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Ryan: Good afternoon, and thank you for joining us today. We would like to 

welcome you to the FPA Paramount’s second quarter 2015 webcast. My 

name is Ryan Leggio, and I’m a Senior Vice President here at FPA. 

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

made available on our website, fpafunds.com. In just a moment you will 

hear from Greg Herr and Pierre Py, the Portfolio Managers of the 

Strategy. 

  Initially we would like to highlight the key Fund attributes for those 

of you who may be listening in for the first time. I will quickly mention a few 

of these attributes. First, the Strategy is run with an absolute value 

philosophy. The team seeks genuine bargains in the equity markets rather 

than relatively attractive ones. Second, the Fund has a broad benchmark-

agnostic mandate. By broad, we mean that the team can invest in equities 

in both developed and emerging markets, and across sectors. The team 

can invest in companies with a market cap as small as $2 billion and as 

large as $300 billion-plus. 

  By benchmark-agnostic, we mean that the team’s starting position 

is cash, rather than the MSCI All Country World Index’s geography or 

sector or market cap weightings. That being said, as the team invests 

around the world, the Fund will usually maintain a minimum of 20% 
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exposure to U.S.-domiciled companies and a minimum of 20% exposure 

to ex-U.S.-domiciled companies. This is still affords the Strategy 

significant investment flexibility. For example, U.S.-domiciled companies 

are roughly a 50 percentage point weight in the MSCI ACWI Index. 

  Finally, the Fund is relatively concentrated, as the team focuses on 

only high-quality companies that trade at a significant discount to the 

team’s estimate of intrinsic value. It is important to note that the Fund can 

be more concentrated than most other world equity strategies given its 

non-diversified status, which allows the team to concentrate the Fund’s 

assets in their most compelling opportunities. 

  And at this time I would like to hand it over to Greg. 

Greg: (2:00) Okay, thanks, Ryan, for the introduction, and thanks everyone on 

the call for taking the time to be with us today. We’re going to start with 

investment performance. During the second quarter, the Fund rose 1.1% 

in dollar terms compared to the MSCI All Country World Index’s gain of 

0.35%. For the first half of 2015, the Fund gained 4.48% in dollar terms 

versus a gain of 2.66% for the Index. 

  Now one of the things to note about year-to-date performance is 

the contribution of several of our more recent purchases. In the second 

half of last year, we bought seven new positions, which at the time 



Q2 2015 FPA Paramount Fund Conference Call 

 

 

 

 
 

-3- 
 

 

represented a little more than a quarter of the Fund’s assets. These were 

positions that were selling at significant discounts to our estimate of 

intrinsic value, and we were pleased to be able to make these purchases 

in an environment where markets were creating near all-time highs. As 

we’ll discuss a little later in the call, several of these new positions have 

generated strong performance for the Fund thus far in 2015. For example, 

TNT was up 34% this quarter, and ALS was up 22%. 

  Now it’s also worth mentioning currency and the impact that has on 

absolute performance. Year-to-date the euro has declined 8% versus the 

U.S. dollar, and the majority of the portfolio companies continue to be 

domiciles in Europe. So this decline had had a negative drag on Fund 

performance in the first half of the year. 

  Now Ryan mentioned a few minutes ago that we have very broad 

latitude to invest across geographies. And at the end of the quarter, a little 

more than 70% of the investments were companies domiciled outside the 

U.S. Rather than this being a top-down decision, these weightings 

represent where we found companies that meet our criteria, having both 

quality of business, quality of balance sheet, quality of management, and 

selling at significant discounts necessary for us to invest. 
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  (4:03) Even though we don’t consider this in our decision-making, 

these weightings result form a very different geographic makeup than the 

Index, which for example contains about 50% U.S. companies. To give a 

sense of the relative performance impact, in 2014 the U.S. stock market 

represented by the Russell 3000 increased about 13% compared to 

declines in the Stocks Europe Index of 7% and the MSCI Japan Index of 

about 6% in dollar terms. Year-to-date the opposite has occurred, with the 

U.S. up about 1–2%, Europe gaining about 5%, and Japan up around 

14% again in dollar terms. Clearly these short-term relative performance 

has been and will likely be impacted by geographic weightings. 

