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Note: Items in brackets [  ] are meant to be clarifying statements but are not part of the 
actual audio recording of the webcast. 
 
This transcript must be read in conjunction with the corresponding webcast slides, 
posted on fpa.com. The webcast slide page numbers are referenced below. Please also 
reference the Important Disclosures at the end of this transcript and throughout and at 
the end of the webcast presentation. 
 

You should consider FPACX (the “Fund”) investment objectives, risks, and charges and 

expenses carefully before you invest. The Prospectus details the Fund's objective and 

policies and other matters of interest to the prospective investor. Please read the 

Prospectus carefully before investing.  

 

The most current prospectus can always be obtained by visiting the website at 

www.fpa.com, by calling toll-free, 1-800-982-4372, or by contacting each Fund in 

writing. 

 

(00:00:00) 

Moderator: [Please reference slide 1] Hello, and welcome to today’s webcast. My name 

is Heidi, and I will be your event specialist today. All lines have been 

placed on mute to prevent any background noise. Please note that today’s 

webcast is being recorded.  

  During the presentation, we will have a question and answer 

session. You can ask text questions at any time. Click the green Q&A icon 

on the lower left-hand corner of your screen, type your question in the 

open area, and click Ask to submit. 

  If you would like to view the presentation in a full-screen view, click 

the Full Screen button in the lower right-hand corner of your screen. Press 
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the Escape key on your keyboard to return to your original view. For 

optimal viewing and participation, please disable your popup blockers. 

  And finally, should you need technical assistance, as a best 

practice, we suggest that you first refresh your browser. If that does not 

resolve the issue, please click on the Support option in the upper right-

hand corner of your screen for online troubleshooting. 

  It is now my pleasure to turn today’s program over to Ryan Leggio. 

Ryan, the floor is yours. 

 

(00:01:00) 

Ryan: Thanks so much, and good afternoon, everyone. And thank you for joining 

us today. We hope everyone finds themselves safe and healthy during this 

environment. We would like to welcome you to FPA Crescent’s Second 

Quarter 2020 Webcast. My name is Ryan Leggio, and I am a partner here 

at FPA. The audio, transcript, and visual replay of today’s webcast will be 

made available on our website, FPA.com. And the presentation from today 

is now available to download on our website.  

  Momentarily, you will hear from Steven Romick, Brian Selmo, and 

Mark Landecker, the portfolio managers of our Contrarian Value Strategy, 

which includes the FPA Crescent Fund. Steven has managed the FPA 

Crescent Fund since its inception in 1993, with Brian and Mark joining 

Steven as portfolio managers in June of 2013. 
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  At this time, it is my pleasure to turn the call over to Steven. Steven, 

over to you. 

(00:01:51) 

Steven: [Please reference slide 2] Thank you, Ryan. The first slide you’ll see here 

is just to address the FPA Crescent Fund’s philosophy. We always start 

with this. This is a reminder. Our goal is to achieve equity[-like] rates of 

return with less risk over full market cycles. We’ve had this unusual ability 

for a public fund to invest broadly, not just in stocks, but in distressed debt, 

high-yield bonds, overseas as well as in the US, as well as a host of other 

tools. However, elevated pricing in asset prices in recent years has not 

allowed us to take advantage of all of our resources. 

  [Please reference slide 3] We closed our first quarter letter with the 

observation that economies were worse than stock indices might 

otherwise suggest. What we thought true then is only more true today, yet 

the second quarter had one of its larger quarterly moves. The global MSCI 

ACWI index advanced 19 percent in the second quarter, while the S&P 

500 increased 20 percent, erasing a majority of the year to date declines 

that had occurred through March’s trough. FPA Crescent increased 15 

percent over this same period.  

  Our long equities held by the Fund increased 22 percent in the 

quarter, [performing better than] those benchmarks, although declining 13 
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percent in the first half.1 During the second quarter, including a small 

amount of other risk assets and cash it held, the Fund generated almost 

76 percent of the return of the market but slightly underperformed its own 

risk exposure of a little bit higher than that, 76.7 percent.  

  Looking back further, Crescent’s performance in this market cycle 

has been more or less in line with the blended US S&P 500 [i.e., 60% S&P 

500 / 40% BBg Barc US Agg], and the global MSCI ACWI, with only 60 

percent of our capital at risk, however. We have continued to deliver 

equity[-like] rates of return, but our value-driven investment philosophy 

has kept us from owning some of the more expensive growth stocks that 

continue to lead this market.  

  The headwinds faced by our strategy may or may not turn to 

tailwinds in the near future, but it is not wholly unreasonable to think that 

growth will always outperform value; that low-volatility stocks won’t always 

trade at a historically wide a spread as high-volatility stocks as they do 

today; and that international stocks can outperform US stocks again at 

some point; that we will once again find some opportunity in high-yield; 

and that interest rates can surprise and rise; and that there will be 

appropriate places to invest our cash. 

                                                 
1 The performance of the long equity segment of the Fund is presented gross of investment management fees, transactions costs, 
and Fund operating expenses, which if included, would reduce the returns presented. Long equity holdings only includes equity 
securities excluding paired trades, short sales, and preferred securities The long equity performance information shown herein is for 
illustrative purposes only and may not reflect the impact of material economic or market factors No representation is being made 
that any account, product or strategy will or is likely to achieve profits, losses, or results similar to those shown. A Fund investor can 
only purchase and redeem shares at net asset value. 
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(00:04:14) 

  [Please reference slide 4] Who would have thought that a global 

pandemic, social disturbances, extreme political polarity, and all that has 

accompanied those trends would have created those trends, or at least 

more caution, in global markets? Yet stock markets and debt markets are 

up around the world, in many cases, way up, with growth companies 

continuing to lead the charge.  

  [Please reference slide 5] Value appears relatively inexpensive 

when compared to growth, as has been the case now for some time. 

While the spread between the two came in during the market decline, it 

quickly shot up in the Q2 rally.  

  [Please reference slide 6] We have come across a number of 

references made to some work done by Empirical Research that identified 

75 large cap stocks with great growth characteristics. Their work looked 

back to the 1950s, and they have not seen a period as expensive as at 

current, at 66x forward-[price-to-]earnings (“P/E”) estimates, and the 

highest relative P/E multiple when compared to the rest of the [large cap] 

market. This is not to suggest that these companies are bad, although 30 

                                                                                                                                                             
Past performance is no guarantee, nor is it indicative, of future results 
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percent of them do lose money. However, a lot of must go right in the 

future for these companies to justify their current valuation.2  

  Conversely, a lot would have to go incredibly wrong for many of the 

value stocks that have been left behind in this bull run to not prove to be 

reasonable investments in the future. Investors have been finding comfort 

in those businesses that have less volatile earning streams, as well as in 

those companies with seemingly great future prospects, even if the 

business model is as yet unproven. We believe there is better opportunity 

in the uncomfortable, where the short term is more challenged, but with 

respectable long-term prospects.  

