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

Average Annual Total Returns (%) 

Inception of FPA International Value Fund (“Fund”) as December 1, 2011. Periods greater than one year 
are annualized. Fund performance is shown net of all fees and expenses. Fund performance is calculated 
on a total return basis which includes reinvestment of all distributions. Fund performance does not reflect 
the deduction of taxes that a shareholder would pay on Fund distributions or the redemption of Fund shares, 
which would lower these returns. Comparison to any index is 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. 

The Fund’s total expense ratio is 1.35% (as of most recent prospectus). The Advisor has contractually 
agreed to reimburse the Fund for Total Annual Fund Operating Expenses in excess of 1.29% of the average 
net assets of the Fund (excluding brokerage fees and commissions, interest, taxes, fees and expenses of 
other funds in which the Fund invests, and extraordinary expenses, including litigation expenses not 
incurred in the Fund’s ordinary course of business) through April 30, 2020. This agreement may only be 
terminated earlier by the Fund's Board of Trustees (the “Board”) or upon termination of the Advisory 
Agreement. 

Past performance is no guarantee of future results and current performance may be higher or lower 
than the performance shown. This data represents past performance and investors should 
understand that investment returns and principal values fluctuate, so that when you redeem your 
investment it may be worth more or less than its original cost. The Fund’s net expense ratio as of 
its most recent prospectus is 1.29%. Current month-end performance data, which may be lower or 
higher than the performance quoted, may be obtained at www.fpa.com or by calling toll-free, 1-800-
982-4372.

Please see important disclosures at the end of the commentary. 

As of June 30, 2019
Since 

12/1/11
5 Years 3 Years 1 Year YTD QTR

FPA International Value Fund 7.72 2.89 11.51 3.68 12.92 4.08

MSCI ACWI ex US 6.08 2.16 9.39 1.29 13.60 2.98

FPA International Value Fund
Second Quarter 2019 Commentary

1

http://www.fpa.com/
http://www.fpa.com/


“With regard to performance, commitment, effort, dedication, there is no middle ground. Or you do 
something very well or not at all.”  

Ayrton Senna, Formula One Racing Driver. Died May 1, 1994 at Imola, Italy, competing. 

Dear Fellow Shareholders, 

In the second quarter of 2019, the FPA International Value Fund (the “Fund”) returned 4.08% (in U.S. 
currency), net of fees and expenses (the Fund’s most recent net expense ratio was 1.29%). This compared 
to 2.98% over the same period for the MSCI All Country World Index (ex-U.S.) (Net) (the “Index”).  

Since the beginning of the year, the Fund has returned 12.92%, net of fees and expenses (the Fund’s most 
recent net expense ratio was 1.29%), versus 13.60% for the Index over the same period.  

Most importantly, since its inception on Dec. 1, 2011, the Fund has returned an average of 7.72% per year 
(in U.S. currency), net of fees and expenses (the Fund’s net expense ratio averaged just under 1.29% since 
inception).1 This compares to an annualized return of 6.08% for the Index.2  

Also, we note that cash and equivalent holdings on average accounted for 27% and 25% of the Fund’s total 
assets in the second quarter and since the beginning of the year, respectively. Since the Fund’s inception, 
cash exposure has averaged 31% of total assets, while fluctuating from less than 12% to more than 40%, 
depending on the availability of suitable investment opportunities. 

Quarterly performance3 

Portfolio equity holdings also outperformed the Index in the quarter with a return of more than 6%, and 
since the beginning of the year with a return of about 18% (in U.S. currency). Most importantly given our 
long-term focus, their annualized return since inception remains around 13% (in U.S. currency), compared 
to approximately 6% for the Index.4  

The Fund generally benefited from strong performance across the board in the second quarter, with only 
seven of the 28 disclosed holdings experiencing some level of negative return, and as many making a 
negative contribution to performance (three of them lower than 5 basis points of negative contribution each). 
One of these holdings, Melrose (a UK-based publicly-traded investment firm with a concentrated buy-and-

1 Based on the percentage of the Fund’s share price change from Dec. 1, 2011 to June 30, 2019 in U.S. currency.  

2 Based on the percentage of the Index’s share price change from Nov. 30, 2011 to June 30, 2019 in U.S. currency. 

3 Throughout this commentary, references to individual securities are for informational purposes only and should not be construed as 
recommendations by the Fund, the portfolio manager, FPA, 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 information provided does not reflect all positions 
purchased, sold or recommended by FPA during the 1H'19. The portfolio holdings as of the most recent quarter-end may be obtained 
at www.fpa.com. Portfolio composition will change due to ongoing management of the Fund. 

