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Dear Fellow Shareholders,

I am pleased to provide my 20th report as portfolio manager of the FPA International Value Fund. We
launched the Fund after I joined FPA on December 1, 2011, so it will reach its fifth anniversary in a little
over a month from now. I will likely reflect further on these past five years in our year-end commentary, but
I will take this opportunity to thank you for your trust, in particular those of you who invested early on, and
who have consistently supported us through good and bad years. Few investors are earnest enough to
embrace our long-term fundamental approach and our rigorous absolute value discipline, in particular in
the current market environment, which makes us all the more appreciative of our loyal like-minded
shareholders.

Fund performance 

During the third quarter of 2016, the Fund returned 6.82% (in U.S. currency), roughly in line with 6.91% for
the MSCI All Country World Index (ex-US) (Net) (the “Index”). Since the beginning of the year, the Fund
has returned 7.56%, compared to a 5.82% return for the Index. Most important, since inception, the Fund
has appreciated by an annualized rate of 6.47%, net of fees and expenses, versus 5.01% for the Index. As
of the most recent prospectus, the Fund’s expense ratio was 1.25%.

However, our approach is absolute in nature. In mandate terms, this gives us the flexibility to hold cash in
the absence of opportunities that meet all of our investment criteria. More generally, it means that we will
hold true to our investment discipline at all times and in all market conditions. We will do what makes sense
from an investment standpoint, rather than follow some arbitrary set of limiting criteria.

To put the above returns in context, then, it is worth noting that our cash exposure averaged over 20% this
quarter. Since the beginning of the year, it’s also averaged more than 20%. And since inception, it has
averaged 30% to 35%, having fluctuated from around 10% to more than 40%, depending on the availability
of suitable investment opportunities.

Worst performer 

Our worst-performing holding this quarter was Aggreko, which was down 26.39% (in U.S. currency).1
Based in the UK, the company is the world’s leading provider of temporary power solutions. The group

owns and manages a fleet of generators the size of shipping containers that are available for rent across a
global network of service depots. Generators are typically used in emergency situations, for special events,
and to complement or as a substitute for permanent power. Developed countries often use Aggreko’s

solutions to manage the inherent volatility of renewable energy sources, and to make up for under-
investments in infrastructure. Developing countries, including many sub-Saharan Africa states that lack the
resources to access permanent power, typically require the service to satisfy their growing needs for
electricity.

As a result, a significant portion of Aggreko’s business is pegged to emerging markets, where demand is
sensitive to fluctuations in commodity prices and currency exchanges rates. In the last couple of years, the
economic environment in these countries has proven difficult because of the steep decline in oil prices, the
strengthening of the U.S. dollar, the subsequent weakening in economic growth and the dramatic
geopolitical dislocation. The group also has some exposure to mining, and has historically generated more

1 Worst performer based on the percentage of Aggreko’s share price change from 6/30/16 to 9/30/16 in U.S. currency. This share
price change does not equate with the performance of the holding in the Fund’s portfolio. As of 9/30/16, Aggreko represented 1.42%
of the Fund’s total assets.
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than 10% of its revenues from Oil & Gas - two sectors that are experiencing sharp downturns. This series 
of cyclical headwinds has put negative pressure on the company’s short-term operating performance, and 
subsequently on its share price.  

We have a long personal history with Aggreko dating back to the high-growth phase of the business, and 
its strength after the global financial crisis. The Fund first became invested in the group in late 2012. At the 
time, Aggreko’s market value had fallen by about 30% in just a couple of months. In our opinion, the decline 
was likely related to competitor APR Energy’s aggressive investment in turbines, economic weakness in 
Europe, a pullback in U.S. remote military operations and reduced demand from Japan as nuclear power 
slowly came back on line. We believed APR’s strategy was flawed and ill-fated. We also considered many 
of the aforementioned challenges to be cyclical rather than structural in nature, as well as both predictable 
and quantifiable, and we thought the correction in the group’s share price was overdone. While we were 
concerned about slowing economic growth in emerging markets and the resulting increased competitive 
pressure, we trusted that management would gracefully manoeuver through the downturn. With a 
ubiquitous asset base and a worldwide network, Aggreko can chose to deploy capital when and where 
growth opportunities exist and offer high returns, thus building enterprise value. Alternatively, the company 
can pull back on spending when demand is weak to improve asset utilization and maximize free cash flow.  

Unfortunately, an unexpected change in leadership meant that management is now willing to accept lower 
returns in order to drive top-line growth. Mounting evidence of this new strategy caused us to adjust 
downward several of our assumptions about Aggreko’s intrinsic value, although we still consider the 

business of high enough quality to own. We even increased the position weight in the second half of 2015 
amid continued weakness in the share price. The shares subsequently bounced back by close to 50% in 
the first half of this year, causing us to reduce the position by over 60%. 