  [Please reference slide 7] Given the Fund’s avoidance of the more 

richly priced companies, which speaks to the higher valuations one might 

see in the stock market, [we believe] this dichotomy should position the 

Fund well for the future. The largest five stocks by market cap [in the S&P 

500] are at a 30-year high, and that’s been the biggest driver of the S&P 

500’s return. They now account for 22 percent, that’s the highest I’ve seen 

in my career.  

(00:06:18) 

                                                 
2 Source: Empirical Research Partners (“ERP”), National Bureau of Economic Research. ERP categorized a group of 75 U.S. large 
capitalization (“cap”) stocks that have faster and stronger growth credentials than the rest of the U.S. large-cap universe (830 
companies) as ‘Big Growers’. Their analysis covered the period January 1, 1952 through June 8, 2020. Trailing P/E analysis showed 
the Big Growers, as an equally weighted group, currently trade at a relative (to the universe) trailing P/E ratio higher than anything 
seen since 1952. Forward P/E is the average of the Forward P/E’s for the 75 firms as of July 22, 2020. Forward P/E’s are estimates 
and subject to change. 
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  [Please reference slide 8] Expanding on this historic narrative, 

nearly half the names in the S&P have not only underperformed, but have 

lagged the index return year to date by more than ten percentage points, 

while just 22 percent have outperformed the index by more than ten 

percentage points. Said another way, fewer stocks are outperforming, 

while more stocks are underperforming.  

  [Please reference slide 9] The Fund’s investments in the tech 

sector have continued to outperform its more traditional value 

investments. While we own a number of high-quality growing businesses 

that trade a reasonable valuations, it seems no price is too high for some 

growth stocks, and no price is too low for perceived lower quality. 

Similarly, growth can’t be expensive enough nor value cheap enough.  

  Prices have seen some wild swings. For example, AIG detracted 

1.4 percent in the trailing 12 months, but has almost doubled off its March 

low, and was a contributor in Q2. AIG is a great example to many 

companies whose stock prices jump around in a fashion completely 

unrelated to their business value.  

  [Please reference slide 10] Despite the decade-long headwind of 

value underperforming growth, the stocks we have held in Crescent have 

actually performed [better than] the broad market averages since we 

started keeping track in 2007, besting the S&P 500 by just 0.41 percent 

per year, but beating the MSCI ACWI by a more significant 3.8 percent 
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beginning in 2011. Our long-term numbers are impacted by results this 

year, and the historically wide valuation spreads that remain in the market, 

a topic that we’re going to cover in the next slide. For the most part, our 

more significant 2020 purchases were in companies hurt in this economic 

downturn, in many cases, quite severely, thereby creating what we believe 

to be an opportunity. Expectation for these companies’ prospects have 

changed, while prices sank much more than the change in outlook.  

  Looking toward an eventual economic recovery, we believe these 

recent investments, such as LG Quartz, Wire Pacific, Bookings Holdings, 

Marriott, NXP, Richemont, and Wabtec, complemented by additions to 

many of the Fund’s existing holdings, will fare quite well, and once again 

return to investors’ favor. Whenever possible, we traded lower quality 

businesses for higher quality ones that [we think] should enjoy a 

prosperous future despite more cyclicality. Owning higher quality 

businesses gives us the comfort to invest more over this decade than 

previously. 

(00:08:42) 

   Nevertheless, we expect more of ourselves. Our ability to 

demonstrate better success, though, won’t likely occur until investors are 

less willing to pay as dear a price for growth. We believe that irrational 

behavior has once again entered pockets of the market. We also believe 

that the Fund owns good businesses at good prices, but our stock prices 
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appear too weak for the moment by the unnaturally levitated shares of 

businesses with unproven operating models.  

  [Please reference slide 11] Valuation spread, which is the gap 

between the cheapest quintile of stocks to the average stock, is at its 

widest level since early 2009. That skew has historically been our 

opportunity, and has allowed for future outperformance. This skew, this 

gap, helps explain our increased risk exposure that we have in the 

portfolio today. So despite the market looking more expensive on the 

surface, and despite this recent run, there are many companies that we 

see and hold in the portfolio we think are quite reasonably priced that [we 

think] should deliver good rates of return on into the future.3  

  [Please reference slide 12] We remain intent on preserving capital, 

though, and purchasing power over time. We can understand why price 

volatility and increased equity exposure may feel incompatible with that 

goal, but we think that it makes sense to increase our exposure to an 

equity portfolio with the characteristics of Crescent. We continue to like the 

optionality of cash, but given the increase of money supply around the 

world,  

 

                                                 
3 Past performance is not indicative of future results and there is no assurance that the Fund’s investment objective will be 

achieved or that the strategies employed will be successful.  As with any investment, there is always the potential for gain, 

as well as the possibility of loss. 
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 and an express commitment to hold rates near zero, we are reluctant to 

hold too much dry powder. 

  [Please reference slide 13] We have been disappointed with 

Crescent’s performance, but it is not the first time that our style of 

investment has been so out of favor. As shown in this table, that is based 

on consensus earnings [forecasts] at the time, our portfolio has remained 

attractive relative to the market over the past year.4 Crescent’s portfolio 

companies continue to trade at a discount to both P/E and price to book. 

Although many stocks are currently quite expensive, not only is our 

portfolio cheaper, but the companies in it have had more historic growth 

and better expectations for future growth, as well as having stronger 

balance sheets than the stock market overall. The three-year historic 

growth rate of our companies has been two to four times the benchmarks, 

while the consensus view for the next three years is for growth that is 

about seven percentage points better.  

(00:11:05) 

 Over time, we would expect that the relationship between valuation and 

growth to support improved performance. But of course, we can’t make 

any guarantees, and the disconnect may continue to try our collective 

patience.  

                                                 
4 On slide 13, “portfolio” refers to the Fund’s long equity holdings only. Note: consensus estimates are subjective and subject to 
change. 
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 In an uncertain world, this gives us some margin of safety, particularly 

given that governments seem willing to do anything to resolve the crisis, 

including keeping interest rates low, or even negative; printing money; 

giving money way; and making loans that can be forgiven.  

  When framed over the long term, the Crescent equity portfolio’s 

[earnings and dividend yields] appear superior [to the bond and cash 

markets]. So we have chosen and accepted a bit more volatility in 

exchange for [the opportunity for] a better expected longer term return on 

capital. And we believe when global economies eventually recover, 

investors will appreciate the merits of many of these unloved companies, 

with deeply discounted valuations compared to the market. People will 

again stay in hotels and Marriott will be there to accommodate them. The 

cruise industry will not disappear, as vacationers will once again set sail, 

although the industry could suffer more than the hotel business.  