  The last thing we want to say on the performance subject is a 

reminder: how we go about trying to achieve long-term performance for 

the Strategy, and secondarily how we think about volatility. These 

comments were informed by the experience of 2014 and our belief that 

short-term results are not a very meaningful way to evaluate performance. 

We believe it’s important for shareholders and future investors to 

understand our objective and the return profile implied. 

  Our portfolio management goal is to continuously maximize the 

Fund’s discount to intrinsic value and therefore maximize long-term 

potential returns. Doing so with a concentrated portfolio means 
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performance will be lumpy—definite periods of underperformance. As 

fellow shareholders in the funds we manage, we’re willing to tolerate this 

type of short-term volatility because we believe it often provides us with 

the opportunity to increase discounts, which create the best chances for 

long-term outperformance. 

  Now let me turn it over to Pierre, who’s going to discuss portfolio 

metrics. 

Pierre: Thank you very much, Greg. So looking at the usual selection of key 

portfolio metrics, we find that the general profile of the Fund hasn’t 

changed very much since the last reporting (6:07) at the end of 2014 and 

still generally is positive, although we have cautioned repeatedly on these 

webcasts that we thing these metrics needs to be taken with bit of a grain 

of salt. 

  So first in terms of valuation, even though we don’t think price-to-

earning ratios are a very meaningful metrics, on an adjusted basis, we 

note that the portfolio traded at a forward price-to-earning ratio of 15.3 

time at the end of the quarter, which compares to 16.4 time for the Index. 

And this is effectively unchanged from 15.4 time for both the Fund and the 

Index as at the end of 2014. 
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  Now while as value investors we are somewhat frustrated with 

these multiples in absolute terms, we note, as we did in the past, that the 

Index includes some businesses that would typically trade at lower 

multiples and to which we continue to have little exposure in the Fund, 

such as financials. On an equal footing, we believe the Fund’s holdings 

are actually trading at a lower weighted average multiple than the one 

indicated here and more meaningfully cheaper than the market, and thus 

that the current portfolio is quite attractively valued still. 

  Secondly, in terms of quality, we think that the Fund’s businesses 

generally have greater staying power, stronger earning generation power 

per dollar invested, and superior management teams relative to the 

market. At the end of the quarter the portfolio holdings generated a 

weighted average return on equity of 16.6% versus 16% for the Index, 

(8:10) and that’s not dramatically different from the 17.7% and 16.6% 

respectively, which we reported at the end of last year. 

  Thirdly, the Fund’s businesses are able to generate these types of 

returns without much financial leverage and thus without taking on the 

associated risk that would come along with that. To that point, the 

portfolio’s weighted average debt-to-equity ratio stood at right around 0.6 
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time at the end of the quarter versus 0.4 time at the end of the prior period 

and 1.0 time, effectively unchanged, for the Index. 

  As mentioned earlier and repeatedly on these calls, we’re not 

strong supporters of these selected portfolio metrics, but they do 

nonetheless continue to illustrate to a degree the Fund’s focus on high-

quality, well run, financially robust companies that we buy and own with a 

high margin of safety. 

  Moving on to key performers, our worst performer—let’s start with 

that… worst performing holding in the period was Prada, which was down 

19%. Based in Italy with a stock listed primarily in Hong Kong, Prada is 

one of the leading global luxury brands. They specialize in leather good, 

notably handbags, but they’re also present in footwear and clothing. The 

firm sells the majority of its products through a network of directly owned 

and operated retail stores. (10:02) And as of April of this year, the number 

of stores they operate was over 600, with just under 200 in Asia-Pacific, 

70 in Japan, 100 in North America, and more than 200 in Europe, 

including 52 in Italy. With gross margins in excess of 70%, the business 

earns a high operating margin, as well as an attractive return on invested 

capital. 
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  After many years of strong demand from Asian markets and a 

sustained new store opening program, Prada doubled revenues over the 

last five years. During that time they reduced the lower-margin sales to 

wholesale channels and, in so doing, they improved their control over their 

brand’s presentation and selection. Now the company is in a period where 

it is managing through a rather sharp, albeit cyclical, decline in demand in 

the Chinese, Hong Kong, and Macau regions. 