Based on the business fundamentals, we remain interested in being shareholders of Aggreko, so long as 
the share price provides us with an appropriate margin of safety2. However, any potential increase in the 
position would depend on the stock’s discount to fair value3 relative to that of all of our other holdings.  

Best performer 

Our best-performing holding this quarter was Konecranes, which was up 41.14% (in U.S. currency).4 
Based in Finland, the company is a leading manufacturer of electrical lifting equipment, producing cranes 
and hoists for use in ports and a wide range of industrial end markets. It also is a clear leader in the 
associated maintenance markets, with an unparalleled global network of service locations.  

We started building our position in the first quarter of the year, when Konecranes’s planned merger with 
U.S.-based Terex was put on hold because of a competing offer from China-based Zoomlion. While Terex, 
like Zoomlion, manufactures a broad range of machinery such as aerial work platforms (AWPs) and 
construction equipment, it also owns Germany-based Demag, Konecranes’s long-standing top competitor. 
Demag has successfully built a large installed base of cranes globally, but it has yet to develop the service 
side of the business, and it has delivered sub-par operating performance under Terex’s ownership. Putting 

Konecranes and Demag together thus presented attractive commercial opportunities on the service side, 
as well as obvious cost synergies. As an alternative to the broader proposed merger, Konecranes’s 

management offered to acquire the Demag business alone. Subsequently, Konecranes got the business it 
had always coveted (Demag), while Terex and Zoomlion could focus on the merger of their AWPs and 

2 Buying with a “margin of safety” is when a security is purchased at a discount to the portfolio manager’s estimate of its intrinsic 
value. Buying a security with a margin of safety is designed to protect against permanent capital loss in the case of an unexpected 
event or analytical mistake. A purchase made with a margin of safety does not guarantee the security will not decline in price. 
3 Fair value is the value an investor assigns to a company’s stock based on their analysis of a company’s financial information. This 
value may or may not be the same as the current market value and thus if it is less it is at a discount. 
4 Best performer based on the percentage of Konecranes’ share price change from 6/30/16 to 9/30/16 in U.S. currency. This share 
price change does not necessarily equate with the performance of the holding in the Fund’s portfolio. As of 9/30/16, Konecranes 
represented 2.45% of the Fund’s total assets. 

2



construction equipment businesses. This was a brilliant strategic play that we expect will translate into
significant value creation for Konecranes’s shareholders over time. We also think the business is overdue
for some cyclical improvements after almost eight years of subdued performance after the financial crisis.

Despite the strong performance in the group’s share price in the past few months, we believe Konecranes
still provides an appropriate margin of safety at current market levels, and we remain interested in being
shareholders of the company. However, the portfolio weight of the position will continue to reflect the stock’s 

discount to intrinsic value relative to that of all of our other holdings.

Beyond these individual performers, it is worth highlighting the continued strong showing of many of the
Fund’s holdings with underlying exposure to commodities, and specifically to mining activity. Together they
account for more than 60% (in terms of invested assets) of our top 10 performing holding this quarter, and
close to 40% for mining related companies specifically. In past comments, including at the FPA Investor
Day when we commented specifically on Metso, we had repeatedly described this space as an area of
potential investment opportunities.

Portfolio additions

Given the aftermath of the Brexit5 vote early in the quarter, and generally strong share price gains
throughout the period, these past three months were yet another time of high activity for the Fund.

We made four new purchases, including Britvic and Volution. We also disclosed three positions we had
recently been building: Avon Rubber, Howden Joinery, and Safilo. It should be noted that some of these
stocks have performed positively since their initial purchases, and subsequently had already seen a
reduction in their portfolio weights by the end of the quarter.

Based in the UK, Britvic is a company we have owned several times, and one we have often used as an
example of our long-term value investment discipline. Over the years, the group has taken advantage of
opportunities to expand its franchise and build business value. It has grown from a local Pepsi bottler into
a leading soft drinks company with a strong portfolio of proprietary brands, and operations in Great Britain,
Ireland, northern Europe, France, the United States, and Brazil. In the process, it has matured further as
an organization, with higher profile, more institutional management taking over. Yet, Britvic’s stock has 

been hit by a string of short-term disruptions, including health concerns over carbonated drinks, the 2008
downturn and a self-initiated product recall. Each setback created an opportunity to buy the stock at a
significant discount to intrinsic value. More recent troubles stemmed from its unpopular decision to delist a
top high sugar-added product, a weak trading environment no longer offset by low commodity prices and
higher labor cost inflation from the new National Living Wage in the UK.

Volution is a leading supplier of ventilation products to the residential and commercial construction market
in the UK, and to a much lesser degree, northern Europe.

