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

welcome you to the FPA Paramount’s Fourth Quarter 2016 webcast.  My 

name is Jonathan Rahbar and I’m a Vice President and Product Specialist 

here at FPA. 

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

available on our website, FPAFunds.com.   

  In just a moment you’ll hear Greg Herr and Pierre Py, the Portfolio 

Managers of the Fund. 

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

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

these attributes.  First, the Fund 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 across sectors.  The 

team can invest in companies with a market cap of 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. 
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  That being said, as the team invests around the world the Fund will 

usually maintain a minimum of 20% exposure to U.S. domiciled 

companies and a minimum of 20% exposure to ex-U.S. domiciled 

companies.  This still affords the strategy’s significant investment 

flexibility.  For example, U.S. domiciled companies are roughly a 50% 

weight in the MSCI ACWI Index.  Finally, the Fund is relatively 

concentrated as the team has a strong bias to 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 assets in their most compelling 

opportunities. 

  With that I’ll turn it over to Greg and Pierre. 

Gregory: Okay.  Thanks, Jonathan, for the introduction.  And thanks everyone on 

the call for being with us today.  We will start, as we usually do, with 

performance.  During the fourth quarter the Fund gained 1.9% compared 

to an increase of 1.2% for the MSCI All Country World Index.  For the full 

Year 2006 the Fund returned 11.3% versus 7.9% for the Index.  The 

Fund’s 2016 performance benefitted from a rebound in market sentiment 

toward many of the high-quality industrial and consumer discretionary 
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businesses we bought back in 2014 and 2015.  At the time when we 

made those purchases the companies were under pressure due to the 

slowing Chinese economy and its impact that had on emerging markets 

growth and commodity demand. 

  Now, after weathering the storm six of the seven companies in our 

portfolio with the largest gains for 2016 were related to energy, mining or 

emerging markets growth.  The last few years of history highlight several 

important issues for evaluating the portfolio’s performance.  First, the 

experience with the companies I just mentioned from 2014 through last 

year, highlights something that we’ve always said, which is the length of 

time needed for discounts to close is typically measured in years.  This 

means the size of purchases that we make in a period can have an impact 

on the timing of the portfolio’s overall returns.  The second point would be 

related to the first.  As value investors we know that even though we buy 

businesses at a discount their stock prices can continue to decline, hurting 

the Fund’s short-term performance. 

  This occurred with our 2014 results and we had some impact in 

2016 with companies where the market had continuing Brexit concerns.  

And we’re comfortable making purchases knowing that this can happen 

because we’re diligent with our research process which allows us to have 
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confidence valuing businesses on their normalized earnings even when 

the market doesn’t do the same.  Finally, we know that market sentiment 

towards an industry, or even a specific company, often shifts significantly 

from one year to the next.  That’s why as we look back on 2016, even 

though we’re pleased with the results, we continue to think that a 12-

month period is not the best way to judge performance.  And we 

continued to suggest evaluating the Fund’s performance over longer 

periods, ideally over a full market cycle. 

  All right, turning to a slightly different aspect of performance, next 

I’d like to spend a minute on a topic that we usually don’t address but 

given some of the limited opportunities that we see at this point we believe 

it’s worth discussing.  And it starts with the market seeming to believe in 

the U.S.  And results will be very beneficial to companies and the 

economy overall.  We see this broadly represented in the MSCI U.S. 

Index gained about 8% from the election through yesterday’s market 

close.  And we believe that following the vote investors were free to 

imagine whatever scenarios they wanted but seemingly ones in which 

every promise that was made during the campaign, every Republican 

congressional policy proposal over the last decade would all be enacted.  

And our friends on the sell side encouraged this kind of thinking by 
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estimating how these policy changes that everyone was hoping for would 

affect every company they covered. 

 So as a result many U.S. companies and some international companies 

that had already appeared fully valued to us.  They’ve had strong price 

gains after the election and as we’ve continued into the new year.  So we 

have no idea looking ahead which bills might become laws over the next 

few years but we suspect that some congressional inertia will delay at 

least a few of the items on the market’s wish-list and that some will 

actually be blocked entirely.  Since the prospect of these sweeping policy 

change seems to be driving market valuations higher, we believe there’s a 

risk that the post-election gains could dissipate if the expected outcomes 

fail to materialize. 