  During the downturn, we therefore established a position in Marriott 

[International] stock, but opted to retain a perch atop the capital structure 

in the cruise industry, purchasing senior secured loans in both Carnival 

Cruises and Royal Caribbean at close to 12 percent yields.  

  [Please reference slide 14] The US has continued to outperform 

international markets, which has made foreign domiciled companies 

marginally less expensive, all else being equal.  
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 We have leaned in to the cheaper international valuations, and now have 

[about] 37 percent of the Fund invested in companies based outside the 

United States.  

 [Please reference slide 15] That relative value argument of international 

versus US stocks is exhibited in this table. The US trades above its 

historic average value for P/E and price/book, while international markets, 

for the most part, traded below their historic average. 

(00:13:00) 

  [Please reference slide 16] As we have too frequently lamented, 

high-yield bonds have offered very poor yields in recent years, and there 

has been no distress cycle since the 2008/2009 downturn. The paltry 

yields of the sector have kept us away; simply because we can invest in 

an asset class doesn’t mean we should. Nevertheless, not only has much 

in high-yield has hurt performance, as interest rates kept going down and 

risk spreads narrowed, despite increasing corporate leverage to 

unprecedented levels, declining average credit quality, and weaker 

covenants for borrowers.  

  That has only started to reverse in the first quarter, but has since all 

but vanished since the Federal Reserve is buying corporate debt for the 

first time, and even some recently downgraded less than investment grade 

credit. When money costs almost nothing, or even less than nothing, it 

perverts price discovery. If there is no cost of capital, then one can 
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theoretically pay an infinite price for assets, which creates a difficult 

backdrop for investors such as ourselves who insist on a margin of safety. 

Low and negative rates take money away from savers and lenders and 

give it to borrowers, investors, including speculators.  

  In one shocking example, LVMH5 acquired Tiffany for $16 billion; 

selling $10 billion in bonds to finance its purchase. Even the longest 

maturity of the bonds sold, a tranche with an 11-year maturity, promised a 

yield of just 0.43 percent. As if that wasn’t stunning enough, the European 

Central Bank has been snapping up about 20 percent of the European 

bond issues that meet certain qualifications, and this new LVMH set 

appears to qualify. Two of the five tranches denominated in euros were 

even sold at negative yields. In other words, the holders of these bonds 

are literally paying Bernard Arnault, LVMH’s largest shareholder and the 

richest man in the country with historically left, liberal leanings, to buy a 

foreign-based luxury brand. It’s no wonder we have found so few high-

yield bonds to put into our portfolio. 

(00:15:03) 

  The US Federal Reserve and European Central Bank are doing 

their best to inhibit what should have been, and might hopefully still be, a 

historic opportunity to buy high-yield debt. Price discovery, as I said, has 

been lost. Investors thirsty for yield and this fad in ECB’s purchase of high-



 

Q2 2020 FPA Crescent Fund (FPACX) Webcast 

July 30, 2020 

 

 

 

 
-14- 

 

yielding corporate bonds, has propped up prices at higher levels than they 

otherwise would have been.  

  [Please reference slide 17] That’s the end of our prepared remarks. 

But we have had a number of questions that has come across the 

trenches in advance of our call. I’m going to turn those. Since Mark, Brian, 

and I are in different locations, it will probably end up being a better flow 

between us, but we’re going to take turns in addressing these, and I will 

take the first swath of them. We tried to address some of them in our 

prepared remarks, and we won’t be answering those questions that 

involve companies in which we’re currently transacting, or have something 

that we have little ability to speak to like what Democrats taking the 

Senate might mean to the market.  

  First question is: how much did cash contribute to your returns from 

2000 to 2003 when interest rates were higher? Did you see similarities 

between tech stocks today and 2000, and are energy stocks a good 

value? So three questions there, thank you.  

  Let me take the crash part of the question first. We’ve never done 

the math to know exactly, but given what our average cash balances were 

at the time, we probably have the benefit of more than one percent. The 

low return on our cash balances has clearly been a headwind for the 

Fund’s return in this past decade, as compared to the one prior. The 

                                                                                                                                                             
5 LVMH is LVMH Moet Hennessey – Louis Vuitton SE 
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government clearly intends to keep rates as low as possible, so if that is 

the imperative, it makes the holding of cash less desirable.  

  The second question – the internet bubble of 1998 to 2000 was 

characterized by many bad businesses and stupid valuations. There is 

always going to be bad businesses, but this current environment has 

many very good global tech companies with very good business models 

trading at valuations that are far from the excesses of the previous tech 

bubble.  

(00:17:03) 

  With regard to energy stocks, we have for the most part stayed 

away. We don’t want to be so dependent on what the price of oil needs to 

be in order to justify the current valuation.  

  Another question. With growth mainly in tech crushing value for so 

long, we have been expecting a reversion of the mean, but clearly it hasn’t 

happened yet. When will valuation matter again, or is tech dominance 

justified? 

  We keep asking the same question; as it has been said, markets 

can be irrational longer than investors can remain solvent. Investors’ 

patience has been understandably challenged by the unprecedented 

length of this bull market, and the increasing disconnect between growth 

and value, and quality businesses versus those perceived as lower quality, 

which really just might mean more cyclical. We have a portfolio that has 
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stood the test of time, going on three decades. We believe that it is 

appropriate to have different types of investments in a portfolio, such that 

one stock doesn’t end up dominating, so that when cycles change, all 

don’t decline together.  

  Where do you envision the cash levels to be as we approach year-

end? Cash is always going to be the residual byproduct of our research 

processes. As we mention on the call, we do expect on average to run 

with higher net risk exposure as the government is operating with a win at 

all costs mentality, which we believe will make cash increasingly less 

valuable.  

  How are we managing flows? We have always conservatively 

managed the Fund. We always want to make sure we have the portfolio 

we want, whether the Fund is growing or shrinking. As a result, some less 

liquid positions are kept smaller at purchase, so that they can grow 

naturally in the event that the Fund has outflows.  

  Morningstar now rates Crescent as having “high risk.” It has placed 

comment on the disconnect between its measure of risk and yours. That’s 

an accurate observation, only in the context of our peer group, which is 50 

percent to 70 percent equity. There isn’t a true peer group for funds that 

invest as broadly as Crescent. So we end up in this category by default. 