Avon Rubber is a small holding company with various business interests. Most notably, the group is the
sole provider of field protective masks to the U.S. Department of Defense. It is also a leading manufacturer
of dairy liners under the Milkrite brand, which primarily sell in the large North American market. As such,
while domiciled in the UK, the group is primarily a U.S.-based business.

Howden Joinery is the UK’s largest manufacturer and supplier of fitted kitchens.

Safilo is an Italy-based eyewear creator and worldwide distributor of sunglasses and optical frames. The
group manages a broad portfolio of both its own proprietary brands (including Carrera, Polaroid, Smith,
Safilo) and licensed fashion brands such as Dior, Marc Jacobs, and Hugo Boss.

5 Brexit refers to the June 23, 2016, referendum whereby British citizens voted to exit the European Union.

3



Brief UK commentary

Given that most of these new holdings are UK-based companies, we think some perspective on the market
is warranted. We reiterate that our approach is bottom-up driven and benchmark agnostic. We invest where
the opportunities are. If dispersion in the market is high and our approach translates into oversized exposure
to a given geography as a result, we are generally comfortable with that. That said, as fundamental value
investors, we have often found opportunities in the UK. Our experience has been that it is a deep market,
with good reporting practices, many high quality businesses, some of the best management teams we come
across globally and inherent market inefficiencies. Many companies domiciled in the UK also have little, if
anything, to do with the British economy. Yet fears over the impact of Brexit have caused UK stock prices
to under-perform. This is partly a function of the British Pound having declined significantly following the
vote, thereby providing U.S. investors with a compelling opportunity. This situation is in some ways similar
to what we saw in early 2012, when concerns over the Eurozone caused weakness among European
stocks, including international companies with only partial exposure to the region. When compared to the
U.S., where state over-reach seems to transform one corner of the economy after another into a Russia-
like market (or “unconstitutionally structured” per some recent court ruling language), UK-based companies
of equivalent (if not better) quality now often appear absurdly valued in dollar terms. Yet the country could
eventually benefit from Brexit if deregulation opens up opportunities for business ventures and trading
activities. As a result, we have found, and continue to find, compelling opportunities in that market as a
function of our discipline.

Portfolio divestitures

We sold five of our holdings during the quarter, including Danone, Morgan Advanced Materials, and
Sodexo. While all three remain high-quality, well-run companies we would be happy to own at the
appropriate price, their stocks had reached our assessment of intrinsic value.

We have commented in detail about Danone6 in the past. Based in France, the company is the world’s 

leading producer of fresh dairy products. They also operate a strong baby food business, a fast-growing
medical nutrition business and a good water business. Not only had the stock reached fair value in this
case, but the company had also become yet another example of large institutional businesses being lured
into taking-on significant financial leverage to make large, questionable acquisitions. In July, Danone
announced the purchase of Silk soymilk producer Whitewave for $13 billion (over a quarter of Danone’s 

market cap). Whitewave reported sales of $944 million and operating profit of $375 million in fiscal year
2015, implying an acquisition multiple of 35x last year’s profits. As a result, the group’s financial leverage 

increased from about 2x to well north of 4x Net Debt to EBITDA7.

Based in England, Morgan Advanced Materials is a world-leading producer of advanced materials,
manufacturing ceramics, and to a lesser degree, carbons that can withstand high temperatures and
pressure8. While the position was only added to the portfolio and reported in the first quarter of 2016, the
stock had reached our assessment of intrinsic value per share. This is in part a testament to the new
management team and the sound strategic path these executives laid out for the business.

Sodexo is another long-standing holding of the Fund9. Based in France, the company is a world-leading
provider of catering and facility management services. Sodexo also operates a well-established benefits
and rewards business.

“When the facts change…”

6 Please see our 4th quarter 2013 commentary and our 1st quarter 2015 webcast presentation case study.
7 EBITDA is Earnings before Interest Tax Depreciation and Amortization.
8 Please see our 2nd quarter 2016 webcast presentation case study.
9 Please see our 4th quarter 2014 webcast presentation case study.
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The decision to sell out of Countrywide was much different in nature, and certainly the most dramatic 
decision we made in the quarter, if not since the inception of the Fund. It was all the more difficult because 
we had taken advantage of weakness in the company’s share price to increase our position immediately 
after the Brexit vote. The sharp reversal speaks to several core investment principles we have highlighted 
on multiple occasions over the years. We never hide behind our long-term approach, and we continuously 
challenge our original assessment of businesses, especially those that we own. We will sell if we believe 
something has changed, and our investment criteria are no longer being met as a result. To a degree, it 
also reflects our effort to avoid portfolio clusters that would effectively translate into sector calls rather than 
bottom-up investments.  