  More fundamentally, at the macro level we also remain wary about 

the amount of global debt outstanding which, according to a recent 

Institute of International Finance report, public and private debt globally 

has reached 217 trillion or 325% of global GDP, which is a ratio that 

historically has been significantly higher than what we’ve seen.  We’re 

also concerned that the impact of the shift that’s occurring in central bank 

policy, particularly in light of the financial leverage created by the debt, 

and the seemingly increased potential for political risk in the developed 
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world, which, frankly it’s been decades since we’ve had some of these 

issues in the developed world.  So the combination of short-term buoyant 

sentiment on top of seven years of market gains, together with some of 

these structural challenges, makes us feel especially cautious at this 

moment. 

  Having mentioned those concerns, it’s important to remind 

everyone that, while we’re aware of both positive and negative sentiment 

in the market, as bottom-up investors our process does not involve 

making any explicit market calls.  Instead we spend our time trying to 

understand and quantify fundamentals so that we can estimate intrinsic 

value of a business.  Ultimately that assessment is what we use to be 

especially diligent in the current environment to determine whether there’s 

a sufficient margin of safety in a company’s price for us to continue 

holding existing positions or for making any new investments. 

  So with that, let’s turn to key performers and let me turn it over to 

Pierre. 

Pierre: Thank you very much, Greg.  So we’ll start, as we typically do with worst 

performing holding this quarter.  So the right side of that slide.  Let’s keep 

the former slide you currently see on the screen.  The worst performing 

holding this quarter was a company called Howden Joinery and the stock 
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declined 14.8%, that’s in U.S. currency, during the last quarter of the year 

last year.  As a quick company overview, Howden is based in the U.K.  To 

begin with, the group is a manufacturer and supplier of fitted kitchens.  

So, meaning a combination of cabinets, fittings and appliances.  And 

Howden primarily sells these kitchens to contractors across the U.K. 

through its own network of showrooms and depots. 

  The Fund purchased Howden’s stock at the end of the second 

quarter of 2016 after the share price fell sharply in reaction, along with 

many others obviously, to the Brexit vote.  From its second quarter 2015 

highs, the stock was down by more than 40% and that’s in U.S. currency, 

by the beginning of July, which is right around the time when the Fund 

built the position in Howden.  Subsequently Howden stock recovered by 

roughly 30%, a matter of fact, before giving back a lot of the gains later in 

the year, which translated into the performance over the three-month 

period and Howden being the worst performing holding in the quarter. 

  And some of the reasons behind that, although we can’t establish 

perfect correlation in that regard, but during the fourth quarter of 2016 the 

company reported slower sales growth compared to what it had reported 

the first half of the year, which obviously was prior the Brexit vote.  As a 

result of that market participants expressed concerns that uncertainty 
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about the outcome of the Brexit negotiations would lead to some 

additional drag on growth in the coming years, so 2017, and that the 

weaker British pound would create higher imported material cost and, 

assuming that could not be passed on to contractors and ultimately end 

buyers, that would have a negative impact potentially on the profitability of 

the business. 

  Now, evidently we are aware of some of the potential short-term 

pressure in terms of business conditions, given that the business is very 

U.K.-centric and the potential challenges that the Brexit or the 

consequences of the Brexit vote might create, not just for Howden for that 

matter, but a broad range of businesses.  But we note that Howden 

performed well, very well as a matter of fact, during the 2007-2009 

downturn with the overall like-for-like sales of the business at the time only 

declining 1%.  And in the meantime margins almost doubled despite the 

top line weakness, if we can call it that, given what was happening at the 

time. 

  Longer term we also expect, which obviously is more relevant to us 

than potential resiliencies to short-term disruption, in terms of the impact 

that it has on the intrinsic value of the business, we expect the company 

to continue to benefit from strong underlying positive drivers as the 
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contractor channel continues to take more share away from the regional 

channel in the U.K. market, while Howden itself further expands its 

network of depots and leverage the strength of its business model to 

further consolidate its market position with the result, not only top line 

benefits, but profitability benefits as well. 

  We would expect that the company’s vertically integrated 

manufacturing model would be able to withstand any kind of cost inflation, 

or certainly better than its competitors and that it would allow Howden to 

pass on any cost increase to customers.  Margins should also remain 

strong with more depots moving to maturity.  And this is a business that 

has gone through a significant build up over the last couple of decades.  

And many of the depots are still moving up the maturity curve so we would 

expect margins to benefit as this happens.  And we would expect the 

group overall to continue to benefit also from operational leverage at a 

group level as the overall business continues to grow and develop itself. 