4 The performance of the Fund's equity holdings is presented gross of investment management fees, transactions costs, and Fund 
operating expenses, which if included, would reduce the returns presented. The performance for the Fund's equity holdings excludes 
the impact of cash and cash equivalents. The performance of the Fund's equity holdings is being shown 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. 

Please see the end of this Commentary for a full list of the Fund’s holdings and portfolio weights. Past performance is no 
guarantee, nor is it indicative, of future results. 
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improve strategy), was added to the portfolio last quarter. In recent months, we have continued to build the 
position as the stock has experienced sustained unfavorable sentiment, likely as a function of exposure to 
the cyclical Automotive and Aerospace markets. 

We discussed in our previous commentary the negative impact on performance toward the end of the first 
quarter of our Brazilian holdings, and the likely reasons behind their price decline. It appeared the market 
was taking a pessimistic view of local political developments at the time. During the second quarter, as 
investors seemingly regained confidence in the recently elected government and its ability to pass reforms, 
the Ibovespa Brasil Sao Paulo Stock Exchange Index recovered. The Fund’s holdings benefitted 
disproportionately from the recovery. They accounted for four of the Fund’s top ten performing names this 
quarter (five including healthcare service provider Notre Dame Intermedica, (“Intermedica”), which we sold 
in the period). Together they accounted for close to 30% of the Fund’s total positive contribution.  

As is often the case, more than a third of total negative contribution during the second quarter was related 
to companies we recently added to the portfolio whose stocks continue to experience negative sentiment.5 
Other notable detractors and contributors were more idiosyncratic in nature. Despite further de-risking of 
its balance sheet and generally positive results, Allied Irish Banks (“AIB”) (one of the leading commercial 
banks in Ireland) suffered woes alongside the European sector, as the prospect of further interest rate cuts 
weighed on bank shares. Dignity continued to suffer from the uncertainty associated with the pending 
competitive investigation of funeral services in the UK. EssilorLuxottica (formed by the merger of France-
based Essilor, a global leading manufacturer of ophthalmic lenses, and Italy-based Luxottica, a global 
leading manufacturer and distributor of eyeglass frames) recovered along with reduced noise over the post-
deal leadership tensions we discussed last quarter. Sulzer (a Switzerland-based provider of pump 
equipment with significant exposure to the oil and gas industry) benefited from further evidence of a strong 
cyclical recovery in its core markets.  

However, these short-term price developments say little of the underlying fundamentals and intrinsic values 
of our individual holdings. Focus should remain on their long-term business prospects rather than macro-
economic fluctuations, political news flow, or headline noise. As always, we encourage shareholders to 
evaluate the stock performance of our investments over long periods of time.  

Key performers6 

The largest detractor to performance this quarter was Ryanair with a contribution to return of -0.50%. It 
was also our worst-performing holding, with a share price that fell 12.06% (in U.S. currency).7  

Based in Ireland, Ryanair is one of Europe’s leading passenger airlines. We have commented several times 
on this name in previous commentaries, as the company has experienced many difficulties in recent months 
which have weighted negatively on both its operating results and its share price. Challenges have ranged 
from pilot roster-related flight cancellations, to strike-ridden labor negotiations, to exogenous air traffic 

                                                           
5 All were names that we started to purchase in the first quarter of 2019.  
6 Throughout this commentary, detractors and contributors are presented gross of investment management fees, transactions costs, 
and Fund operating expenses, which if included, would reduce the returns presented. The information provided does not reflect all 
positions purchased, sold or recommended by FPA during the quarter. A copy of the methodology used and a list of every holding’s 
contribution to the overall Fund’s performance during the quarter is available by contacting FPA Client Service at crm@fpa.com. It 
should not be assumed that recommendations made in the future will be profitable or will equal the performance of the securities 
listed. Past performance is no guarantee, nor is it indicative, of future results. 
7 Based on the percentage of Ryanair’s share price change from March 31 to June 30, 2019 in U.S. currency. This share price change 
may not equate with the performance of the holding in the Fund. As of June 30, 2018, Ryanair represented 4.86% of the Fund’s 
assets.  