For months we were monitoring and researching the rapid rise of new competition in the UK property 
market, specifically the threat of hybrid online agents. Their model is predicated on a digital technology 
platform (rather than on physical branches), aggressive brand building through mass advertising, actively 
recruiting agents under franchise-like agreements, and charging a fixed fee for property listings (rather than 
a percentage of transaction value at closing) which ultimately translates into a large discount to the typical 
market price, and can allow them to take market share. 

The situation is further complicated by the dominance of property portals at the other end of the value chain, 
that continuously look for ways to further expand their share. While they enjoy high brand recognition and 
customer engagement levels, they have to deal with their own competitive challenges, with increased 
commoditization of technology, a new agent-sponsored portal, and the rise of new brands in the market. 
The portals’ relationships with the hybrid online agents are currently strong. Longer-term, they could allow 
market fragmentation, and carry a risk of disintermediation for high street agencies. 

To make matters worse, market conditions appear to have deteriorated since the Brexit vote. It is now likely 
that transaction volumes are declining by double-digits, with additional negative impacts from lower house 
prices. While the downturn could be short-lived, it is further incenting agents to move to the new model. It 
also makes managing the change quite challenging for traditional high street agencies, with pending 
initiatives to close branches and cut costs, and more efforts required to develop and launch new products. 
As a result, Countrywide, which has to deal with both high operational leverage and elevated financial 
leverage, has had to cut back on share repurchases, and more importantly, suspend its strategy of letting 
acquisitions, two material value drivers for the group. With that, we ultimately saw too much risk to our 
intrinsic value estimate relative to the available market discount. We sold our position, but we will keep 
monitoring industry developments, and we may choose to become shareholders again at a later stage. 

Similarly, we have materially reduced our investment in LSL Property Services, although we remain 
shareholders in this case. While the above challenges largely apply to the company’s exchange business, 
LSL as a group is more geared toward property appraisals, which aren’t exposed to the same risks. Its 
balance sheet is much stronger than Countrywide’s, and LSL’s Chairman - and former CEO - who led the 
business through the financial crisis, remains one of the company’s largest shareholders. Last but not least, 
we believe the discount to intrinsic value is significantly higher in the case of LSL than it is in the case of 
Countrywide.     

Other changes to individual portfolio weights, in most cases reductions, are a function of the continued rise 
in share prices, the associated unwinding of discounts to intrinsic values and the relative attractiveness of 
all our individual investments. The only other exception to that was the sale of a 40 basis points legacy 
position in Incitec Pivot. While the stock continued to trade somewhat under its intrinsic value, it had failed 
to fall back below the required threshold for us to rebuild a more meaningful position. With such a small 
weight, and given the unattractive margin of safety and the current environment, we felt our resources could 
be put to better use. 

Holdings of interest 
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Net of the above transactions, the portfolio remained relatively concentrated at the end of the period. We 
held 31 disclosed investments whose weighted average discount to intrinsic value was about 32% at 
September 30, 2016, down slightly from the end of the second quarter. We remain generally focused on 
our best ideas, with the Fund’s top 10 holdings accounting for close to 35% of assets, and the top five 
accounting for more than 20%. These top holdings include Fenner, KSB, and Page Group. 

Based in the UK, Fenner is the world’s leading player in the concentrated market for conveyor belts. While 
structurally sound, this business is exposed to mining, and has suffered from dramatic organic decline in 
the past few years. In addition, Fenner is involved in a number of niche businesses that together make up 
their AEP segment, which now accounts for more than two-thirds of the group’s profits. Almost 25% of that 
segment stems from a high-growth, high-return medical business that would command high valuations on 
a standalone basis. One-third of AEP’s revenues are exposed to Oil & Gas, therefore some of these 
businesses have experienced material headwinds. Overall, the group’s profits are now 65% below peak. 
Yet Fenner still delivers low- to mid-teen returns, along with a cash conversion rate in excess of 100%, 
because management has been focused on extracting efficiencies, and the business requires little 
incremental capital at this stage. This also helps keep net debt to EBITDA10 below 2x despite the sharp fall 
in profits and negative currency effects. Fenner’s management has a long personal history with the group, 
and is deeply committed to its long-term success. While up more than 50% year-to-date (in local currency), 
Fenner’s stock (which is still down more than 60% from its five-year peak in U.S. currency) traded at below 
10x subdued 2018 profits. It offered high single-digit cash flow yields, as well as the optionality of a recovery 
and portfolio value realization opportunities. 