  Company is taking advantage of the period though to build out its 

superior logistics and procurement infrastructure and to boost productivity 

in their existing stores. As fewer new stores are opened, capital spending 

will come down, boosting free cash flow conversion. The company has 

had a net cash position and is in a solid position to weather the storm and 

come out stronger. Gross margins have held up despite some headwinds 

in product mix. Senior management will hold a majority of the shares, are 

long-term-oriented, and have an excellent track record in both building 

brand equity and growing the company profitably. With an investment 

horizon that looks beyond that current short-term downturn, we are taking 

advantage of the stock price weakness to maintain a large position in the 

company. 
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  (12:03) Now for our best performing holding in the quarter, it was 

TNT, which was up 34%—that’s in U.S. currency—the position being 

added towards the latter part of last year. Company is based in the 

Netherland. It is a spinoff from the Dutch national postal service provider 

called PostNL. The company’s primary focus on the transportation of 

goods across Europe within a pre-agreed day and/or time. It arguably 

operates one of the best European road networks, and it counts among 

the few players with an air network in the region, which recently caused an 

attempted takeover by UPS to be blocked by the European Commission 

back in 2012. 

  Now given its structure and market exposure, TNT has suffered 

from pool governance and thus offered significant opportunities for 

improvement. It had also experienced challenging market conditions given 

the weak European economic backdrop. As a result the stock had been 

trading at statistically attractive valuations for some time, but we became 

interested only when PostNL actually reduced its participation to less than 

15% and when the whole management team changed. We believe the 

company’s issues were cyclical rather than structural and expected the 

new management to deliver material operating efficiency gains over time, 
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while the strong balance sheet of the company would allow it to withstand 

difficult conditions in the short term. 

  The unwinding of the discount to intrinsic value ultimately happened 

much faster than we anticipated, (14:05) as FedEx agreed to an all-cash 

offer for the company back in April, and that transaction is anticipated to 

close in early 2016. 

  With that, I will pass it back over to Greg for portfolio activity and 

profile as of the end of the quarter. Greg? 

Greg: Okay, thanks, Pierre. I’m going to start with the one position that we sold 

out of in the quarter, and that would be Cognizant Technology Solutions, 

which is based in the U.S. It’s a world-leading provider of I.T. services with 

a unique delivery model. The company has limited tangible asset needs 

and very high levels of profitability, and that’s allowed the business to 

produce returns on capital employed in excess of 50% on average over 

the last ten years, which is quite a level of return. Historically Cognizant’s 

balance sheet had no debt, and we have a very favorable impression of 

the management team. However after increases in the share price, we no 

longer felt that Cognizant’s valuation offered an appropriate margin of 

safety, so it exited the portfolio. 
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  Now this quarter there were also additions to the portfolio. The first 

I want to mention is Samsung Electronics, which is based in South Korea 

and is a manufacturer of semiconductors, display panels, consumer 

electronics including mobile phones. The memory part of the 

semiconductor industry has consolidated meaningfully over the last five 

years, which has left Samsung with only two competitors in DRAM 

memory, and there are just four competitors in NAND memory. We think 

this structure, coupled with Samsung’s technology leadership, provides a 

very strong market position. 

  Now in the mobile phone business, which is what we’re probably 

most familiar with Samsung for, (16:05) competition from Apple at the high 

end and Chinese firms at the low end of the market have squeezed 

Samsung’s market share and profitability. While we think the company’s 

unlikely to fully recapture its prior smartphone market share, we do expect 

that Samsung will remain a leader in the smartphone industry. 

  The company’s balance sheet has a sizable net cash position. With 

the business trading at five times operating profits—and that’s with this 

large cash position and a 10% free cash flow yield—we think the share 

price represents an attractive discount to the business’s estimated intrinsic 

value. 
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  Now the second company I wanted to mention is Meggitt, which is 

based in the U.K. and operates an engineering group specializing in 

aerospace, defense, and electronics products. There’s been a strong new 

build cycle in the aerospace industry for a number of years and, as 

Meggitt participates in that business, this is currently restraining the 

company’s margins. But as planes enter into service, more profitable 

aftermarket service revenues begin for Meggitt, and they tend to last for a 

decade or longer. The company’s management focuses on improving 

operations and maintaining financial discipline. The balance sheet is 

strong, and the share price here also provided an attractive margin of 

safety for purchase. 