 

Please see the end of this Commentary for a full list of the Fund’s holdings and portfolio weights. Past performance is no 
guarantee, nor is it indicative, of future results. 

3



control issues and increased fuel prices. To these, one may want to add the uncertainties associated with 
a “hard Brexit” scenario, in particular with regard to airlines’ ability to fly between Europe and the UK.8 

We didn’t see any of these problems as company-specific or structural in nature. Therefore, we didn’t view 
them as a threat to Ryanair’s long-term dominance in its market or its related free cash flow growth 
aspirations. We also expected its experienced management team to be able to steer the company through 
these challenging times; and we were happy to take advantage of any associated short-term weakness in 
the share price to build our ownership of the stock.  

However, a more material risk to Ryanair’s business model (which is also one its strengths), as laid out in 
our original thesis, is the company’s reliance on one aircraft, the Boeing 737, and its successor, the Max. 
Unfortunately, the Max was recently involved in two deadly crashes. Following these dramatic accidents, 
the aircraft came under intense scrutiny over several alleged design flaws (primarily that of a stabilization 
software system), and was grounded by authorities effectively until further notice.  

The Max is crucial to Boeing’s very existence, and that of many businesses across its supply chain, along 
with associated constituents and local communities. It is difficult to imagine the group failing, and the U.S. 
being pushed out of the passenger aircraft manufacturing market. Therefore, we expect a solution will be 
found to put the Max back in the air (likely a combination of technical fixes, re-branding, and re-training of 
pilots). Nonetheless, it is hard to see in the meantime how an airline managed to a ca. 95% load factor can 
deliver much passenger growth (along with the expected efficiency gains) without an operable Max. And 
given the complexity of the situation, it is virtually impossible to determine how long this crisis will last, or 
what the implications will be for Ryanair.  

In the end, no business is ever immune from risk. Over the years, we have seen things like this happen to 
the best of companies. Every time, we were reminded of the importance of the other tenets, beside business 
quality, of our investment selection discipline. One is management capability; another is a strong balance 
sheet (Ryanair is effectively debt free); and the last is valuation. At the end of the second quarter, Ryanair’s 
total enterprise value was less than €12 billion.9 Yet the book value of its planes (all of which it owns) at the 
end of last year was €9 billion, and it had negative working capital well in excess of €3 billion. Meanwhile, 
with its existing asset base, yields at a 10-year low (it would be more if not for the financial crisis), and fuel 
costs notably above their 10-year average, Ryanair generates an EBITDA of close to €1.9 billion.10 We 
think this makes for an extremely attractive value proposition (all the more so in the current market 
environment), even if we put aside the many qualitative appeals of the business, and a likely resolution to 
the current crisis. Therefore, we are buyers of Ryanair’s stock at current market pricing levels, and have 
continued to add to our position. 

The Fund’s biggest contributor to performance this quarter was Ströer, with a contribution to return of 
0.77%. It was also the Fund’s best-performing holding, with a share price that rose 28.33% (in U.S. 
currency).11  

Based in Germany, Ströer is a leading German provider of out-of-home (“OOH”) advertising solutions with 
around 300,000 sites across the country. The group also operates a large portfolio of German-language 
websites, and through several acquisitions, is a provider of direct marketing services.  

                                                           
8 A scenario in which the UK would leave the European Union (“Brexit”) without an arrangement between the two entities that would 
create a new framework for their political and commercial relations.  

9 Based on company filings and market data, Form 6-K of Fiscal Year End 2018 Results, filed May 10th and 20th, 2019. 

10 EBITDA refers to earnings before interest, tax, depreciation and amortization. Based on company filings, Form 6-K of Fiscal Year 
End 2018 Results, filed May 10th and 20th, 2019. 

11 Based on the percentage of Ströer’s share price change from March 31 to June 30, 2019 in U.S. currency. This share price change 
may not equate with the performance of the holding in the Fund. As of June 30, 2019, Ströer represented 2.65% of the Fund’s net 
assets. 