Based in Germany, KSB is a world-leading producer of pumps and valves. The group also provides 
engineering and maintenance services to its customers. While there are several good players in the 
industry, the market encompasses a broad array of diverse applications. Some of the market niches in 
which KSB competes offer compelling characteristics. In particular, the group has demonstrated solid 
expertise and established favorable positions in segments like Water and Energy & Power, especially 
nuclear. The energy market has been under pressure for a number of years, particularly in Europe, where 
KSB does the majority of its business. Environmental concerns have also caused a pull-back in nuclear 
investments, noticeably in Germany, KSB’s home market. While sales have been weak and profitability has 
come under pressure as a result, KSB still delivers mid- to high-single digit margins roughly sufficient to 
cover its normalized weighted average cost of capital. Most importantly, the group is going through 
significant restructuring under the leadership of a dynamic new CEO after years of more passive family-
type management. This includes moving some production to China, where we believe that significant 
opportunities exist in the field of nuclear. Beyond the inevitable come-back of nuclear in an anti-fossil fuel 
world, a potential recovery in European power, as well as in other end-markets like Oil & Gas and mining, 
KSB could capitalize on several new business opportunities in other segments like water and waste. 
Despite weak operating performance, cash generation has remained strong and the balance sheet is net 
cash positive. However, at the end of the quarter, KSB’s stock (which is still down about 40% from its five-
year peak in U.S. currency) traded at less than 6x profits, and below book value11. It offered high single-
digit cash flow yields, as well as the optionality of a recovery and compelling business opportunities. 

Based in the UK, Page Group is a world-leading provider of recruitment services including both permanent 
placement and temporary staffing. Across the industry, recruiters were severely hit by the financial crisis. 
At the time, Page was focused on its domestic market. It was biased to the finance sector, and lacked 
exposure to the counter-cyclical temporary staffing business in key geographies. It was severely affected 
by the downturn as a result. While the group has become far more diversified since then, both in terms of 
geographies and sectors, it retains the image of a UK financial stock, which makes it sensitive to events 

 
11 A company's total assets minus intangible assets and liabilities, such as debt. A company's book value might be higher or lower 
than its market value. 
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like Brexit. However, Page is a best-in-class recruiter with a strong culture of performance, and we think 
the business benefits from positive long-term underlying drivers, even though it is cyclical in the short-term. 
While margins still offer room for improvement, the business requires little working capital and tangible 
assets. Returns and cash flow generation have been strong as a result. Management has returned excess 
cash to shareholders through dividends and share buybacks, while the balance sheet has remained net 
cash positive. At the end of the quarter however, Page’s stock (which is down 45% from its five-year peak 
in U.S. currency) traded at 7x profits, and offered high single-digit cash flow yields, along with room for 
further improvement and compelling business development opportunities, especially in the U.S. market.   

We chose to highlight these names not only because they were our top holdings at the end of the quarter, 
but also because we believe they offer helpful incremental insight into how we think as investors. 

Portfolio profile  

Looking at the portfolio from a top-down perspective, things remained relatively unchanged at the end of 
the period, with a reasonable balance in terms of market cap. The Fund’s median cap size was just under 
$3 billion and its weighted average was around $15 billion at quarter end. However, as we mentioned in 
past commentaries, we continue to find that smaller, overlooked companies tend to offer more compelling 
discounts.  

We think the reason for this might be as follows. With the consolidation of assets driven by increased 
regulatory pressure, a fee race-to-the-bottom, a squeeze-out of intelligent12 management, and artificially 
low interest rates inflating prices, more capital keeps chasing large, liquid, quality companies. The “big 

three” asset managers (Blackrock, Vanguard, and State Street) together are now the largest shareholders 
in over 40% of listed American firms, which, adjusting for market cap, account for nearly 80% of the 
market13. The effect is further upward pressure on large-cap share prices, which in turn makes them even 
larger and thus fit to receive further investments. It also creates the appearance that their stocks can keep 
delivering good returns, regardless of underlying fundamentals. As we pointed out in past commentaries, 
this appears in many ways similar to what happened in the late nineties, when nearly a third of the money 
flowing into mutual funds was heading into a Janus-run fund, and the firm had more than $300 billion in 
assets under management. If these market trends continue, our Fund could become more geared toward 
smaller companies. We wouldn’t be true to our discipline, or our fiduciary duty to shareholders for that 
matter, if it didn’t. If the trends reverse, and investors pull back however, the high tide could leave behind 
some unique investment opportunities in the large cap quality space. 

We are indifferent either way, as we generally do not find market caps to be very meaningful to investment 
decisions. We do not consider the size that capital markets momentarily attach to a business to be a 
compelling selection criteria. Similarly, we are indifferent to which sector a company operates in, or where 
it happens to be domiciled. 