  Finally the last name to mention is Google, which as we know is 

based in the U.S. and operates a global advertising business, selling ads 

through both its internet search engine and other programs, as well as 

placing advertisements on other company’s websites. As the shift in 

consumer attention to online activities continues, (18:01) advertisers are 

increasing the amount spent online, and that’s to the benefit of companies 

with unique assets like Google. 

  In recent years, the company’s expenses have grown faster than 

revenues, as investments in R&D and physical hosting infrastructure have 
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grown. But based on recent management comments, the company 

intends to slow the rate of future expense growth. Now having gone 

through and investment phase, returns on capital employed still exceeded 

30% on average over the last five years for this business. The company’s 

financial strength is very robust from balance sheet cash and expected 

cash flow generation. We believe the shares represented a reasonable 

discount to its estimated intrinsic value when we made our purchase. 

  All right, so with that, we’re going to turn to just the general 

overview of the portfolio, and I’ll keep this fairly brief because the profile 

has changed very little from our last call at year-end. 

  In terms of the number of names, we had 32 disclosed positions in 

the portfolio. And consistent with the investment discipline, the portfolio 

continued to be relatively concentrated. We had about 43% of assets 

invested in the Fund’s top ten positions at the end of the quarter. In terms 

of market cap, the portfolio’s weighted average was 59 billion. By 

mandate—Ryan mentioned this a few minutes ago—the holdings range 

from a market cap of $2 billion and up, which means by definition the 

portfolio is going to be primarily geared towards large cap companies. 

  In terms of geographic exposure, 28% of the Fund’s equity was 

invested… of the invested equity, sorry, was in U.S. companies; 72% was 
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in companies domiciled outside the U.S. The majority of those 

international holdings are domiciled in Europe. However exposure to 

companies located in the Pacific Basin is mostly made up of businesses 

headquartered in Australia. (20:28) As always, we believe where 

companies are domiciled matters very little because most of the portfolio 

holdings are sizable enough that they operate globally, meaning they often 

generate a significant portion of their cash flows outside their home 

countries. What matters more to us is where the free cash flow is 

generated because that’s where business value gets created, along with 

any risks associated with the further creation of value. 

  Turning to Japan and emerging markets, the Fund continues to 

have no exposure to companies based in Japan. We continue to think that 

management teams typically lack financial discipline in that market, and 

valuations generally remain unattractive. Exposure to companies in 

emerging markets also remains fairly limited. We do have several holdings 

in Asia and Latin America. Recently the team has been reviewing several 

Brazilian firms because of the share prices that have decline significantly 

in recent months. But so far none of the companies have passed both the 

business quality test and have met the valuation discount threshold we 

needed. 
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  In terms of sector exposure, the Fund still has no position in any 

banks. These businesses typically are often difficult to research, and they 

tend to generate mediocre returns despite having very high levels of 

financial leverage. Also we note that the business models for most banks 

are under stress because of increased regulatory pressure. So the 

combination of these factors typically makes them a poor fit for the 

Strategy. 

  I would note that the exposure to industrials has increased. The 

Fund now has a more meaningful investment in sectors like mining and, to 

a lesser degree, oil and gas, which obviously have experienced some 

dramatic price declines. 

  (22:04) Beyond that, the Fund is relatively diversified, while 

naturally we try to gravitate towards businesses that generate significant 

cash flow and have limited capital needs. These typically include service 

businesses and often robust industrial companies. 

  The Fund continues to have exposure to the technology sector. We 

would point out that in general we aren’t philosophically favoring 

technology companies because they’re often difficult to value. However 

we think that the Strategy’s investments in this sector are with companies 

which have some degree of sustainability to the business models and 
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reflect the underlying strengths of their fundamentals. We’re not making 

any kind of top-down calls on technology developments or market cycles. 

  And with that, let’s turn to the case study for the quarter, which is 

McDonald’s. Based in the U.S., McDonald’s is the world’s largest 

restaurant company, generating almost 88 billion in system-wide sales last 

year, which represents nearly 4% of the $2.3-trillion global restaurant 

industry. Spanning 119 countries, there are about 36,000 McDonald’s 

restaurants, of which the company has more than 80% operated by its 

franchisees. 