  Despite having a cyclical business, Howden has generated strong 

through-cycle profitability, as I mentioned earlier, and it’s produced very 

attractive returns on capital.  In addition to that, which is very typical to the 

type of businesses we invest in, the company has no debt on the balance 

sheet.  And despite all of these positive characteristics, Howden now 
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trades once again at what we consider to be attractive prices with a 

trading multiple now at least than 9x operating profits and a free cash flow 

yield in the high single digits.  So for all these reasons evidently at these 

prices we remain interested in being shareholders in the company. 

  With that, I’ll turn it back to Greg for our best performing holding 

this quarter. 

Gregory: Okay.  Thank you, Pierre.  The Fund’s best performing holding this 

quarter and the subject of our case study later in the call is U.S. based 

Robert Half International, which gained about 29.5% in the quarter.  The 

company is a leading provider of temporary and permanent staffing 

recruitment services.  Most of its business comes from U.S. temporary 

staffing with particular strength in the financial and technology sectors for 

small- and medium-sized businesses.  We bought the shares in the 

second quarter of 2016 when slowing global economic growth prompted 

recession concerns and pressured the staffing company’s share prices. 

  Following the election in the U.S. this is a perfect example of a 

company where sentiment improved dramatically as it appeared the 

market was extrapolating benefits from the new administration’s policy 

proposals.  So we believe Robert Half is a high quality company with 

industry leading profitability and strong cash generation.  The business 
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has almost no tangible assets and requires limited working capital.  This 

results in very high returns.  And we also have a management team that 

has ably run the business for a long time and a balance sheet that’s 

nearly debt free.  So we continue to remain interested in owning the 

company so long as the share price presents us with an appropriate 

margin of safety. 

  Now we’re going to turn to portfolio activity and during the quarter 

we purchased several new positions.  I’ll start with some of the companies 

we purchased in the U.S. and then I’ll let Pierre mention some of the 

international businesses we purchased.  So in the U.S. we bought CVS 

Health which is a pharmacy health care provider, as well as Patterson 

Companies which is a leading distributor of dental and veterinary supplies.  

Both of these are companies that we’ve owned previously for the Fund.  In 

the case of CVS there have been concerns about competition as well as 

uncertainty about changes in government programs under the new 

administration.  In Patterson’s case, the recently reported results 

contained a shortfall in the animal health segment which we think is 

temporary and not permanent impact to the business. 

  We also, in the quarter, purchased Dollar General which, based in 

the U.S., is one of the country’s largest discount retailers.  It fell about 
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30% in the fourth quarter over concerns about slowing revenue growth.  

Now, this is a company with a business model that we’ve admired for a 

long time and a strong management team.  And so, valuation had always 

kept us on the sidelines when we looked at this business.  We used the 

weakness as an opportunity in this case to invest. 

Jonathan: Pierre, on the international side? 

Pierre: Thanks Greg.  So, on the international side we purchased four 

companies, IMI which is based in the U.K. and is an engineering company 

that manufactures equipment used to control the precise movement of 

fluids.  We also bought Luxottica which is based in Italy and is a 

manufacturer and retailer of fashion eyeglass frames and sunglasses and 

actually just recently announced that it would be merging with Essilor in 

France which is the global leader in eyeglasses across the board. 

  We bought Ryanair which is based in Ireland and is a low fare 

airline that operates across Europe.  And, lastly, we purchased Sanofi 

which is based in France and is a pharmaceutical manufacturer with some 

specific strength in diabetes vaccines and animal health. 

  So on the sell side of things now, there’s one U.S. name so I’ll turn 

it over to Greg for that. 
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Gregory: Okay.  So in the U.S. we completed sold out of our position in eBay which 

operates the leading online marketplace for buying and selling unique 

items.  The company, for those of you that read our commentary last 

quarter, was our best performer in the third quarter.  And after updating 

our assumptions we no longer felt the shares offered us an appropriate 

margin of safety and so we exited the position. 

Pierre: And on the international side we also sold one holding and that was 

Samsung Electronics.  The company is based in South Korea and it’s a 

manufacturer of consumer and industrial electronic products.  And I think, 

as Greg mentioned, very similar in both instances whether that’s for eBay 

or Samsung, we felt that the stock prices had converged with our 

assessment of intrinsic values.  And, as Greg mentioned, after additional 

review to make sure that these assessments were accurately reflecting 

the long-term business ability to generate free cash flow, we came to the 

conclusion that these businesses no longer offered the type of margins of 

safety that we require to remain a holder of the stock. 