 
Please see the end of this Commentary for a full list of the Fund’s holdings and portfolio weights. Past performance is no 
guarantee, nor is it indicative, of future results. 
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We purchased the stock in the fourth quarter of last year. In the preceding months, Ströer’s share price had 
experienced significant negative pressure (it fell close to 35% in U.S. currency in 2018). We believed this 
was a function of questionable recent acquisitions, a lack of strategic focus, exposure to some difficult 
international markets like Turkey, along with rising fears that Google might consider entering the market. 

Our research work, including conversations with many market participants, led us to believe that such risk 
was limited, and that industry consolidation, if anything, was a more plausible scenario. Management had 
drawn appropriate conclusions from past investments (some of which in fairness proved quite successful) 
and re-focused its strategy on the German OOH market, which Ströer dominates. We also expected excess 
free cash flows and the proceeds from disposals of non-core assets (some of which we estimated to be 
highly valuable) to be returned to shareholders in the most value-creative manner. Lastly, we believed the 
group was well-positioned to take advantage of compelling business opportunities, in particular through the 
continued roll out of digital and video advertising screens.  

With growing realization by the market that the company had been put on a more effective course to realize 
value, increased recognition of the effectiveness of OOH as an advertising medium (even in the digital age), 
the attractiveness of both the German market and Ströer’s differentiated assets, and continued delivery of 
solid operating results, the share price recovered and has now reached new highs. Nevertheless, given our 
view of the business and our assessment of its intrinsic value, we remain interested in being shareholders 
of Ströer, so long as we can continue to hold the stock with an appropriate margin of safety. 

Portfolio activity12 

As always, through the quarter we continued to add to holdings we believe offer compelling discounts to 
intrinsic value, and to trim positions that are becoming less attractively priced. We also consistently 
rebalanced individual positions based on relative discounts to intrinsic value. While this helps ensure that 
our most compelling investments are more heavily weighted and can drive performance, it is important to 
realize that it can also inflate portfolio turnover at times, particularly if short-term volatility increases.  

Specifically, we increased the Fund’s ownership of some portfolio companies whose stocks experienced 
material weakness in the quarter including AIB, Dignity, and Ryanair which we discussed previously. As 
mentioned earlier, we continued to build our position in Melrose which also experienced negative pressure 
in the period due to its underlying cyclical exposure. 

As a result of the positive performance throughout the quarter, we trimmed several of our portfolio holdings. 
In particular, we sold a significant portion of our investment in SAP (a world leading provider of enterprise 
software solutions based in Germany, and a long standing holding), and we reduced the Fund’s exposure 
to Brazilian companies, including Magazine Luiza (a well-established retailer with a leading online platform) 
and Totvs (the country’s leading provider of enterprise software solutions about which we wrote in past 
commentaries on several occasions). We also sold the Fund’s position in Intermedica.  

Similar to what happened with BK Brasil (Burger King’s master franchisee in Brazil) which we sold last 
quarter, we had purchased Intermedica’s stock in 2018, when we took advantage of the combination of a 
material decline in the Brazilian equity markets and a severely depressed currency to invest a large portion 
of our assets (ca. 20%) in a handful of high-quality companies in the region. This type of elevated turnover 
is reminiscent of what the Fund experienced as a function of particularly strong performance in 2017, and 
may be surprising at first glance given our long-term focus. However, it is dictated by our discipline of selling 
when the price of a stock converges with its estimated intrinsic value. Because we do not have a mandate 

                                                           
12 The information provided does not reflect all positions purchased, sold or recommended by FPA during the quarter. It should not be 
assumed that an investment in the securities listed was or will be profitable. Portfolio composition will change due to ongoing 
management of the Fund. 
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to be fully invested, we are free to realize capital gains without having to balance the decision to sell against 
the institutional imperative of finding a replacement.  

Even though it was no longer in the portfolio as at June 30, Intermedica was the Fund’s second-best 
performing holding in the second quarter, with a share price that rose 25.06% and a contribution to the 
Fund's return of 0.25% (in U.S. currency). From Sept. 30, 2018 to its peak on June 13, 2019, the company’s 
share price increased 69%13 (in U.S. currency) and as a result traded in excess of its estimated fair value, 
which led to our decision to exit the position.  

During the period, we also sold out of the Fund’s investments in Britvic (Pepsi’s exclusive bottler and 
distributor in the UK), Edenred (a leading prepaid corporate vouchers company based in France), and 
IMCD (a global distributor of specialty chemicals and food ingredients based in the Netherlands), whose 
stock prices we believe had all reached their estimated intrinsic values.  