  So under the franchise model, McDonald’s receives two revenue 

streams from the franchisees. First they’re paid a royalty of 4% of 

franchisee restaurant sales, and second, because McDonald’s owns the 

land for 45% of and the buildings for 70% of these restaurants, most 

franchisees pay rent that is typically an additional high single-digit 

percentage of their sales. No you can imagine the returns from this type of 

model are very attractive, as initial land and building investments typically 

produce high teens return on investment. (24:07) But that grows with 

tremendous leverage as payments increase with sales, but subsequently 

capital additions are the responsibility of the franchisees. This asset-light 
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model provides an annuity-like stream of rent and royalties, which prove 

resilient even in difficult economic periods. 

  Now despite the virtuous model, challenges periodically surface 

that slow down the amount of value created by McDonald’s business. 

Over the last three years, revenue growth has been anemic, as the 

company’s same store sales were either flat or declining in the low single 

digits, depending on the period. There have been several factors that have 

driven these results. First, economic weakness in Europe and food quality 

and safety concerns in Asia weighed on customer traffic. Second, the 

company moved away from its value menu offerings, which had driven 

sales but were squeezing margins. Third, they added more new items to 

the menu, which created complexity in the restaurant kitchens and 

reduced service levels. Finally, competition hasn’t been standing still. New 

competitors that offer customers choice on customizing their hamburgers 

has siphoned off some of the demand. 

  So the resulting lackluster growth has been reflected in McDonald’s 

stock price performance. From the beginning of 2012 until June 30th of 

2015, McDonald’s shares returned 6%. That’s including dividends—versus 

a 77% gain for the S&P 500. The lack of execution and the stock 

underperformance has led to some changes at the company. The prior 
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CEO who started in 2012 was replaced earlier this year by Steve 

Easterbrook, who’s a 21-year veteran of the company. (26:05) Now we 

attended a meeting with him in June where he outlined a turnaround 

strategy for the business. He plans to focus on two areas of improvement. 

  The first is improving core company fundamental operations. 

Several steps are underway to improve service levels for example. 

They’re reducing menu complexity, which should lower cooking times; 

they’re introducing technology like kiosks and smartphone applications, 

which should speed up the ordering process; and they’re adding second 

drive-through lanes in many locations, which should allow more cars to get 

served at peak times. And to deal with competition, even as McDonald’s 

reduces the number of menu items, they’re going to start giving customers 

more choice to customize their orders. Also improving ingredient quality 

such as a shift to antibiotic-free chicken is underway. Finally they plan to 

roll out greater beverage and breakfast offerings across Europe and the 

Asia-Pacific region. So those are things they’re doing to improve the 

operations of the business.  

  The second area of opportunity involves improving financial results. 

One step involves increasing the utilization of the franchise model. So 

currently the company operates 19% of the total restaurants, and that 
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level’s going to drop to less than 10% by the end of 2018. Increasing the 

high-margin franchise units should mechanically boost overall company 

margins. At the same time, they plan to streamline the organization 

structure, targeting SG&A savings of 300 million by the end of 2017. 

That’s around 10% of last year’s SG&A. Now they haven’t committed to 

how much of the savings will fall through versus getting reinvested back in 

the business, but this does provide the flexibility to both implement the 

plan and generate improving financial results. 

  So while management’s executing these plans, (28:02) we continue 

to own a business that we believe has a combination of structural and 

intangible competitive advantages. At number none on Interbrand’s 2014 

Global Survey, McDonald’s continues to have one of the most valuable 

brands in the world. Scale across their global system is still vastly greater 

than competitors. McDonald’s annual average unit sales are 2.5 million 

per average location compared to around 1 million per unit at their typical 

U.S. competitors. So this allows McDonald’s to leverage their labor, 

occupancy, purchasing costs to produce operating margins in the high 

20% range. Competitors typically are only able to achieve operating 

margins in the low to mid teens. 
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  McDonald’s is a financially strong company with net debt just over 

one time EBITDA and significant free cash flow generation. The current 

price of the business is a 5% free cash flow yield and a 3.5% dividend 

yield, and we continue to maintain the investment in McDonald’s and will 

as long as we continue to have an appropriate margin of safety. 

  With that, let me turn it back over to Pierre. 

Pierre: Thanks, Greg. So just to conclude briefly, as we do each quarter on the 

International and Value call, we’d like to reiterate the key tenets of the 

team’s investment philosophy. We are long-term value investors with a 

strong bias towards quality, which means that we look for well run, 

financially strong, high-quality businesses with stocks we can purchase at 

a significant discount to their estimated values. 