The other funds in this group are largely US-based, large cap funds with a 

large complement of growth stocks, and significant positions in 



 

Q2 2020 FPA Crescent Fund (FPACX) Webcast 

July 30, 2020 

 

 

 

 
-17- 

 

intermediate maturity investment grade bonds, all of which have been 

beneficiaries of the prior decade’s tailwinds. Crescent is global, multicap, 

value-biased with exposure to high-yields and distressed. Despite these 

differences, we were viewed as lower-risk in the previous decade when 

value was in favor, and interest rates didn’t become zero-bound. The big 

question, of course, is what will the next decade bring? 

  There are a number of questions regarding performance in a very 

deep, and very quick, downturn, largely centered around the Fund’s 

downside capture. These are good questions, and fair questions; we really 

addressed these in great depth in our Q1 conference call. We would like 

to direct you to that transcript and tape of the call that is on our website, 

specifically beginning at the bottom of page two and continuing on into 

page four.  

(00:19:53) 

  How do you self-grade one, selection, and two, exposure 

management? We give ourselves passing grades on both. Over the last 

decade our equities have beaten both our US and global [illustrative 

indices]; only marginally so with respect to the S&P, but equities have 

soundly beaten the MSCI ACWI, by more than, as I pointed out earlier, 
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300 basis points.6 We have made numerous purchases this year, in both 

equities and debt, but only in the fullness of time will we see what 

appropriate grade that these purchases will merit.  

  [Please reference slide 19] With respect to exposure management, 

we think we have done reasonably well. You can see from – and I’m going 

to have to put to a chart that you can see – this chart that we tend to lean 

in…do you see that chart in the appendix, Elliott? That one, yes. You can 

see from this chart that we tend to lean in when markets are weak and 

back off when they are expensive.  

  With Europe’s lack of technology and growth companies, is it even 

fair to compare the two? [Please reference slide 15] I assume it’s been 

asked to compare European industries versus the US, given that far fewer 

cutting-edge tech companies are based in Europe. It’s an appropriate 

observation. But it would also be reasonable to point out that financials is 

not only a larger part of the European indices, but on average, the 

European-based banks have poorer balance sheets than their US 

brethren, and they are a larger component of the European indices than 

they are in the US. No index, though is exactly comparable, so we  

                                                 
6 Note: Equities refers to long equity holdings only excluding pair trades and preferred securities. Refer to slide 10 for additional 
important disclosures. The MSCI ACWI was not considered a relevant illustrative index prior to 2011 because the Fund was not 
classified as a global mandate until this point in time. Comparison to the S&P 500 and the MSCI ACWI indices for illustrative 
purposes only The Fund does not include outperformance of any index or benchmark in its investment objectives. An investor 

cannot invest directly in an index. Past performance is no guarantee, nor is it indicative, of future results. Please refer to slide 3 
for net performance of the Fund since inception. 



 

Q2 2020 FPA Crescent Fund (FPACX) Webcast 

July 30, 2020 

 

 

 

 
-19- 

 

 therefore don’t base on any of the index differences. We compare 

companies; company to company, like for like, in different parts of the 

world. The quality of similar businesses domiciled in different regions, and 

their respective valuations; that’s what our focus is. And when we do 

invest more overseas, we’re finding good quality businesses are trading at 

less expensive prices than the equivalent types of businesses in the 

United States. 

  I’m going to begin to turn it over to Brian and Mark, and the first 

question I’m going to pass over to Brian. With a company like Jefferies 

selling at such a discount to its tangible book value, what are the main 

risks to that tangible book value with an investment bank like Jefferies as 

compared to a traditional bank? 

(00:22:06) 

Brian: Yes, sure. Thanks, Steve. So specifically, with regard to Jefferies, you’re 

going to have the inventory –  

(00:22:15) 

Steven: Brian, can you speak up a little bit, please? 

(00:22:18) 

Brian: Sure, I’ll turn the volume up. Hopefully that’s better. So with Jefferies in 

particular, there is going to be two risks, or two exposures early in tangible 

book. One is going to be the merchant banking portfolio, which is a group 

of about ten positions across a number of different industries that will both 



 

Q2 2020 FPA Crescent Fund (FPACX) Webcast 

July 30, 2020 

 

 

 

 
-20- 

 

have potential for gain and loss. It’s a book that, today, from a tangible 

book value perspective, is marked below what an achievable sale price 

would be, so there’s some level of discount in that, if you’re looking at just 

from a tangible book versus what those assets could actually be sold for 

perspective.  

  And then over on the investment banking side, there’s the inventory 

positions for the flow trading business. Jefferies doesn’t take prop 

positions there. And then there’s also a joint venture with Mass Mutual 

where they manufacture and sell leveraged loans. And so the real risk, as 

I would perceive it, is on the investment banking side, that they get caught 

in the middle of a market repricing with a lot of inventory that they 

essentially can’t move.  

  And so, in the case of Jefferies, you can go back and look at some 

historical examples, whether it’s the European debt crisis back in 2011, 

whether it was the seizing up of the high-yield market in late 2015 and 

early 2016, whether it was fourth quarter of 2018, or the first quarter of this 

year, and you can see what the type of exposures and marks they took in 

those periods. And you’ll notice if you look back over there, it was fairly de 

minimis over those periods.  

  And so I think that you can say one, they managed that exposure 

pretty successfully in the past, and they have certainly managed it 

successfully through the dislocation of coronavirus; but it will remain an 
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exposure and something they have to manage. I would say that we have 

comfort in their management of that because of our confidence in the 

management team who are large shareholders, and who are deeply 

involved and invested in the performance of the business.  

  And I will now turn the next question over to Mark. 

(00:24:23) 

Steven: Mark, the question was do you have an outlook for the post-pandemic 

world? Or do we have an outlook?  

(00:24:34) 

Mark: Sure. I don’t actually think we have an outlook that’s any more unique 

aside from thinking that this too shall pass, eventually. So people will once 

again start to fly, travel; there will be some structural changes to the world. 

So there’s been a quote that’s been repeated many times by Microsoft 

COO where in terms of the digital revolution, more progress has been 

made in the past two months than would have made in two years prior to 

COVID. And so you’re seeing that.  

  And if you think about what we’re doing – we’re thinking about how 

our portfolio companies, our potential investment candidates, are going to 

be impacted over the next three to five years. Some of them are definitely 

feeling repercussions at the moment from COVID-19, and this will have a 

lasting impact over the next three to five years. Other companies, for 

examples, we own a gaming company called Nexon, listed in Japan, but 
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we were on a call recently with the CEO, and obviously acknowledging the 

humanitarian crisis that is COVID-19, as relates to the business, it was 

literally an incidence of “what crisis?”  