With that in mind, we can report that the main geographic characteristics of the portfolio were also generally 
similar to what they were at the end of last quarter. The majority of the Fund’s assets remain invested in 
companies domiciled in Europe. More specifically, half of that exposure is now related to the UK, where 
we’ve seen and continue to see opportunities following the Brexit vote and the sharp fall of the British 
Pound. We still have no exposure to Japan, where the central bank finally accepted defeat on its 
fundamental strategy to influence consumer expectations, and we have only a small portion of our assets 
left in emerging markets. While many imbalances remain in developing countries, share prices have run 

12 A form of active management defined as trying to learn and understand things, and to deal with new and difficult situations. 
13 This is according to a September 17, 2016 article in The Economist. Their source is “Hidden Power of the Big Three?”, Fichtner, 
Heemskerk and Garcia-Bernardo, 2016. 
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up, like in Brazil, making it more challenging to find compelling investments in the region, particularly when 
compared to the many discounted high-quality, well-run, and financially robust UK companies. 

From a sector standpoint, the portfolio remained heavily geared toward Industrials, though largely as a 
function of energy and mining holdings. We still have no investments in banks, with every quarter seemingly 
bringing further evidence of the challenges of being invested in these businesses – challenges that we have 
repeatedly highlighted in past commentaries. One illustration this period was the egregious $14 billion 
request by the Department of Justice for Deutsche Bank to settle a mortgage-backed securities case. 
Another was the bizarre Wells Fargo drama, which interestingly enough, stemmed from the steady 
consumer retail unit rather than from some capital markets-related activity.   

As we have consistently highlighted in past commentaries, the Fund is often geared toward businesses that 
are cash generative and not very capital intensive. Those primarily include service-type businesses and 
consumer goods companies, which accounted for the portfolio’s second-largest exposure at the end of the 
third quarter. We also continue to have meaningful investments in ERP software providers, including 
Oracle, Totvs, and SAP, which account for our sizeable exposure to Information Technology. 

Beyond that, we would only note that our remaining exposure to Healthcare, according to GICS14, can be 
misleading, since Ansell is more of an industrial and consumer goods business. Similarly, our exposure to 
Energy includes our positions in Fugro and Shawcor, which are effectively providers of industrial solutions. 
However, as we have pointed out earlier, several of our holdings have exposure to energy and the 
commodities market, even though they are not classified as such under GICS.  

Prospect  

To conclude, we would highlight once again the inflationary pressure we continue to see on both profit 
expectations and multiples, in particular for large, liquid, quality companies. The trend also seems to overlap 
with a broad-based undermining of intelligent management, including less focus on fundamental research, 
understanding of long-term business dynamics, and a sound, rigorous value discipline.  

This is all the more puzzling given that we believe dramatic changes are impacting how businesses will 
operate going forward, arguably more so than we have seen thus far in our investment careers. This is 
notwithstanding the many unintended consequences of ever-expanding “quantitative easing” initiatives 
around the globe, now overflowing into state ownership of both corporate debt and equities, and negative 
bond yields, a practice never recorded before in the past 5,000 years of economic history. The risk here is 
that this trend in yields and its corresponding inflation in asset prices will continue, in part fueled by large 
levered fixed income investment bets (in a large-scale replay of the subprime mortgage financial bubble).  

Among these unprecedented changes is the rapidly expanding regulatory and administrative overreach, 
which is forcing industry transformations (with lower start-up density and higher concentration), driving cost 
inflation and diverting cash flow away from businesses and equity holders. Technological innovations are 
redefining the barriers to entry for many industries and reshaping competitive landscapes. Rising new 
corporate models are driving a high concentration of both income and wealth, altering the socio-economic 
fabric in the process. Consumer behaviors and preferences are shifting along with macro-economic and 
political dynamics. Affordable access to large amounts of capital, even for small companies with 
unsustainable business models, can foster irrational pricing and facilitate market disruptions. Low interest 
rates are enabling unviable companies, and inducing bad capital allocation decisions. Excess capacity, 
rapidly improving expertise and large available resources are encouraging Chinese companies to look 
beyond low-cost manufacturing and their domestic market. Opportunities to find growth and deploy capital 

14 Global Industry Classification Standard. 
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toward value-creating business opportunities are scarce, and margins seem unlikely to benefit from further
labor cost deflation and lower commodity prices going forward.

In this highly challenging environment, we are still finding compelling investment opportunities, often (as
mentioned above) in smaller, UK-based companies in the aftermath of the Brexit vote. We are fortunate to
have enough flexibility to be able to disproportionately take advantage of these opportunities, while staying
away from relative plays. However, our absolute discipline is now causing cash, the residual output of our
process, to increase. As we’ve warned before, this could cause the Fund to under-perform in the short-
term. Longer-term however, we believe it positions us to manage a possible sharp reversal in market trends,
and to take advantage of the potentially unique bargains that such a reversal might bring.