While we are no longer invested in these companies, we continue to view them as well-run, high-quality, 
and financially strong. We would be interested in becoming shareholders again (as it has been the case for 
Britvic in the past) if we could buy their stocks at significant discounts to their estimated intrinsic values. 

Portfolio profile14 

Net of these transactions, the Fund remained focused on our best ideas, with 28 disclosed positions at the 
end of the period. The top 10 positions accounted for 31% of the Fund’s total assets, and 44% of the 
invested portion. The top five accounted for more than 17% of total assets and 24% of the invested portion. 
The weighted average discount to intrinsic value of the Fund’s portfolio holdings decreased to 27%. 

The Fund’s median market capitalization size was in excess of $10 billion, and the weighted average market 
capitalization was $45 billion at the end of the quarter. Close to 60% of the Fund’s invested assets were in 
companies with a market capitalization of more than $10 billion. However, we do not consider a company’s 
market capitalization size to be a relevant criterion from an investment perspective. The Fund is invested 
across a wide range of market capitalization sizes, from about $125 million to more than $400 billion. 

We are similarly indifferent to which sector a company operates in, or where it happens to be domiciled. 
Nonetheless, looking at the Fund’s geographic profile at the end of the quarter, just under 40% of total 
assets were invested in companies domiciled in Europe (ex-UK). For the most part, this exposure was 
geared toward Northern European markets like France, Ireland, Switzerland, Holland, and Germany.  

The Fund’s exposure to the UK was effectively unchanged at 16% of total assets. We continue to see 
compelling opportunities in that market, presumably as a function of the uncertainties surrounding Brexit. 
With further reduction of the Fund’s investments in Brazilian companies, emerging markets exposure came 
down to 17% of total assets. Brazil accounted for ca. 9%. Australia still only accounted for only 1% of total 
assets. We still had no exposure to Japan at the end of this quarter. 

From a sector standpoint15, we often migrate toward businesses that are cash generative and not very 
capital intensive. Those include service-type businesses and consumer goods companies. At the end of 
the quarter, Consumer Discretionary and Consumer Staples together were the Fund’s largest exposure 
with 24% of total assets. The Fund still had notable exposure to Industrials, which accounted for 21% of 
total assets, and to Information Technology and Communications, which accounted for 19%. Healthcare 
accounted for 3% of total assets. 

                                                           
13 The share price change noted does not equate with the performance of the noted holdings in the portfolio. In the second quarter, 
Intermedica contributed 0.25% to performance, although the Fund no longer owned Intermedica of June 30, 2019. The second quarter 
share price change of 25.06% was based on the share price change from April 1, 2019 through June 30, 2019. 
14 Portfolio composition will change due to ongoing management of the Fund. The statistics provided in the Portfolio Profile section 
are approximate numbers. 
15 Sector classification scheme reflects GICS (Global Industry Classification Standard). 

Past performance is no guarantee, nor is it indicative, of future results. 
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The Fund had just under 3% of total assets invested in Financials. This reflects the Fund’s investment in 
AIB. Outside of this holding, the Fund has had no exposure to banks since its inception. We noted in 
previous commentaries the challenges often associated with these investments, which typically are a poor 
fit for our philosophy and process. Overall, the Fund had limited exposure to the credit cycle and financially 
levered companies.  

While we try to provide some perspectives on the Fund’s sector profile in these commentaries, we would 
highlight that the portfolio is simply the residual of our bottom-up approach. We also find that the Global 
Industry Classification Standard (GICS) classifications are of limited relevance. PageGroup, for instance, 
is a provider of recruitment services, yet it is classified as Industrial. In our view, GICS’s sector definitions 
are too broad to give a meaningful picture of the Fund’s underlying exposure.  

More fundamentally, we believe the Fund remains exposed to a fairly diverse group of sectors, as well as 
geographies, and is exposed to markets that we think have limited correlation. We also believe many of the 
Fund’s holdings have unique secular dynamics that make them more predictable and better suited to work 
through potential short-term economic challenges. 

While it is impossible to anticipate how individual stocks will perform going forward, we would argue that 
the Fund’s exposure to varying sectors and geographies, along with the quality of its holdings, positions it 
well to withstand market dislocation. To this, of course, we need to add the Fund’s cash holding, which 
offers us the flexibility to buy when others are selling. It may also be a driver of performance through the 
cycle.  