  And so it’s difficult to paint COVID-19 with a broad brush across all 

companies. It’s obviously very nuanced. As we sit here today, simply since 

we’ve been on the call, the headlines I’ve seen cross my Bloomberg have 

been the bankruptcy of California Pizza Kitchen, as well as Facebook and 

Google coming in with very good operating performance after hours.  

  So time will tell, and we are obviously looking for companies that 

we think it’s not a question of if they will emerge from COVID-19 but when 

they emerge, what their earnings power will be, and are they well-

positioned as good stewards of capital, and so on and so forth.  

(00:26:23) 

Brian: That maybe rolls into the next question of where do you see or hear 

permanent impairments in your channel checks or discussion? And I think, 

to Mark’s point, there is going to be a number of areas that are disrupted 

but acceleration to digital will further that. I think that for the specific 

companies that we own or have looked at, I think we talked about this a 

fair bit in the first quarter call, but we have for a while been thinking about 

the evolution and move toward a more digital world and have been trying 

to avoid those businesses that face real long term secular headwind. So I 
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don’t think we have really those exposures in the portfolio, at least 

certainly not ones that we’re aware of and letting linger.  

  The one place where we did have a reasonably-sized exposure 

ahead of coronavirus that’s going to be in the process of being directly 

impacted will be in the aerospace supply business. Now that’s probably 

still a good business long-term, and certainly something where we think 

demand will ultimately recover to higher levels in the fullness of time. But 

it’s going to be quite a long time before that happens.  

  I’ll turn it back to you, Steve. Oh, go ahead Mark. 

(00:27:44) 

Mark: I was just going to add for long time investors in Crescent, and those of 

you who either attended or watched the webcast of our investor day some 

years ago, probably – I’m not sure if anyone can remember which year it 

was – we walked through our aerospace thesis, and we talked about how 

we didn’t have tremendous confidence in the order books of Boeing and 

Airbus. And so what we had really done was make investments in 

companies that were nicely exposed to the aftermarket segment, whether 

it be through engines or other aftermarket parts such as brakes, wear and 

tear, churn and burn, so on and so forth.  

  And to be honest, given that this recession is accompanied by a 

global pandemic that involves sheltering in place, complete lockdowns, 

travel effectively declining 99 percent, it definitely is much worse than the 
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worst-case scenario we would have envisioned for many of those 

companies. It doesn’t mean that five years from now, the earnings are 

going to be permanently impaired, but it definitely means that they are 

having a rockier COVID-19 economic downturn than we would have 

expected in a run of the mill recession.  

(00:28:51) 

Steven: Thank you. There are some question that have come across the – Mark 

and Brian, something just came across to say they have a harder time 

hearing you, Mark and Brian. So please both of you move the 

microphones closer to your mouths or find a way to speak up a little bit 

and project, so everybody can hear you on the call.  

  I’ll take a few of the questions first. What would the impact be of 

breaking up the high-tech companies, as Congress seems intent on doing, 

and for good reasons? Alphabet is a particular target.  

  It’s unanswerable what – first off, if the companies will be broken 

up, what the regulations, how the regulatory environment might change, 

what it might mean to them. But if you look at historic analogies, for those 

companies that have been particularly dominant in their industries and 

when they run afoul of the governments, they get involved, it hasn’t been a 

bad thing for investors, necessarily, and one should be mindful of that. 

John D. Rockefeller actually became much richer after they broke up 

Standard Oil into all the smaller oil companies. And it was a wonderful 



 

Q2 2020 FPA Crescent Fund (FPACX) Webcast 

July 30, 2020 

 

 

 

 
-25- 

 

investment to have owned the breakup of Ma Bell and all the Baby Bells 

for many years subsequent to that.  

  So it’s really too early to tell any of those things. But one can be 

highly confident there’s going to be a headline risk to this, and these 

stocks will probably trade on that headline risk. But our ability to foresee 

what that impact might be is impossible and it could actually end up being 

similar to that, even a positive.  

  There was another question about the thesis for Carnival and Royal 

Caribbean. I mentioned that in our prepared remarks. As do we expect a 

reorganization from these entities, we don’t expect a reorganization; we 

don’t not expect a reorganization. Our decision to buy the debt of these 

companies was predicated on one key thought: that the cruise industry will 

continue to exist. It might have to be restructured; there might be fewer 

boats out there on the seas – or there might not; we’re not suggesting that 

will be the case – but in the event that there are, as long as the cruise 

industry continues to exist, we have so much collateral coverage, as first 

lien lenders to these two companies, Carnival has a relatively young fleet, 

that we don’t have any real great concern as to our ability to get our 

capital returned to us from these first lien loans at maturity looking out 

three to five years.  

  I’ll turn it over to Mark and Brian to answer a few.  

(00:31:34) 
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Brian: There was just a question that came in, if you could scroll down, Elliott, to 

the bottom, about the slide that Steven had about how could earnings 

growth be expected to be higher from the middle of 2020 than from the 

middle of 2019, given the effects of COVID and post-COVID? I think the 

observation on that would be that the earnings are from a lower base in 

2020, because they have been the base years, essentially the year you 

are growing off has been impacted by COVID. And so you can see that in 

that chart because the P/Es have essentially moved up over the last 12 

months over the periods compared, and that’s indicative of a lower starting 

point. And I probably would broadly agree with similar medium-term 

earnings power for a lot of the businesses; certainly the businesses we 

own. I have less comment on the S&P. 

  There’s a few questions on banks that I will handle, if you can scroll 

down a little, Elliott. Essentially the poor performance, what is the thesis, 

and there is one specifically on Wells Fargo. I will share the thesis and 

then maybe go into Wells Fargo. Broadly the thesis is that the banks are 

well capitalized today, in the middle of the year, I think they were well-

capitalized in the beginning of the year. They have now put up a 

significant amount of reserves and have remained very well capitalized, 

certainly much-better capitalized today, with two quarters of massive 

reserves billed than they were prior to the start of the great financial crisis.  
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  I think that’s the first observation. The second would be that the 

larger banks have a certain cost advantage from a tech perspective that’s 

probably growing versus some of the smaller banks. And when you 

combine that with a real differentiated funding profile, they ought to be 

able to earn decent returns on that improved capital base. Those returns 

would be somewhat better with more normal interest rates; they would be 

somewhat worse with somewhat lower interest rates. But I think the 

observation or the question I would pose is if you have a business that 

had been 15 to 16 percent return on tangible with two or three percent 

rates, and is today, call it ten to 13 percent returns with zero interest rates, 

and has shown an ability to weather a global pandemic without impairing 

the capital, isn’t that ten to 13 return pretty outstanding relative to zero, 

and therefore isn’t it worth quite a bit of a premium? The market may 

never agree with that, but that is the thesis. 