  With that being said, we consider these companies to be high 

quality businesses and we remain interested in becoming shareholders 

again potentially if we can buy the stocks at a significant discount to the 

intrinsic value of the business.  Outside of that in terms of portfolio activity, 
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I guess in general, we also increased or trimmed existing positions during 

the quarter as it is determined by our valuation process and our efforts to 

set individual weights in the portfolio that are reflective of the relative 

discount to intrinsic value of each holding. 

Gregory: Okay.  So we’re going to turn to the portfolio overview and at the end of 

the quarter the portfolio was about 90% invested with 47 disclosed 

positions.  Looking at the size of the portfolio companies there are a wide 

range of market capitalizations, from roughly $2 billion at the low end all 

the way up to some of the largest public companies.  The weighted 

average market cap is around $62 billion.  The weighted mean cap is 

around $9 billion. 

  Now, the Fund’s geographic exposure was about 35% of the equity 

assets invested in U.S. companies and the remaining 65% in companies 

domiciled outside the U.S.  Now, the majority of those international 

holdings continue to be located in Europe.  Exposure to companies 

located in what’s called the Pacific Basin category on the slide are mostly 

Australian companies.  And emerging markets positions continue to 

remain broadly limited with several holdings that we have in that category 

in Asia. 
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  I think it’s also worth just remembering that we have wide discretion 

in determining what these weightings are going to be.  That means that, 

even though we typically have a minimum 20% invested in the U.S. and 

20% outside the U.S. the remainder of the portfolio is determined by 

where we find opportunities with individual companies. 

  Now, in terms of sector exposure, it’s very much the same story.  

The weightings are a reflection of where we’ve found opportunities in the 

past.  And we would expect those weightings to fluctuate over time.  As an 

example, looking back three years ago, the portfolio at the end of 2013, 

our largest weighting was in information technology at almost 29% of the 

portfolio.  We’re roughly 1100 basis points higher than where that sector is 

today.  Industrials three years ago was second at 24% or about 1200 

basis points lower than today.  And, finally, three years ago consumer 

staples and consumer discretionary were both at around 14% of the 

portfolio or about 400 basis points above and 900 basis points below their 

respective current levels. 

  So there’s no way to know what the sector weightings are going to 

be three years from now but we can confidently say that they will be a 

fallout of whatever opportunities the market offers us over that period.  

Beyond that we continue to expect the Fund to be relatively diversified 



Q4 2016 FPA Paramount Fund, Inc. (FPRAX) Conference Call  

 

 

 

 
 

-16- 
 

 

and we tend to gravitate toward businesses that generate significant cash 

flow and have limited capital needs, strong balance sheets and are well 

run. 

  And that brings us to our final slide which is the case study this 

quarter which is Robert Half International.  This is the company we 

mentioned a few minutes ago.  It’s the leading provider of temporary and 

permanent staffing recruitment services.  As background, the company is 

headquartered in Menlo Park, California.  And the temporary staffing 

services are about 80% of the company’s revenue with permanent 

recruiting and consulting making up the balance.  In terms of the 

geographic presence, the U.S. accounts for about 80% of the company’s 

sales, with several European countries together representing the low 

teens percent of sales and Canada and a few Asian Pacific countries 

making up the balance. 

  Now, the global staffing industry is very fragmented.  Barriers to 

entry for this type of business are fairly limited as it’s really not a capital 

intensive business.  In fact, to start a firm you really only need to be a 

good recruiter and have an understanding of the local market and 

probably a few weeks of working capital.  So according to industry data 

the top 10 global staffing firms control a little more than a third of the 
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market.  Due to fragmentation the biggest firms have gained share over 

time. 

  If we look back 15 years ago they only accounted for about 20% of 

the market.  In Robert Half’s case as one of the 10 largest firms in the 

U.S., its market share is still estimated to be only in the low single digits.  

But when you turn to a specialized niche like finance and accounting 

temps the fragmented industry structure has allowed the company to grow 

its share there to around 25% of the market. 

  Now, staffing is a cyclical business with the growth and the 

profitability tied to economic trends.  So whenever that’s especially true 

with an industry we always ask ourselves, “What amount of assets does a 

company need to grow?  And how much of its cost base is fixed?”  Now, 

beyond negative operating leverage that could affect any business in a 

downturn, we want to avoid cyclical companies that constantly require 

new capital or have excess financial leverage. 