  And with that, we have no further prepared remarks, so we would 

like to open it up for questions. And I think we have a few that were 

submitted ahead of time and some that are coming through now, so… 

Ryan: (30:02) Great. Thanks, Pierre and Greg. And for those of you on the call, 

please feel free to submit your questions and I think, as Pierre mentioned, 

we have a few that were pre-submitted. So, team if you want to handle 

those first… 
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Greg: So the first question that came in was: please provide an update on 

exposures regarding currency hedges and cash in the Fund. We would 

say a couple things. First of all on the cash, it’s relatively unchanged. It’s 

come down intra-period as function of the portfolio management discipline. 

We noted that we added several new companies in the quarter. We’ve 

also trimmed several and sold out of Cognizant based on reduced 

discounts as those shares appreciated. We continue to be researching 

many additional companies and have several that are interesting and 

potential for us to purchase in the future. 

  Second question that came in is: are most international valuation 

measures less than U.S. equity measures at the present, and are there 

any differences that favor U.S. equities? I would way we’re probably not 

the people to ask to compare valuations across indexes and across 

geographies. What we can tell you is that, as we look around the world on 

a bottom-up basis, we found more high-quality companies selling at 

significant valuation discounts outside the U.S., and that’s what’s reflected 

in the weightings in the portfolio. 

  As far as what’s going on in the markets, we would note that in the 

U.S. there are probably some technology and pharmaceutical and biotech 

companies that you might not find in some of the other markets, (32:05) 
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and they could be pushing up index valuations overall. But again that’s 

something that’s far beyond the way we look at things, and so we would 

point you to where we see the most attractive opportunities, which tend to 

be the largest positions in the portfolio based on being weighted by the 

size of the discounts to which we think they’re trading versus their 

estimated intrinsic values. 

Ryan: Greg, we got one live question thus far, which is: can you speak about 

your decision to sell Cognizant? Do you think some value investors still 

hold the company due to its quality? 

Greg: It’s a good question, and that gets to the tension between business quality 

and valuation that we deal with all the time. Cognizant has a extremely 

high-quality model, as I mentioned earlier, and we’re very happy to own 

the business. But from the time we purchased it in the third quarter of last 

year when there had been some concerns about a slowdown in their 

business to the point where they reported results later at the end of the 

year, the slowdown had not materialized. The shares appreciated about 

35% from the point where we purchased it until the point we sold it, and 

that had closed significant amount of the discount that we had seen at the 

time of purchase. 
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  So it’s a question of do we want to continue to own a business at 

that point that we think is fully valued? And the discipline that we have tells 

us that that’s not what we want to do. We exited the position and continue 

to look for new opportunities in businesses like Cognizant where there are 

some valuation support available. 

Ryan: (34:04) Greg, we don’t have any other questions. At this point we’ll pause 

for just a moment longer in case there are any additional outstanding 

questions. 

  So we have a question about Joy Global, which is Fund holding. A 

questioner notes it’s trading at or near its 52-week lows, and are you 

thinking about adding to your position? Greg? 

Greg: Yeah, it’s a very good question. So as we mentioned earlier, the mining 

and oil and gas related industries have been under significant pressure as 

we’ve gone through the year. Joy, as a manufacturer of equipment to both 

the coal industry predominantly, as well as some other hard metal 

industries, is very much exposed to that trend. The reason we’ve owned 

the business historically though has not been the sale of new equipment 

to any of the underlying customers. It’s been Joy’s replacement business 

to equipment that had been previously sold that continues to be operated 

and requires service over time. 
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  So as we look at the business today, there’s still… almost the 

entirety of what’s being generated in terms of operating profit at this point 

is coming from the aftermarket service business, which even with the 

companies under significant pressure has maintained its margin profile 

and still is a very profitable business. So we continue to evaluate what’s 

happening with the customer base. We continue to think about what the 

appropriate weighting should be. But as the prices come down and we do 

more work on the business, we would be thinking about increasing the 

weighting in Joy. 

  (36:01) Now the next question is on ALS, not Fenner. Pierre, you 

want to talk about that? 