(00:34:22) 

  The next question is the thesis on Wells Fargo. You can get into 

perhaps some of the specifics with it, but what I would observe is in 

reverse of what we used to say six, seven years ago when we were 

buying Bank of America, and back then I used to say that there is a Wells 

Fargo inside of Bank of America; they have just got to get their cost base 

right and prove it out. Because at the time, Wells Fargo was a very high-

performing company.  
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  And today I would say that there is a Bank of America regional 

commercial bank inside of Wells Fargo, and it is Wells Fargo. And if you 

look at the returns, whether it’s Bank of America; the Chase portion of 

JPM, or Citi’s US consumer business earns, the returns on a super-scaled 

traditional banking business are still pretty attractive. And as Wells Fargo 

gets their cost base in line, and ultimately resolves issues with the Fed, I 

think that their earnings power will come out. And where interest rates end 

up will determine whether that earnings power is low-teens or high-teens 

return on equity, but today Wells Fargo is at a meaningful discount to 

tangible book. And I think that, over time, they will be able to grow that 

book and demonstrate the earnings power. So you’re talking about a mid-

single-digit earning multiple on what I think, again, will be regarded 

someday as a very high quality banking franchise.  

(00:35:56) 

Steven: There’s a question asking us about – I’m going to leave the company 

nameless – the bank debt of one company where we shorted corporate 

bonds. And we actually have an investment in some companies where we 

are long the senior most part of the capital structure and are short a lower-

tiered issue within the same capital structure, and we put these on with a 

positive carry and with the expectation that economic duress would create 

wider spreads that would give us some ability to make money at a 

relatively low to no risk. So that’s what those trades reflect, whether these 
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are in businesses where we think there is a reason why they are 

challenged secularly, and/or cyclically, and that would explain to those 

investors what you see in the Fund.  

  There’s a question about Joe Greenblatt put out some figures 

which show the spread of growth or value over the last one, three, and five 

years, and that it’s extreme, and almost perfectly matches period during 

the late 1990s. For Steven in particular, how do you contrast these two 

periods? Do you feel like there is as much speculative behavior today as 

there was 20 plus years ago? Are they more compensated to deserve rich 

valuations? 

  We’ve provided some charts in today’s call that you can refer back 

to that shows the skew. And it shows also the difference in growth and 

value. And it is wide. And it’s almost as wide as it’s been. At its peak in 

March of 2000, it was actually wider, and there were many more 

companies that were of a lower quality, with valuations that were 

completely nutty. There are many good businesses today that – I don’t 

want to argue that they deserve their valuations, but they are good 

businesses, and as you look out into the future, as long as they can 

continue to grow, [we think] owning them is not so crazy.  

(00:38:06) 

  On the other hand, there are some other businesses, today, where 

the business model has not proven out. I’m not going to single out any 
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specific company on this call. But there are many businesses where the 

visibles are not proven out, and one has to make a great deal of 

assumptions as to what those businesses might look like in the future. But 

the biggest difference between today and 20 years ago is that there are a 

number of businesses that are really are great beneficiaries of this 

network effect that make them very, very hard businesses to displace. And 

thus explains why Congress is so concerned, and why we had the 

hearings that you’ve been reading about in Washington.  

  Next question, from Mark or Brian? 

(00:38:54) 

Mark: I think there’s a straight question on collateral for PR munis.  

(00:39:00) 

Steven: PR means Puerto Rico.  

(00:39:01) 

Mark: Sorry, Puerto Rico munis. The ones that are collateralized, it is COFINA 

and then then we also own some sewer and water bonds. And we have a 

small position in some geos. But the vast majority of it is COFINA and 

sewer and water. 

(00:39:16) 

Steven: There’s a question that is wouldn’t it have been better to have bought long 

bonds before interest rates declined to near zero? The answer to that 

question would be yes.  
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(00:39:30) 

Brian: Just to be clear, we haven’t bought long bonds. Just so everyone’s under 

the understanding.  

(00:39:36) 

Mark: We don’t have any exposure to long bonds. 

(00:39:39) 

Steven: Our portfolio over the last going on three decades, on the fixed income 

side, is one where we assume credit risk. We look for those businesses 

that we understand the credit, and we’re able to get, assume that credit 

risk and [seek to] get equity[-like] rates of return by buying that credit. Well 

in fact, in fairness, conservative bonds, if you were able to make that call 

that rates were going to go near zero, which is outside the capability of, 

unfortunately, your portfolio managers, it would have been the right call to 

have made. It’s just not something that we, as Mark was saying, that we 

do, nor have ever done, because we don’t have that capability.  

   Which does beg the question that was also asked: how 

much high-yield did you buy at 900 basis points over the curve, and why 

not more? There wasn’t a lot of – we had a couple weeks to buy these 

bonds to the extent that there was any liquidity there. And then the Fed 

stepped in and backstopped the markets, and the opportunity that was 

there, as we’re underwriting a host of different companies, it was a fleeting 

opportunity. That’s why we didn’t put more than we otherwise would have 
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put in, as we tried to do. At that time, we had other orders on the desk that 

we were working.  

  What is interesting is that we say, though, how much high-yield did 

you buy at 900 over? At nine percent over the curve is very different of 

course, when your curve has dropped in the shorter end to less than one 

percent; you actually end up getting a nine percent and change in the rate 

of return, which historically, in these environments, we have expected to 

get something in the mid-teens. But in fairness, if rates do remain low, we 

do have to acclimate ourselves to the idea that 10 to 12 might be the new 

15 to 17. We do expect there to be opportunities in the future. We don’t 

think this game is done yet/the story has been completely written with 

respect to high-yield. There is an article in today’s paper about FTI 

Consulting, a consulting firm that does a lot of restructuring, and whose 

business is off the charts. And there’s going to be a lot more that comes 

down the pike, and Mark addressed the likes of a California Pizza Kitchen 

and there’s going to be others. So we expect to be engaged prospectively.  

(00:42:06) 

Mark: There’s a question. Although the top five stocks are large, as a percentage 

of the S&P 500, the Funds own two in its top ten: Alphabet and Facebook. 

I don’t recall Crescent owning the largest tech stocks back in the late 90s. 

accordingly, would you say the FAANG or FAANGs – the Fund also owns 

Microsoft – represent growth with still reasonable valuation… 
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(00:42:30) 

Steven: Mark, let me interrupt. Could you just move your microphone closer? We 

just can’t hear you.  

(00:42:42) 

Mark: So hopefully everybody caught that –  

(00:42:42) 

Steven: That’s better.  