Team update

Lastly, we are pleased to welcome a new team member, John Madden, who was previously at NWQ
Investments. John has worked as an international equity analyst for the most part of the last five years. He
is a level III CFA candidate and earned a bachelor’s degree in economics at the University of Notre Dame.
With all that, my American colleagues advised it’s hard to think he wouldn’t be able to carry the ball. I’m not 

sure what that means, but I trust them.

We thank you, as always, for your confidence, and we look forward to continuing to serve your interests as
shareholders of the FPA International Value Fund.

Respectfully submitted,

The International Value Team

Pierre O. Py
Portfolio Manager

Jason Dempsey
Analyst

John Madden
Analyst

September 30, 2016
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TICKER SHARES SECURITY MKT PRICE ($) MKT VALUE ($)

% OF NET 

ASSET VALUE

AGK LN 325,886 AGGREKO PLC* 12.33 4,017,687.24 1.42%
ALQ AU 1,534,031 ALS LIMITED* 4.60 7,051,898.92 2.49%
ANN AU 209,230 ANSELL LTD* 17.65 3,693,803.72 1.30%

ATEA NO 210,081 ATEA ASA* 10.13 2,128,506.87 0.75%
AVON LN 495,892 AVON RUBBER PLC* 13.09 6,491,776.19 2.29%

BIDU 16,970 BAIDU INC  - ADR* 182.07 3,089,727.90 1.09%
BVIC LN 808,570 BRITVIC PLC* 7.82 6,321,665.32 2.23%
BRBY LN 277,280 BURBERRY GROUP PLC* 17.84 4,947,857.82 1.75%
DGE LN 74,249 DIAGEO PLC* 28.64 2,126,755.70 0.75%
FENR LN 5,727,046 FENNER PLC* 2.59 14,846,214.47 5.24%
FUR NA 522,258 FUGRO NV* 16.18 8,449,687.92 2.99%

HWDN LN 508,451 HOWDEN JOINERY GROUP PLC* 5.60 2,848,606.35 1.01%
BOSS GY 85,160 HUGO BOSS AG* 55.36 4,714,063.92 1.67%
KCR1V FH 195,630 KONECRANES OYJ* 35.45 6,934,951.04 2.45%
KSB3 GR 30,035 KSB AG VORZUG* 415.99 12,494,361.61 4.41%
LSL LN 2,019,008 LSL PROPERTY SERVICES PLC* 2.77 5,587,158.37 1.97%

MGGT LN 626,560 MEGGITT PLC* 5.84 3,657,043.21 1.29%
MEO1V FH 144,590 METSO OYJ* 29.18 4,219,487.02 1.49%

ORCL 180,350 ORACLE CORP 39.28 7,084,148.00 2.50%
OTHER 9,077,811.97 3.21%

PAGE LN 2,803,732 PAGEGROUP PLC* 4.34 12,166,698.05 4.30%
1913 HK 2,847,190 PRADA SPA* 3.21 9,143,745.69 3.23%
PUB FP 62,670 PUBLICIS GROUPE* 75.67 4,742,097.35 1.68%
SFL IM 639,379 SAFILO GROUP SPA* 9.58 6,124,928.98 2.17%
SAP GR 63,684 SAP SE* 91.45 5,824,047.90 2.06%
SCL CN 124,200 SHAWCOR LTD* 24.67 3,064,410.99 1.08%

SIG 98,870 SIGNET JEWELERS LIMITED* 74.53 7,368,781.10 2.60%
SPO AU 11,483,745 SPOTLESS GROUP HOLDINGS LTD* 0.82 9,462,431.78 3.34%
SUN SW 56,029 SULZER AG* 104.70 5,866,193.97 2.07%

TSM 64,040 TAIWAN SEMICONDUCTOR MFG LTD - ADR* 30.59 1,958,983.60 0.69%
TOTS3 BZ 645,590 TOTVS SA* 9.34 6,030,787.08 2.13%

FAN LN 3,422,584 VOLUTION GROUP PLC* 2.19 7,510,382.09 2.65%
TOTAL EQUITIES: $ 199,046,702.14 70.30%

TOTAL DERIVATIVES/FUTURES 193,163.07 0.07%

912828F88 25,000,000 US TREASURY 0.375% 2016 100.01 $ 25,001,465.00 8.83%
TOTAL US GOVT AND AGENCIES: 25,001,465.00 8.83%

CASH & EQUIVALENTS (NET OF LIABILITIES): 58,906,699.93 20.80%

FPA International Value Fund, Inc. 
Portfolio Holdings 

09/30/16 
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TICKER SHARES SECURITY MKT PRICE ($) MKT VALUE ($)

% OF NET 

ASSET VALUE

FPA International Value Fund, Inc. 
Portfolio Holdings 

09/30/16 

TOTAL CASH & EQUIVALENTS (NET OF LIABILITIES): $ 83,908,164.93 29.63%

TOTAL NET ASSETS: 283,148,030.14$   100.00%

NO. OF EQUITY POSTIONS: 31

* Indicates Foreign Security

Portfolio Holding Submission Disclosure

You should consider the Fund’s investment objectives, risks, and charges and expenses carefully before you invest. The Prospectus 

details the Fund's objective and policies, sales charges, and other matters of interest to the prospective investor. Please read this 

Prospectus carefully before investing. The Prospectus may be obtained by visiting the website at www.fpafunds.com, by email at 

crm@fpafunds.com, toll-free by calling 1-800-982-4372 or by contacting the Fund in writing. 