Pierre: Yeah, the next question: is why ALS, not Fenner given that Fenner had 

stronger weight and International Value Fund? And along those lines, you 

can look at the two portfolio and see that there’s not 100% overlap. And 

the only reason for that so long as the discounts are there… you can see 

on the slide where we talk about the key Fund attributes, which is that the 

Fund has a bit of a different mandate on the World Value side, as it will 

invest in companies that have a minimum $2-billion market cap at 

purchase whereas the International Value Fund is looking at anything in 

excess of $100-million free float, which is typically—and this is a rule of 
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thumb; this is not mechanical or mathematical… but which is more $300-

million market cap and plus. So Fenner falls into that category of smaller 

companies that we’re not looking to own in the World Value Fund. 

Greg: So the next question is whether Greg will have more time after leaving 

FPA Perennial, and the answer is absolutely. The focus at this point for 

me is 100% on FPA Paramount and the World Value Strategy. That was 

very much the intention as we made the portfolio transition with FPA 

Perennial. 

Pierre: There’s a question here about Sulzer ownership and whether we can 

discuss Sulzer and its relationship with major shareholder Viktor 

Vekselberg. (38:03) We’ve actually had a bit an history with him. Viktor is 

a Russian oligarch that has been looking for variety of reason historically 

to invest in companies that not only are based outside of Russia but 

generate significant amount of free cash flow outside of Russia. And one 

can easily speculate as to why that might be. And he’s had a predilection 

for Swiss-based companies that have a strong industrial bias and even 

more so exposure to oil and gas and other commodity-related businesses, 

which is what he knows best. He’s a very large holder in both these 

companies through a holding structure called Renova. And so his 
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relationship is that he’s the largest owner and a very strong influence on 

both companies. 

  Our history with them is that he’s actually been very respectful of 

the way these businesses are being managed—not trying to interfere 

much with them. He’s implemented some pretty spectacular turnaround 

and refocusing portfolios of activities and variety of operating 

improvements at these companies. So he’s proven to be kind of a long-

term… bit of a long-term value investor that, while significantly letting 

businesses being managed independently and professionally. So I think 

that’s what we can say about Viktor. 

Ryan: Okay, thanks, Pierre. Well, with that, and seeing no further questions, 

we’re going to end today’s webcast. (40:04) If for some reason we missed 

your question, we will promptly respond to you after the webcast. And if 

you have additional questions, please feel free to email us at 

crm@fpafunds.com. 

  Thank you for your participation in today’s second quarter webcast. 

We invite you, your colleagues, and shareholders to listen to the playback 

of this recording and view the presentation slides that will be made 

available on our website within a few days at fpafunds.com. We urge you 
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to visit the website for additional information on the Fund, such as 

complete portfolio holdings, historical returns, and after-tax returns. 

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

your feedback and submit any comments or suggestions, and we highly 

encourage you to complete this portion of the webcast, as we know your 

time is valuable, and we appreciate and review all your comments. 

  Please visit fpafunds.com for future webcast information, including 

replays. We will post the date and time of prospective calls towards the 

end of each quarter’s end, and expect the calls to be held three to four 

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

email for today’s webcast and would like to receive them in the future, 

please email us at crm@fpafunds.com. We hope that our quarterly 

commentaries, webcasts, and special commentaries will continue to keep 

you appropriately informed on the Strategy. 

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

expressed on this call are as of today, August 4th, 2015, and are subject 

to change based on market and other conditions. These views may differ 

from other portfolio managers and analysts of the firm as a whole, and are 

not intended to be a forecast of future events, a guarantee of future 

results, or investment advice. Any mention of individual securities or 
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sectors should not be construed as a recommendation to purchase or sell 

such securities, and any information provided is not a sufficient basis upon 

which to make an investment decision. The information provided does not 

constitute and should not be construed as an offer or solicitation with 

respect to any such securities, products, or services discussed. 

  Past performance is not a guarantee of future results. It should not 

be assumed that recommendations made in the future will be profitable or 

will equal the performance of the security examples discussed. (42:03) 

Any statistics have been obtained from sources believed to be reliable, but 

their accuracy and completeness cannot be guaranteed. 

  You may request a prospectus directly from the Fund’s distributor, 

UMB Distribution Services LLC, or from our website, fpafunds.com. 

Please read the prospectus and policy statement carefully before 

investing. FPA Paramount is offered by UMB Distribution Services LLC. 

  And this concludes today’s call. Thank you, and enjoy the rest of 

your day. 

[END FILE] 