Investment prospects 

In terms of investment prospects, we laid out in our 2018 year-end commentary the significant geopolitical, 
macro-economic, and market-specific challenges we currently see. We reiterated many of our concerns in 
the first quarter, with an emphasis on Chinese risks and signs of weakness in business activity.  

In recent months, we have continued to observe mounting problems in China, along with evidence that 
segments of the world economy seem to be experiencing some pull back. As mentioned before, these 
comments are based on our bottom-up research work, including conversations with management teams 
across many geographies and industries. However, from a top-down perspective, it is fair to say that the 
geo-political environment remains generally challenging, both at home (in the U.S.) and internationally. 

Presumably in response to similar economic concerns, key central banks have moved aggressively to 
further lower the cost of capital. As recently noted in Grant's Interest Rate Observer ("Grant") dated June 
28, 2019, an extraordinary 13 trillion dollars of debt worldwide is now priced to yield less than nothing, a… 
“4,000-year low”. Despite the possibility of slower growth, it is hard to see how these actions can be justified 
at such an advanced stage in the cycle (assuming they are in fact an appropriate and effective response to 
slowing growth). Aberrations driven by excessive leverage (not to mention low cost and often covenant-
free) are already surfacing everywhere, and rather evident to even the less financially-inclined minds. We 
believe these policies are a disturbing symptom of the dysfunctional markets we are currently facing, or as 
Grant eloquently put it: “a financial offense against nature”.  

These new easing measures have further delayed withdrawal experiences, with stock prices bouncing back 
from their lower year-end 2018 levels, and rallying to new records as a result. This resumes the trend of 
global equity markets seeming to move ever higher on the back of the same self-fulfilling short-term 
directional bets, without any consideration for liquidity, valuation, or the specifics of underlying companies. 

As we continue to test the assumptions baked into the intrinsic value assessments of all the companies that 
meet our qualitative criteria, we find more and more evidence that prices have grown disconnected from 
fundamentals. Valuations are quite unreasonably high in our view, and it is more and more evident to us 
that any new investment at this stage carries a significant risk of permanent capital destruction. 
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Many market observers and participants are now highlighting evidence of irrational investor behavior, some 
of which we mentioned in previous commentaries, such as the high number of IPOs lacking both positive 
margins and cash generation, with little if any prospects for improvement on these measures given their 
underlying business fundamentals (the most recent and perhaps striking example being Beyond Meat). 

Furthermore, we mentioned several times in previous commentaries that we believe a range of mechanisms 
are currently at play across capital markets that could both restrict liquidity and amplify a potential 
correction. We reiterate these concerns as well, and would suggest a healthy dose of skepticism toward 
the idea that passive strategies are a panacea for positive returns going forward. 

More than ever, this is a time to remain disciplined in executing our framework in order to avoid losses. As 
we have always done, we will seek to invest only in high-quality companies, with compelling prospects to 
build significant shareholder value in the long run, as well as balance sheets able to withstand short-term 
disruption, and management teams capable of steering the company through challenging times. We will 
only put capital at risk if and when we can buy their stocks at what we believe to be a significant discount 
to intrinsic value. 

We expect that cash could continue to increase as a residual outcome of our process. This could cause the 
Fund to underperform in the short-term, notwithstanding potential opportunities to invest in cyclical names 
as they get under pressure. However, we have no desire to chase short-term incremental paper gains and 
to expose ourselves and our fellow shareholders as a result to permanent impairments. 

Perhaps it is only fitting that this quarter saw the 25th anniversary of the death of formula one racing driver 
Ayrton Senna. At the pinnacle of his career and while competing, Ayrton wrote a book called “Principles of 
Race Driving” which is as highly priced on Ebay as Klarman’s “Margin of Safety”. This manual of sort 
contains a few lessons on managing complexity, risk, and adversity that apply to investing such as the 
importance of comfort, the need to use the full breadth of the track, or the value of surveying the circuit and 
testing every part of the car to its tolerance limits before the race. Yet, the most valuable ones are two 
simple ideas. One is that the surest way to lose the race is to break the car. The other is that in negotiating 
a corner, the driver should always focus on the exit and taking an angle that will help him re-accelerate 
before anyone else can. While remembering that none of this ultimately saved Ayrton from being the victim 
of dramatic mechanic failure, we will try and approach upcoming market hairpins with that same philosophy. 

