
 

 

 

 

 
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 (%) 
 

As of Date: 9/30/2019 10 Years 5 Years Since 9/1/13* 3 Years 1 Year YTD QTR 

FPA Paramount Fund, Inc. 9.81 7.65 6.81 11.41 2.69 16.75 0.28 

MSCI ACWI (Net) 8.35 6.65 8.20 9.71 1.38 16.20 -0.03 

 
 
* The FPA Paramount Fund, Inc. ("Fund") transitioned to its current investment strategy on September 1, 
2013. Performance prior to that date reflects performance of the prior portfolio management team and 
investment strategy. Performance prior to September 1, 2013 is not indicative of performance for any 
subsequent periods.  
 
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 Adviser 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 January 31, 2020. This agreement may only 
be terminated earlier by the Fund’s Board of Directors (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. 
 

 

 

 

 

 

  

FPA Paramount Fund, Inc. 
Third Quarter 2019 Commentary 

1

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


 

  

 

 

  

Dear Fellow Shareholders, 

 

Fiscal 2019 

 

For the last 12 months, the Fund gained 2.69% compared to an increase of 1.38% for the MSCI All Country 

World (“ACWI”) NR Index (the “Index”).  

 

Among portfolio holdings, AIB Group (“AIB”) was the largest detractor to performance in the fiscal year 

ended September 30.1  

 

Based in Ireland, AIB is one of the country’s leading financial services groups. AIB is well-positioned in 

Ireland because of its established network of physical branches and strong digital banking platform. The 

company leads a market that has consolidated in recent years. While there are five major banks in Ireland, 

AIB and Bank of Ireland together control roughly 70% of the market. From a balance sheet standpoint, AIB 

stands out in a highly leveraged industry. It is the best-capitalized bank in Europe, with a leverage ratio of 

below 7x, and about three times the average capital of its peers. Unfortunately, central banks’ negative 

interest rate policies create substantial long-term challenges for financial institutions. Recently, the ECB 

moved to further cut rates, which were already in negative territory, and to continue its bond buying program. 

We believe the long-anticipated cuts caused European bank stock prices, including AIB’s, to decline 

significantly in recent months.2 

 

Among portfolio holdings, Ströer was the top performance contributor for the fiscal year.3 Ströer, based in 

Germany, is a leading provider of out-of-home advertising solutions with around 300,000 sites across the 

country. The group also operates a large portfolio of German-language websites, and recently created a 

leading provider of direct marketing services through several acquisitions.  

 

Third Quarter 2019 

 

During the third quarter of 2019, the Fund gained 0.28% (in U.S. currency) compared to a decrease of 

0.03% for the Index. Since the start of 2019, the Fund gained 16.75% (in U.S. currency) compared to an 

increase of 16.20% for the Index. 

 

While the third quarter results were slightly stronger than the Index, we continue to believe short-term 

performance is not the best way to judge results. As value investors, we seek to buy businesses at a 

discount. Stock prices can, and often do, decline after purchases. We also know that market sentiment 

toward an industry, or even a specific company, often shifts significantly from one year to the next. It typically 

takes several years for discounts to our estimates of intrinsic value to unwind. That is why we advocate 

evaluating the Fund’s performance over longer periods, ideally over a market cycle. 

                                                      
1 Reflects the top detractor to the Fund’s performance based on contribution to return for the fiscal year. Contribution is presented 
gross of investment management fees, transactions costs, and Fund operating expenses, which if included, would reduce the returns 
presented. 
2 Source: AIB Group plc 2019 Half-Yearly Financial Report. 
3 Reflects the top contributor to the Fund’s performance based on contribution to return for the fiscal year. Contribution is presented 
gross of investment management fees, transactions costs, and Fund operating expenses, which if included, would reduce the returns 
presented. 

Past performance is no guarantee, nor is it indicative, of future results. 

FPA Paramount Fund 

Third Quarter 2019 Commentary 

2



 

 

Key Performers4 

 

The biggest performance detractor in the third quarter was AIB Group. AIB‘s share price weakness in the 

quarter largely reflected the issues previously noted. 

 

GrandVision NV was the top performance contributor for the quarter. Based in the Netherlands, 

GrandVision operates optical stores across more than 40 countries. Its sizable store base makes it one of 

the largest customers of another portfolio holding, EssilorLuxottica. During the quarter, the two companies 

announced that EssilorLuxottica would buy GrandVision.  

 

Portfolio Activity5 

 

We made several new purchases in the third quarter, including Compagnie Financiere Richemont SA 

(“Richemont”), Naver Corp, and ASML Holding NV. Based in Switzerland, Richemont is a luxury goods 

company with leading jewelry and watch brands, including Cartier, Van Cleef & Arpels, Vacheron 

Constantin, Piaget, and Montblanc. Although Richemont has not been held by the Fund in recent quarters, 

we believe it is a high-quality business and we have owned it previously. Recent price declines allowed us 

to re-establish a position in the company with what we believe to be an attractive margin of safety. Naver, 

based in South Korea, operates the country’s leading internet portal and holds a majority stake in Line, 

Japan’s leading mobile messaging service. ASML, based in the Netherlands, is a leading manufacturer of 

lithography systems used in the production of semiconductors. 

