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Investment Philosophy: 

The advisor invests in high quality, long-term growth companies that meet our 
investment criteria, which includes 
• A strategic position within their industry 
• An enduring franchise, product or brand 
• Consistent, or improving, earnings growth and free cash flow 
• Reputable management with meaningful stock ownership 
• Out-of-favor or undiscovered companies 
• Financial strength to meet debt obligations 

Investment Approach: 

Nicholas High Income Fund seeks to provide a high level of current income by 
investing in a diversified portfolio of primarily high yield corporate bonds. The 
Fund’s secondary objective of total return is pursued by investing securities that 
offer the opportunity for price appreciation in addition to high income. The Fund is 
typically benchmarked against the B of A Merrill Lynch U.S. High Yield Master II 
Constrained Index (BAML US HY II C) over a market cycle. 

Portfolio Information:    

Date of Inception: 02/28/2005 
Net Assets: $2.1 million  
Number of Holdings: 99  
Weighted Average Quality: B1  
Weighted Average Duration: 3.77 years  
Turnover Rate: 88.33% (12/31/09) (1)  
Standard Deviation: 10.65%    5-Yr (2)  
Sharpe Ratio:  0.14%     5-Yr (2)  
(1) Annualized  
(2)Average Annual    

      
Top 10 Holdings: % of Net Assets  
 

Sprint Nextel Corporation 3.19% 
Ford Motor Company 2.59% 
Great Lakes Dredge & Dock Company 2.56% 
Denbury Resources Inc. 2.38% 
Psychiatric Solutions, Inc. 2.36% 
Pinnacle Foods Finance LLC 2.34% 
Res-Care, Inc. 2.26% 
MGM Resorts International 2.10% 
Level 3 Communications, Inc. 2.07% 
ManTech International Corporation 2.03% 
 23.88% 

  

 

 

Morningstar Ratings: 

 Overall 3 Year 5 Year   
Rating      
# of Funds 500 500 428   

 

Category: High Yield Bond 
Source: Morningstar, as of June 30, 2010. 
The Overall Morningstar Rating™ for a fund is derived from a weighted 
average of the risk-adjusted performance figures associated with its three-,five- 
and ten year (if applicable) Morningstar Rating™ metrics (3) 

 

Performance History: as of June 30, 2010 

 Quarter 1 Year 3 Year 5 Year 

Since 
Inception 

02/28/2005 
Nicholas High 

Income Fund -0.22% 17.71% 2.16% 3.67% 3.17% 
BAML US HY 
 II C -0.04% 27.46% 6.73% 7.17% 6.63% 
BAML US HY 
 BB-B 0.24% 21.76% 5.33% 6.13% 5.79% 

 

 2009 2008 2007 2006 2005(4) 
Nicholas High 

Income Fund 36.15% -23.33% 1.59% 9.04% -0.53% 
 

BAML US HY 
 II C 58.10% -26.11% 2.53% 10.76% 2.78% 
BAML US HY 
 BB-B 46.14% -23.71% 2.68% 10.70% 3.35% 

      

Expense ratio: 1.06%  
(4) The inception date of the Fund was 02/28/2005. The performance for 2005 
represents the period from 02/28/2005 through 12/31/2005. 

 

 

30-Day SEC Yield: 7.49% 
 

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 current to the most recent month end may be 
obtained by visiting www.nicholasfunds.com/returns.html or calling 1-800-
544-6547. 

 

 

Ratings Breakout: % of  Portfolio 

Baa 0.3%

Ba 22.95%

B 56.55%

Below B 14.42%

Cash and Equivalents   5.63%

Equities 0.15%

 Ratings breakout based on Moodys ratings.  

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 visiting www.nicholasfunds.com.  Read it carefully before investing.   
 

Diversification does not assure a profit or protect against loss in a declining market. 
 

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. 

Please refer to Page 2 for additional disclosures. 
Quasar Distributors, LLC, Distributor 



 
 

 
Bank of America Merrill Lynch U.S. High Yield Master II Constrained Index (BAML US HY II C) is a market value-weighted index of all domestic and yankee 
high-yield bonds, including deferred interest bonds and payment-in-kind securities.  Issues included in the index have maturities of one year or more and have a credit 
rating lower than BBB-/Baa3, but are not in default.  The Merrill Lynch U.S. High Yield Master II Constrained Index limits any individual issuer to a maximum of 2% 
benchmark exposure.  
 
Bank of America Merrill Lynch U.S. High Yield BB-B Rated Index (BAML US HY BB-B) is an unmanaged market index comprised of various fixed income 
securities rated BB and B.  
 
You cannot invest directly in an index. 
 
 (3)© [2010] Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar; (2) may not be copied or distributed; and (3) is 
not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or loses arising from any use of this 
information. For each fund with at least a three-year history, Morningstar calculates a Morningstar Rating TM (based on a Morningstar Risk-Adjusted Return measure 
that accounts for variation in a fund’s monthly performance, including the effects of sales charges, loads, and redemption fees), placing more emphasis on downward 
variations and rewarding consistent performance. The top 10% of funds in each category receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the 
next 22.5% receive 2 stars and the bottom 10% receive 1 star. (Each share class is counted as a fraction of one fund within this scale and rated separately, which may 
cause slight variations in the distribution percentages.) 
 
Fund holdings are subject to change at any time and are not recommendations to buy or sell any security. 
 
Glossary of Terms: 
  

Cash flow Cash flow measures the cash generating capability of a company by adding non-cash charges (e.g. depreciation) and interest expense to 
pretax income. 

  
EPS Company total earnings divided by outstanding shares. 
  
Standard Deviation Standard Deviation is a statistical measure of the historical volatility of a mutual fund or portfolio, usually computed using 36 monthly 

returns. 
  
Sharpe Ratio A measure of a fund’s historical returns adjusted for risk, or volatility.   
  
  
  
   

 