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,  

 

Pierre O. Py 
Portfolio Manager 
 

June 30, 2019 

 
 

 

 

 

 

 

8



Important Disclosures 

This Commentary is for informational and discussion purposes only and does not constitute, and should not be 
construed as, an offer or solicitation for the purchase or sale with respect to any securities, products or services 
discussed, and neither does it provide investment advice. Any such offer or solicitation shall only be made pursuant to 
the Fund’s Prospectus which supersedes the information contained herein in its entirety.  
 
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, the 
Adviser, 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.fpa.com.  
 
Throughout this Commentary, detractors and contributors to Fund performance noted are based on contribution to 
return for the periods noted. Contributors and detractors are presented gross of investment management fees, 
transactions costs, and Fund operating expenses, which if included, would reduce the returns presented. The 
information provided does not reflect all positions purchased, sold or recommended by FPA during the quarter. A copy 
of the methodology used and a list of every holding’s contribution to the overall Fund’s performance during the quarter 
is available by contacting FPA Client Service at crm@fpa.com. It should not be assumed that recommendations made 
in the future will be profitable or will equal the performance of the securities listed. Past performance is no guarantee, 
nor is it 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.    

 
Investments, including investments in mutual funds, carry risks and investors may lose principal value. Capital 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.   
 
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. 
 
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. In addition, value style investing may fall out of favor and 
underperform growth or other styles of investing during given periods. 
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Index Definitions  

Comparison to any index is for illustrative purposes only and should not be relied upon as a fully accurate measure of 
comparison. The Fund will be less diversified than the indices noted herein, and may hold non-index securities or 
securities that are not comparable to those contained in an index. Indices will hold positions that are not within the 
Fund’s investment strategy. Indices are unmanaged and do not reflect any commissions or fees which would be 
incurred by an investor purchasing the underlying securities. All indices include reinvestment of dividends and interest 
income unless otherwise noted. An investor cannot invest directly in an index. 
 
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. Net 
index returns reinvest dividends after the deduction of withholding taxes, using (for international indexes) a tax rate 
applicable to non-resident institutional investors who do not benefit from double taxation treaties.  
 
Ibovespa Brasil Sao Paulo Stock Exchange index is a gross total return index weighted by free float market cap and 

is comprised of the most liquid stocks traded on the Sao Paulo Stock Exchange. 
 
Other Definitions  

An asset's book value is equal to its carrying value on the balance sheet, and companies calculate it netting the asset 

against its accumulated depreciation. 
 
Full market cycle - A cycle is a time period that contains a wide range of market conditions and usually consists of a 

bear market, recovery, and bull market stage. 
 
Median market capitalization is the midpoint of market capitalization (market price multiplied by the number of shares 

outstanding) of the stocks in a portfolio. Half the stocks in the portfolio will have higher market capitalizations; half wil l 
have lower. 
  
High-quality business - The portfolio manager believes a high quality business is one that is able to generate a return 

on capital in access of its cost of capital for sustained periods of time. 
 
Margin of safety - 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. 
 
Total enterprise value is a valuation measurement used to compare companies with varying levels of debt. 
 
Weighted average discount to intrinsic value - Refers to the weighted average discount to intrinsic value of all 

securities in the Fund based on fundamental research versus its actual market value 
 
Weighted average market capitalization refers to a type of stock market index construction that is based on the 

market capitalization of the index's constituent stocks. Large companies would thus account for a greater portion of an 
index than small-cap stocks. 
 
Working capital the capital of a business which is used in its day-to-day trading operations, calculated as the current 

assets minus the current liabilities. 
 