Investments in mutual funds carry risks and investors may lose principal value.  Stock markets are volatile and can decline significantly in response to adverse issuer,
political, regulatory, market, or economic developments. The Fund may purchase foreign securities, including American Depository Receipts (ADRs) and other depository
receipts, which are subject to interest rate, currency exchange rate, economic and political risks.  Foreign investments, especially those of companies in emerging markets,
can be riskier, less liquid, harder to value, and more volatile than investments in the United States. Adverse political and economic developments or changes in the value
of foreign currency can make it more difficult for the Fund to value the securities. Differences in tax and accounting standards, difficulties in obtaining information about
foreign companies, restrictions on receiving investment proceeds from a foreign country, confiscatory foreign tax laws, and potential difficulties in enforcing contractual
obligations, can all add to the risk and volatility of foreign investments.  Small and mid cap stocks involve greater risks and they can fluctuate in price more than larger
company stocks.

The Fund is non-diversified and may hold fewer securities than a diversified fund because it is permitted to invest a greater percentage of its assets in a smaller number of
securities. Holding fewer securities increases the risk that the value of the Fund could go down because of the poor performance of a single investment.

Portfolio composition will change due to ongoing management of the fund.  References to individual securities are for informational purposes only and should not be
construed as recommendations by the Fund, the Portfolio Managers or Distributor.

The FPA Funds are distributed by UMB Distribution Services, LLC, 235 W. Galena Street, Milwaukee, WI, 53212.
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Important Disclosures 

The views expressed herein and any forward-looking statements are as of the date of this publication and are those
of the portfolio management team. Future events or results may vary significantly from those expressed and are
subject to change at any time in response to changing circumstances and industry developments. This information
and data has been prepared from sources believed reliable, but the accuracy and completeness of the information
cannot be guaranteed and is not a complete summary or statement of all available data.

Portfolio composition will change due to ongoing management of the Fund. References to individual securities are for
informational purposes only and should not be construed as recommendations by the Fund, the portfolio manager, or
the Distributor. It should not be assumed that future investments will be profitable or will equal the performance of the
security examples discussed. The portfolio holdings as of the most recent quarter-end may be obtained at
www.fpafunds.com.

Investments in mutual funds carry risks and investors may lose principal value.  Stock markets are volatile and can
decline significantly in response to adverse issuer, political, regulatory, market, or economic developments.  The
Fund may purchase foreign securities, including American Depository Receipts (ADRs) and other depository receipts,
which are subject to interest rate, currency exchange rate, economic and political risks.  Foreign investments,
especially those of companies in emerging markets, can be riskier, less liquid, harder to value, and more volatile than
investments in the United States.  Adverse political and economic developments or changes in the value of foreign
currency can make it more difficult for the Fund to value the securities. Differences in tax and accounting standards,
difficulties in obtaining information about foreign companies, restrictions on receiving investment proceeds from a
foreign country, confiscatory foreign tax laws, and potential difficulties in enforcing contractual obligations, can all add
to the risk and volatility of foreign investments.

Small and mid-cap stocks involve greater risks and they can fluctuate in price more than larger company stocks.
Groups of stocks, such as value and growth, go in and out of favor which may cause certain funds to underperform
other equity funds.  A non-diversified fund may hold fewer securities than a diversified fund because it is permitted to
invest a greater percentage of its assets in a smaller number of securities.  Holding fewer securities increases the risk
that the value of the fund could go down because of the poor performance of a single investment.

Value style investing presents the risk that the holdings or securities may never reach their full market value because
the market fails to recognize what the portfolio management team considers the true business value or because the
portfolio management team has misjudged those values.

Index Definitions

The MSCI ACWI ex-USA Index (Net) is a float-adjusted market capitalization index that is designed to measure the
combined equity market performance of developed and emerging market countries excluding the United States.

Indices do not reflect any commissions or fees which would be incurred by an investor purchasing the underlying
securities.  You cannot invest directly in an Index.

The FPA Funds are distributed by UMB Distribution Services, LLC, 235 W Galena Avenue, Milwaukee, WI 53212. 
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