 

We also sold our investments in several companies, including Danone, Magazine Luiza, and Hypera. 

Based in France, Danone is a leading global producer of dairy products, beverages and infant and medical 

nutrition products. Based in Brazil, Hypera is one of the country’s leading pharmaceutical companies.  

Magazine Luiza is also based in Brazil. Both companies were among the Brazilian purchases we made in 

2018 as market sentiment was depressed due to a severe, multi-year economic contraction, political 

instability and fears about currency devaluation. Following government elections, the market outlook for 

Brazil improved and both companies operated their businesses well. We sold Danone, Hypera and 

Magazine Luiza because each company’s share price had reached our estimate of its intrinsic value. 

 

Portfolio Profile 

 

We owned 41 disclosed positions as of September 30. This is within the range of the number of businesses 

we would expect to own at any given time.  

 

Most of the Fund’s positions are in large-cap companies (with a weighted average capitalization of 

approximately $117 billion). However, we do not consider a company’s size to be a relevant criterion from 

an investment perspective. Reflecting a median capitalization of approximately $28 billion, we are invested 

across a wide range of market capitalization sizes, including several businesses that are considered mega-

caps.6  

                                                      
4 Reflects the top contributor and top detractor to the Fund’s performance based on contribution to return for the quarter. Contribution 
is presented gross of investment management fees, transactions costs, and Fund operating expenses, which if included, would reduce 
the returns presented. Please see end of this Commentary for top five contributors and top five detractors for the quarter. 
5 The information provided does not reflect all positions purchased, sold or recommended by FPA during the quarter. It should not be 
assumed that recommendations made in the future will be profitable or will equal the performance of the securities listed. 
6 Large-cap refers to companies with a market capitalization value of more than $10 billion. Mega-cap refers to the biggest companies 
in the investment universe, as measured by market capitalization. While there is no exact definition of the term, mega-cap generally 
refers to companies with a market cap exceeding $100 billion. 
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At quarter end, most of the Fund’s assets were invested in companies domiciled in Europe (about 62%). 

The United States represented about 23% of the portfolio, with Asia-Pacific about 8% of the portfolio, and 

the balance in other regions and cash. Where a company is domiciled is largely irrelevant to us, however, 

since many of our holdings are large companies that conduct business on a global scale. That means they 

often generate significant amounts of their cash flow outside their home countries, rendering traditional 

country classifications less useful. 

 

We thank you, as always, for your confidence, and look forward to continuing to serve your interests as 

shareholders of the FPA Paramount Fund. 

 

Respectfully submitted,  

 

 

Gregory Herr Pierre O. Py 

Portfolio Manager Portfolio Manager 

  

 

September 30, 2019 

 

 

                                                      
Past performance is no guarantee, nor is it indicative, of future results. 
 

4



 

 

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 managers, 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.  
 

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 may 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. 
 

The Fund transitioned to its current investment strategy on September 1, 2013. Performance prior 
to that date reflects performance of the prior portfolio management team and investment strategy 
and is not indicative of performance for any subsequent periods.  
 
Top Five Contributors (Contribution %, Weight %) (For the quarter-end 9/30/2019): GrandVision (0.8%, 
3.4%); Babcock International (0.6%, 2.7%); Dollar General (0.4%, 2.5%); Magazine Luisa (0.4%, 0.5%); 
Activision Blizzard (0.4%, 2.9%). 
 

Bottom Five Detractors (Contribution %, Weight %) (For the quarter-end 9/30/2019): AIB Group (-0.8%, 

2.3%); Baidu (-0.4%, 1.0%); ISS (-0.4%, 2.0%); PageGroup (-0.4%, 2.6%); Cargotec (-0.3%, 2.0%). 
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Top five detractors and contributors to Fund performance noted are based on contribution to return for the 
periods noted. Contributor/detractor to performance percentages noted above 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. 

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. An 
investor cannot invest directly in an index. 

The MSCI ACWI (Net) Index captures large and mid-cap representation across 23 Developed Markets 
(DM) and 26 Emerging Markets (EM) countries. With 2,844 constituents, the index covers approximately 
85% of the global investable equity opportunity set. 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. 

Key Terms 

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. 

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. 