   The good news for the staffing business model is that the largest 

expenses for a firm are employee compensation and commissions paid to 

relationship managers and recruiters.  These costs are highly variable and 

increase and decrease based on demand for the business so fixed 

expenses like rent and basic office costs are much more modest in 
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comparison.  So, for Robert Half specifically, where we estimate that 

variable costs are about 75% of total expenses, this significantly reduces 

risks from negative operating leverage, allows the company to comfortably 

weather any economic downturns. 

  We’ll get to the company’s capital needs and balance sheet in a 

minute but first I want to turn to the profitability for the business.  So, over 

time and through various business cycles, Robert Half has produced 

industry leading margins.  Part of this stems from the types of staffing 

assignments it fills for its customers.  So these are typically more 

professional placements in sectors like IT, finance and accounting.  And, 

compared to other staffing firms which often work with customers across 

various industrial sectors, Robert Half’s customer base, which is made up 

of roughly 80% small- and medium-sized businesses, typically don’t have 

their own sophisticated human resources or procurement departments. 

   This means Robert Half deals directly with senior managers  of its 

clients and offers more customer support than many of the other large 

staffing firms.  This combination leads to higher billing rates versus 

competitors which in turn produces higher gross margins.  The company 

is also an efficient manager of operating expenses.  Management has 

been selective in which geographies it chooses to operate and has 



Q4 2016 FPA Paramount Fund, Inc. (FPRAX) Conference Call  

 

 

 

 
 

-19- 
 

 

avoided expansion just for the sake of getting bigger.  We believe that 

focused operating structure allows the company to be more efficient with 

less overhead more than global competitors. 

  Other than some technology investments which typically amount to 

about 1% of sales each year, the business doesn’t have much need for 

capital investment into tangible assets.  This, coupled with the profitability 

levels of the last decade, have led to about 30% returns on capital 

employed on average over the period.  Cash conversion has averaged 

more than 100% over those 10 years as well.  And the company has 

essentially no debt and about $300 million of cash on eh balance sheet. 

  Max Messmer, who’s the CEO, and the long-tenured senior 

management team, are the ones who have effectively built this business 

over the last 30 years.  And collectively they own about 4% of the shares.  

The management prefers to grow the business organically with only the 

occasional acquisition.  This means that almost all the cash generated 

gets returned to shareholders through dividends and repurchases. 

  We first bought Robert Half shares in the second quarter of 2016 

when the business was selling at 8.5x operating profit and at an 8% free 

cash flow yield.  We continue to remain interested in owning the company 
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so long as the share price presents us with the appropriate margin of 

safety. 

  So, with that we’d like to thank you all again for joining us and we’ll 

turn the call back to Jonathan. 

Jonathan: Thank you, Greg and Pierre.  We’re going to pause here and pull for 

questions. 

[PAUSE] 

Jonathan: Okay.  One of the questions that came in was:  Given the weakness in the 

currencies in emerging markets, does that peak your interest towards 

looking at financially sound companies that may be based in some of 

these smaller markets? 

Gregory: Yeah, I think there’s a couple comments here.  The first one is we 

mentioned in the performance section just the idea that there’s some 

potential risk in geopolitics in developed markets for the first time in recent 

memory.  And that typically translates into currency volatility, particularly in 

smaller economies in emerging markets.  It’s kind of referred to in the 

question. 

  So right now the portfolio exposure in emerging markets, as I 

mentioned, is fairly modest.  It’s a few percent.  But it’s important to know 

that we are regularly evaluating businesses in those markets.  There was 



Q4 2016 FPA Paramount Fund, Inc. (FPRAX) Conference Call  

 

 

 

 
 

-21- 
 

 

a research trip in the fourth quarter to emerging markets in Asia and I 

think there’s plans to be visiting Latin America in the first quarter.  And so, 

to the extent that these geopolitical issues drive volatility and create 

opportunities in these markets, we would certainly be interested in trying 

to take advantage. 

  What we have found historically and why the weightings are so 

small that typically some of the highest quality companies in a lot of these 

markets have not had valuations that were significantly discounted.  So, 

despite some of the issues over the last few years where you would’ve 

thought it would’ve given us some good opportunities, in most cases 

companies with the best management teams and the very high quality 

balance sheet and business models were just not typically on sale from a 

price point of view.  But we’ll absolutely be looking for opportunities in 

those kinds of markets going forward. 