(00:42:44) 

Mark: – question about the top five stocks. If you go back to the late 90s, and 

you think about the top five stocks at the time, you’re thinking about Cisco, 

Sun, and there’s a famous quote, I won’t be able to bring it up 

immediately, by Scott McNealy, who said, “If you are buying my stock at 

the time, you are absolutely crazy. It was insane to think in any way we 

could have justified our valuation.” And Cisco was trading at a value, 

where if it had continued to grow, the revenue of Cisco, if you went 

forward a decade, if it had grown 20 percent a year, I remember thinking it 

would have been a very significant portion of US GDP or something along 

those lines. Or if it had grown maybe not 20, but its historical rate over the 

past five years.  

  If you roll forward now, and you look at the presentation that we 

had used in our 2018 investor day, I believe, we profiled specifically 

Facebook and Google, which are two of the members in the FAANGs, and 
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we went through the valuation premise for each of those. And I ask you to 

remember to that presentation, and you will see how we are able to justify 

that we actually thought there was value in each of those names, and we 

still continue to think there is value in those names at present, which 

would be far removed, I think, from what one might have been able to 

argue with tech stocks in the late 90s. 

  Brian is smiling. I don’t know if he has something to add. 

(00:44:07) 

Steven: There’s a question. Does FPA expect to – Brian, did you have something 

to add to that? No, he’s shaking his head no.  

  Does FPA expect additional consolidation due to COVID, and a 

result, market leaders will continue to get stronger? 

  I think that, in any time there is an economic downturn, one can 

expect there will be some consolidation. And a market leader, it takes out 

a lot of these companies that even without consolidation, some people just 

leave the business. It’s happening right now in the energy sector. So yes, 

some market leaders will continue to get stronger. But that question 

presupposes that they were strong to begin with; in some cases, there 

were industries that even the market leaders weren’t doing as well as they 

otherwise could because there had been a lot of competition that had 

come in over the last decade. And as that competition leaves, whether it 
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be through bankruptcy or acquisition, it will certainly benefit those 

businesses.  

  We’re just reading a list of questions that comes across, when you 

hear these long, pregnant pauses, so apologies for that.  

  Mark or Brian, will you take the question, we addressed it in the 

call, maybe you could put your spin on my words in the call about the risk 

exposure today? Questions one and six related to the same thing. 

(00:45:45) 

Brian: Yes, they are general questions about level of exposure relative to market 

prices or opportunity set. I think the most important thing to think about is 

the dynamics of the actual names we own. So if we go back to what Steve 

showed in his slide, it’s a portfolio of equities. I’d called it 19 times of 

somewhat depressed earnings, so a pretty low multiple of book that’s 

expected to have mid-teens growth. and I think that there’s some element 

of comparing that to your opportunity set, which is bonds at zero, and in 

particular, I think, an earlier question talked about long-term bonds.  

  I mean, even if you go out to a ten year bond, you’re at 50 basis or 

something, which is kind of a commitment to make five percent over a 

decade. And I think the farther out you go in your perspective, it becomes 

more and more obvious that a greater exposure to reasonably priced and 

well-positioned equity businesses is going to outperform that alternative. 

Now it might come with a little bit greater volatility in the portfolio, and I 
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think that’s something that Steven addressed in his comments. But I think 

it’s a more attractive alternative than the bond alternative for sure.  

(00:47:09) 

Mark: I’ll jump in, picking up from that train of thought. There’s a question: the 

EM exposure is 14 percent. It seems a lot higher than in the past. 

Anything significant to this, or no because Crescent cares much more 

about where the revenues are sourced versus the companies’ domicile? 

  I believe we have some Chinese internet companies that are 

probably included in that EM exposure. But then aside from those, we do 

think that within emerging markets, it’s one of the more attractive 

candidates for those looking to buy value at the moment. And we think 

some of the names we were able to buy in the first half of this year 

actually represented quite extreme value, and still do. And to the degree 

that we have the ability within our mandate to go and invest anywhere and 

find [what we believe to be] the greatest risk/rewards, certainly we think 

some of these names are very attractively valued at the moment.  

(00:48:15) 

Steven: There was a question about having set an allocation to gold to diversify 

cash, since gold is highly correlated to negative real interest rates and 

given the extreme levels of global debt, deficits, and monetary printing and 

M2 growth.  
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  We think that there’s not great value in your portfolio managers to 

purchase gold on your behalf. If one buys a few percent in gold, even five 

percent in gold, and if gold were actually to be up 50 percent from here, 

the rest of the world might be pretty challenging for that to be the case. 

You’ve made the case in what you wrote, questioner, as to what the 

benefits to owning gold are. We think we can add better value buying 

businesses and analyzing them, and buying them when they’re out of 

favor, these good businesses, than we can by adding value to what you 

effectively acknowledge as the thesis on gold – which is a fair thesis, and 

we don’t want to suggest that one shouldn’t own gold. 

(00:49:15) 

Brian: I think this is just a question of personal preference in what one is trying 

for solve for, right? If you’re thinking over a long period of time, I would call 

it rolling five or more year period, I think owning productive assets are 

likely to outdo gold. And so, again, it might be bumpier; you might be able 

to use gold to change the return profile of your portfolio, but certainly 

productive assets have a very strong history of outperforming gold over a 

reasonably long period of time.  

(00:49:15) 

Steven: Right. And Brian, can you please try to speak a bit closer to the mike, if 

you don’t mind.  
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  And investment grade was also dislocated, extremely dislocated 

into March; how much investment grade did you buy with your cash? You 

could have been a provider of liquidity to mutual funds getting redeemed.  

  There weren’t – interestingly, investor grade was a very brief 

opportunity, again, just for by the minute. You still have to do your 

underwriting, even though it is investment grade. A lot of investment grade 

businesses can quickly turn into less than investment grade. We did buy 

some, not as much as we would have liked, but orders on the desk; again, 

we expected and hoped, rather than expected, the opportunity would exist 

longer than it did. But understand again, the goal is that we are trying to 

generate these equity[-like] rates of return are these rolling longer periods 

that Brian referenced. It’s very hard to get there on investment grade at 

the yields they were trading.  

  Now they popped a bit – if you were buying investment grade, there 

was a very tight spread, a historically low spread, with the most amount of 

leverage that’s existed in the investment grade market, ever, in history. 

And spreads widened out a little bit, but not a lot. So we were very 

selective and picked off a few companies that we wanted to buy. We got 

some of those, and we didn’t get as much as we would have liked of 

those, and where the other ones that were on our on-deck circle that we 

were in the middle of working on when the Fed stepped in. 

(00:51:15) 



 

Q2 2020 FPA Crescent Fund (FPACX) Webcast 

July 30, 2020 

 

 

 

 
-39- 

 

Brian: I think that I would also offer that in a –  

(00:51:16) 

Steven: Louder, Brian, please. 