The FPA Funds are distributed by UMB Distribution Services, LLC, 235 W. Galena Street, Milwaukee, WI, 
53212.  
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FPA Paramount Fund Inc
Portfolio Holdings

9/30/2019

TICKER PRINCIAL/
SHARES

SECURITY COUPON RATE (%) MATURITY DATE MKT PRICE ($) MKT VALUE ($) % OF NET ASSET VALUE

ATVI 93,890 ACTIVISION BLIZZARD INC 52.92 4,968,659 3.0%
AIBG ID 1,202,464 AIB GROUP PLC* 2.97 3,567,071 2.2%
AI FP 4,870 AIR LIQUIDE SA* 142.32 693,099 0.4%
GOOG 4,400 ALPHABET INC-CL C 1,219.00 5,363,600 3.3%
ALQ AU 679,619 ALS LTD* 5.41 3,678,635 2.2%
ABEV3 BZ 883,976 AMBEV SA* 4.63 4,095,486 2.5%
ASML NA 17,923 ASML HOLDING NV* 248.01 4,445,145 2.7%
BAB LN 682,294 BABCOCK INTL GROUP PLC* 6.86 4,679,395 2.9%
BKNG 2,200 BOOKING HOLDINGS INC 1,962.61 4,317,742 2.6%
CAP FP 40,880 CAPGEMINI SE* 117.75 4,813,668 2.9%
CGCBV FH 110,997 CARGOTEC OYJ-B SHARE* 32.17 3,570,862 2.2%
CFR SW 53,740 CIE FINANCIERE RICHEMONT-REG* 73.29 3,938,371 2.4%
CSCO 37,000 CISCO SYSTEMS INC 49.41 1,828,170 1.1%
SGO FP 113,750 COMPAGNIE DE SAINT GOBAIN* 39.19 4,458,169 2.7%
DG 28,000 DOLLAR GENERAL CORP 158.94 4,450,320 2.7%
EL FP 32,716 ESSILORLUXOTTICA* 144.18 4,716,968 2.9%
GVNV NA 194,238 GRANDVISION NV* 29.95 5,816,685 3.5%
HEIO NA 41,264 HEINEKEN HOLDING NV* 99.49 4,105,343 2.5%
HEN GY 39,200 HENKEL AG & CO KGAA* 91.55 3,588,597 2.2%
ITX SM 162,410 INDUSTRIA DE DISENO TEXTIL* 30.95 5,026,194 3.1%
ISS DC 138,834 ISS A/S* 24.72 3,432,438 2.1%
LH 22,000 LABORATORY CRP OF AMER HLDGS 168.00 3,696,000 2.3%
OR FP 6,732 L'OREAL* 279.67 1,882,731 1.1%
MRO LN 1,527,877 MELROSE INDUSTRIES PLC* 2.48 3,785,288 2.3%
MSFT 44,000 MICROSOFT CORP 139.03 6,117,320 3.7%
035420 KS 34,803 NAVER CORP* 131.17 4,564,942 2.8%
NESN SW 13,900 NESTLE SA-REG* 108.45 1,507,517 0.9%
ORCL 66,000 ORACLE CORP 55.03 3,631,980 2.2%
ORLY 8,000 O'REILLY AUTOMOTIVE INC 398.51 3,188,080 1.9%

OTHER COMMON STOCK 7,004,486 4.3%
PAGE LN 830,421 PAGEGROUP PLC* 5.39 4,476,549 2.7%
RAND NA 40,216 RANDSTAD NV* 49.10 1,974,446 1.2%
RNR 7,490 RENAISSANCERE HOLDINGS LTD* 193.45 1,448,941 0.9%
RYA ID 735,955 RYANAIR HOLDINGS PLC* 11.50 8,466,740 5.2%
005930 KS 20,216 SAMSUNG ELECTRONICS CO LTD* 40.94 827,724 0.5%
SW FP 34,000 SODEXO SA* 112.26 3,817,006 2.3%
SAX GY 47,136 STROEER SE & CO KGAA* 76.14 3,588,912 2.2%
SUN SW 36,371 SULZER AG-REG* 98.43 3,579,961 2.2%
700 HK 110,062 TENCENT HOLDINGS LTD* 41.83 4,603,661 2.8%
UBI FP 63,527 UBISOFT ENTERTAINMENT* 72.09 4,579,700 2.8%

158,296,598 96.5%

TOTAL INVESTMENT SECURITIES 158,296,598 96.5%

8,293,000 STATE STREET BANK/FICC REPO 10/01/2019 8,293,000 5.1%
8,293,000 5.1%TOTAL REPURCHASE AGREEMENTS

COMMON STOCK

TOTAL COMMON STOCK

REPURCHASE AGREEMENTS
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FPA Paramount Fund Inc
Portfolio Holdings

9/30/2019

TICKER PRINCIAL/
SHARES

SECURITY COUPON RATE (%) MATURITY DATE MKT PRICE ($) MKT VALUE ($) % OF NET ASSET VALUE

CASH & EQUIVALENTS (2,594,639) -1.6%
5,698,361 3.5%

TOTAL NET ASSETS 163,994,959 100.0%

NUMBER OF LONG EQUITY POSITIONS 39

* Indicates foreign 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. 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 which are subject to interest rate, currency exchange rate, economic and political risks; this may be enhanced when investing in emerging markets.
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. Securities of smaller, less well-known companies involve greater risks and they can fluctuate in price more than larger company securities. 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. The Fund transitioned to its current investment strategy on September 1, 2013. 

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.

TOTAL CASH & EQUIVALENTS
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