investment.

Invest Vegan LLC is registered with the State of New York. In no way has the State of New
York approved or endorsed Invest Vegan LLC, its strategies or any of its marketing materials.
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