(00:51:20) 

Brian: Sorry. Hopefully, that’s better.  

(00:51:21) 

Steven: Much. 

(00:51:21) 

Brian: I would also observe that in a time of panic, many things sell off. And I 

think that we’re looking to earn higher returns off the deployment of capital 

in those times, and would be available in investment grade selling off a 

small bit, whether it’s ten points or whatever it might be. Certainly a terrific 

opportunity in investment grade. And if one were committed, forced, or 

dedicated to that space it was a great opportunity. But I think if you can 

consider the opportunities we were buying at that time, they offered, I 

think, much higher prospective returns without a tremendous amount of 

long-term permanent impairment risk. 

  Now the other bit of this is, as Steve mentioned, you really never 

know where the bottom is, and you kind of keep buying as you go. And 

sometimes things snap back so quickly, you certainly leave yourself 

wishing you would have gotten a lot more done whether it’s on the debt 

side or the equity side.  
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(00:52:33) 

Steven: There’s another question. We have a question on flows, and we answered 

that question in prepared remarks. You can go back and review the script 

in that regard. But I just want to reiterate: we manage the Fund always 

with the expectation that it could be more or could be less. It is very 

important to us that we act in the most prudent manner possible in that 

regard so the liquidity of anything we buy is a consideration at purchase.  

  There’s a follow up question to that investment grade: if cash were 

to earn zero, would it mean a too low target return?  

  Cash is a residual of the investment process for us. We’re not ever 

expected to hold it for a long period of time, and as we have said in our 

writing in the last six months, you should expect to see a more invested 

portfolio on into the future.  

(00:53:30) 

Brian: And I think this is work maybe fleshing out a little bit. And so, I would say 

that at the prices that existed in the lows of March, we would have – had 

they maintained those levels for a period of time, I think we would have 

less cash than we do today. I think the idea, though, that we will go from 

wherever we were 35, circa 40 percent to 100 in cash to zero cash in the 

course of a week or two is not really consistent with our history or what 

we’re going to do. And so I don’t necessarily view the decision in March of 

being one of cash for the long term versus investment grade; I really view 
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it as cash and the prospect of deploying it into higher-returning equities or 

distressed debt versus, say, investment grade. And I think that we were 

working to deploy it into what we thought were higher-return opportunities 

than we thought would come from investment grade.  

(00:54:41) 

Steven: That’s fair. I mean, again, everything we buy, we want to still be able to 

underwrite. And the opportunity was a very, very short one, as it turned 

out. And as Brian said, we were spending our time trying to seek these 

higher rates of return opportunities. Like, for example, as he mentioned, 

the 12 percent yields that we received for Carnival Cruises and Royal 

Caribbean.  

  Again, if there’s no questions that were asked, it’s because of the 

aforementioned reasons at the beginning of the call, companies we were 

transacting in or there was not a great value add that we have to be 

answered, it’s outside of our circle of competence. We appreciate you 

taking the time, and we turn it back to Ryan for closing remarks. And Ryan 

and our business development and client relations team will make 

themselves available to all of you to the extent that you want additional 

questions answered that were not answered to your satisfaction on 

today’s call. Our goal is to always to continue to educate and bring people 

into our process. We appreciate your partnership. Thank you.  

  Ryan, back to you. 
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(00:55:56) 

Ryan: Thanks, Steven and team. And as Steven mentioned, if there are any 

follow-up questions, and we didn’t get to your questions, please feel free 

to reach out to your relationship representative or email us at 

crm@fpa.com.  

  One question that came in that I got the answer to mid-call, which 

was when we expect the semi-annual report for FPA Crescent, and we 

expect it towards the end of August. So please check back on the website 

then, or again, please email us.  

  One other point I mentioned in the introduction that the presentation 

was on our website. I misspoke. It’s actually going to be posted on our 

website in the next few days. So please check back, and again, if you 

need that presentation, please feel free to email us.  

  Thank you everyone for listening to FPA Crescent Second Quarter 

2020 Webcast. I will now turn it back over to the system moderator for 

closing comments and disclosures. 

  Operator, are you there?  

(00:57:15) 

Moderator: Thank you for your participation in today’s webcast. We invite you, your 

colleagues, and shareholders to listen to the playback of this recording 

and view the presentation slides that will be available on our website 

within a few days at FPA.com. We urge you to visit the website for 
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additional information about the Fund, such as complete portfolio holdings, 

historical returns, and after-tax returns. 

  Following today’s webcast, you will have the opportunity to provide 

your feedback and submit any comments or suggestions. We encourage 

you to complete this portion of the webcast. We know your time is 

valuable, and we do appreciate and review all of your comments. 

  Please visit FPA.com for future webcast information, including 

replays. We will post the date and times of upcoming webcasts towards 

the end of each quarter, and webcasts are typically held three to four 

weeks following each quarter end. If you did not receive an invitation via 

email for today’s webcast and would like to receive them, please email us 

at crm@fpa.com. 

  We hope that our quarterly commentaries, webcasts, and special 

commentaries will continue to keep you appropriately informed on the 

strategy. 

  We do want to make sure that you understand that the views 

expressed on this call are as of today and are subject to change without 

notice based on market and other conditions. These views may differ from 

other portfolio managers and analysts at the Firm as a whole, and are not 

intended to forecast future events, a guarantee of future results, or 

investment advice.  
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  [Please reference slide 21-26] Past performance is no guarantee, 

nor is it indicative of future results. Any mention of individual securities 

or sectors should not be construed as a recommendation to purchase or 

sell securities, or invest in such sectors, and any information provided is 

not a sufficient bias upon which to make an investment decision.  

  [It should not be assumed that future investments will be profitable 

or will equal the performance of the security sector examples discussed. 

  Any statistics or market data mentioned during this webcast have 

been obtained from sources believed to reliable, but the accuracy and 

completeness cannot be guaranteed. 

   You should consider the Fund’s investment objectives, 

risks, and charges, and expenses carefully before you invest. The 

prospectus details the Fund’s investments, objectives and policies, 

risks, charges, and other matters of interest to a prospective 

investor. Please read the prospectus carefully before investing. The 

prospectus may be obtained by visiting the website at 

www.FPA.com, by email at crm@FPA.com, tollfree by calling 1-800-

982-4372, or by contacting the Fund in writing. FPA funds are offered 

by UMB Distribution Services, LLC. 

  This concludes today’s call. Thank you and enjoy the rest of your 

day. 
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(01:00:23) 

[END FILE] 

 

 

The current prospectus for FPACX can be accessed at: https://fpa.com/request-

funds-literature  
 

https://fpa.com/request-funds-literature
https://fpa.com/request-funds-literature