Pierre: So I’ll just add a couple of points here.  The first one is that the way it 

works is we don’t wait for the opportunities to sort of happen in specific 

geography to start paying attention, whether they are driven by macro-

political developments or just business disruptions or cycles.  What we do 

is we continuously visit all the countries that we think we can be invested 

in so as to be ready for when these opportunities happen. 
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  If you ignore a market for several years and you wait for some 

correction to take place in that market to start paying attention, by the time 

you’re done selecting the business models that you want to be investing 

in, the management teams that you can trust, balance sheets that are 

solid enough for us to be invested, the opportunity might be gone.  So I 

guess everything peaks our interest at all times, is the first thing I would 

mention. 

  The second is, once again, I know we keep saying it but, we’re not 

micro investors, we’re not top-down investors, we’re bottom-up investors.  

And we’re looking to invest when we can buy long-term free cash flow at a 

discount.  We’re not trying to take advantage of some currency event and 

what that may mean for the share prices of the business.  And there are 

ways to make money doing this.  But this is just not how we invest.  And if 

we were intrigued by some currency development and we thought we had 

some sort of insight as to where the exchange rate of that currency is 

going to be a year or two years, three or five years out, versus the dollar, 

than we’d be trading currency.  We wouldn’t take on the intrinsic risk of a 

business and management team and the balance sheet to take 

advantage of that volatility.  So clearly that’s not what we do. 



Q4 2016 FPA Paramount Fund, Inc. (FPRAX) Conference Call  

 

 

 

 
 

-23- 
 

 

  The other thing to understand in terms of currencies versus the 

investment philosophy and process, that when we look at the discount to 

intrinsic value we look at it based on an intrinsic value that’s denominated 

in the reporting currency of the business and, very often, typically then the 

currency of the actual shares.  So what’s happening to the currency 

versus the dollar may or may not be relevant in terms of the discount to 

intrinsic value.  And that is ultimately what peaks our interest. 

  With all that being said, evidently we are cognizant of the fact that 

we’re using U.S. dollars to buy international businesses.  So when we see 

a situation like a Totvs or Localiza or an Hypermarcas over in Brazil, at a 

time when these things tend to work in tandem so these businesses are 

getting hurt because the economy is doing poorly, the economy is doing 

poorly so the currency is coming down, so evidently we salivate even 

more at the idea that, not only are we buying these businesses at huge 

discounts, but we’re doing it with U.S. dollars. 

  So, when we see a significant devaluation of a currency versus 

U.S. dollars anywhere, we start thinking, well, the discount to intrinsic 

value is particularly intriguing because we’re going to be leveraging the 

power of the currency that we have.  Now, at the same token you’ve got to 

be mindful of what that means because we’re not going to then be waiting 
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for any benefit from the currency either.  So if you take the case of a 

Localiza or an Hypermarcas these stocks in local currency just rally 

dramatically within six months of us buying them.  And the intrinsic value 

and the share prices converge very rapidly towards the intrinsic value per 

share, for instance, in the case of Hypermarcas.  So, our discipline at this 

point is to sell and if that upside has been eaten away by further 

deterioration in currency, then you may end up with not very much in U.S. 

dollar terms. 

  So these are just a few things that I would highlight when it comes 

to currency and how we think about it investing in non-U.S. markets. 

Jonathan: Thank you, Greg and Pierre.  There are currently no further questions or 

comments. 

  Thank you all for your participation in today’s Fourth Quarter 2016 

Webcast.  We invite you, your colleagues and shareholders to listen to the 

playback of this recording and view the presentation slides that would be 

available on our website within the next few days at FPAFunds.com.  We 

urge you 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 questions or suggestions.  We encourage 
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you to complete this portion of the webcast.  We know that your time is 

valuable and do 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 

current quarter and expect the calls to be held three to four weeks 

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

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

crm@FPAFunds.com.  

  We hope our quarterly webcast 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, January 27, 2017 and are subject to change based on 

market or other conditions.  These views may differ from other portfolio 

manager 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 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 

mailto:crm@FPAFunds.com
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should not be construed as a solicitation with respect to any securities, 

products or services discussed.  Past performance is not a guarantee of 

future results.  It should not be assumed that the recommendations made 

in the future will be profitable or will equal the performance of the security 

examples discussed. 

  Any statistics have been obtained from sources believed to be 

reliable but the 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 the investment policy statement carefully before 

investing.  FPA International Value is offered by UMB Distribution 

Services, LLC. 

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

your day. 

[END FILE] 

 