 
The FPA Funds are distributed by UMB Distribution Services, LLC, 235 W Galena Street, Milwaukee, WI 53212. 
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TICKER/CUSIP SHARES/PRINCIPAL SECURITY COUPON RATE (%) MATURITY DATE MKT PRICE ($) MKT VALUE ($)
% OF NET 

ASSET VALUE

COMMON STOCKS
AIBG ID 1,719,904 AIB GROUP PLC 4.09                   7,032,708                    2.8%
ABEV3 BZ 1,449,594 AMBEV SA 4.66                   6,753,535                    2.7%
AVON LN 236,534 AVON RUBBER PLC 17.32                 4,097,268                    1.6%
CAP FP 62,556 CAPGEMINI 124.33               7,777,780                    3.1%
SGO FP 165,230 COMPAGNIE DE SAINT-GOBAIN 39.05                 6,452,191                    2.6%
DTY LN 933,344 DIGNITY PLC 8.22                   7,674,815                    3.0%
EL FP 55,510 ESSILORLUXOTTICA 130.32               7,234,168                    2.9%
FEMSAUBD MM 570,621 FOMENTO ECONOMICO MEXICA - UBD 9.68                   5,520,772                    2.2%
GEM AU 1,395,242 G8 EDUCATION LTD 2.13                   2,974,762                    1.2%
GVNV NA 291,265 GRANDVISION NV 23.23                 6,766,359                    2.7%
HYPE3 BZ 747,505 HYPERA SA 7.81                   5,838,012                    2.3%
ITX SM 254,731 INDUSTRIA DE DISENO TEXTIL 30.09                 7,664,162                    3.0%
OR FP 8,851 L'OREAL 284.33               2,516,587                    1.0%
MGLU3 BZ 76,203 MAGAZINE LUIZA SA 54.98                 4,189,632                    1.7%
MRO LN 3,332,528 MELROSE INDUSTRIES PLC 2.30                   7,660,676                    3.0%
NESN SW 38,350 NESTLE SA 103.52               3,970,077                    1.6%

OTHER COMMON STOCKS 12,230,858                  4.9%
PAGE LN 1,057,768 PAGEGROUP PLC 6.51                   6,885,062                    2.7%
PFRM3 BZ 913,714 PROFARMA DISTRIBUIDORA 1.00                   916,105                       0.4%
RAND NA 62,228 RANSTAD HOLDINGS 54.88                 3,415,245                    1.3%
RYA ID 1,066,101 RYANAIR HOLDINGS PLC 11.50                 12,262,047                  4.9%
SAP GY 13,924 SAP SE 137.09               1,908,867                    0.7%
SW FP 52,227 SODEXO SA 116.89               6,105,017                    2.4%
SAX GR 89,045 STROEER SE & CO KGAA 75.13                 6,689,599                    2.6%
SUN SW 59,857 SULZER AG 109.46               6,552,181                    2.6%
SUMO LN 3,423,540 SUMO GROUP PLC 2.09                   7,163,059                    2.8%
700 HK 160,367 TENCENT HOLDINGS LTD 45.24                 7,254,905                    2.9%
TOTS3 BZ 476,990 TOTVS SA 11.45                 5,461,855                    2.2%
FAN LN 2,848,974 VOLUTION GROUP PLC 2.29                   6,512,495                    2.6%

TOTAL COMMON STOCKS 177,480,800$             70.4%

REPURCHASE AGREEMENTS
73,753,000 STATE STREET BANK/FICC REPO 73,753,000                  29.2%

TOTAL REPURCHASE AGREEMENTS 73,753,000$               29.2%

FPA International Value Fund, Inc.
Portfolio Holdings

06/30/19
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TICKER/CUSIP SHARES/PRINCIPAL SECURITY COUPON RATE (%) MATURITY DATE MKT PRICE ($) MKT VALUE ($)
% OF NET 

ASSET VALUE

FPA International Value Fund, Inc.
Portfolio Holdings

06/30/19

CASH & EQUIVALENTS: 939,046 0.4%
TOTAL CASH & EQUIVALENTS 74,692,046$               29.6%

TOTAL NET ASSETS 252,172,846$             100.0%

NUMBER OF EQUITY POSITIONS 28                                

* Indicates domestic security

Portfolio Holding Disclosures
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 the Prospectus carefully before investing. The
Prospectus may be obtained by visiting the website at www.fpa.com, by email at crm@fpa.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.      

Groups of stocks, such as value and growth, go in and out of favor, which may cause certain funds to underperform other equity funds. You risk paying more for a security than you received from
its sale. 

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. In addition, value style investing may fall out of favor and underperform growth or other styles of
investing during given periods.

                                                                                                                                                                                                                                                        
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 manager, FPA, or the distributor.

The Fund is distributed by UMB Distribution Services, LLC, 235 W. Galena Street, Milwaukee, WI, 53212.
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