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Note: Items in brackets [  ] are meant to be clarifying statements but are not part of the 
actual audio recording of the webcast. 
 
This transcript must be read in conjunction with the corresponding webcast slides, 
posted on fpa.com. The webcast slide page numbers are referenced below. Please 
also reference the Important Disclosures at the end of this transcript and throughout 
and at the end of the webcast presentation. 
 

You should consider the FPA Capital Fund's (“Fund”) investment objectives, risks, and 

charges and expenses carefully before you invest. The Prospectus details each Fund's 

objective and policies and other matters of interest to the prospective investor. Please 

read the Prospectus carefully before investing.  

 

(00:00:14) 

Moderator: Hello and welcome to today’s webcast. My name is Caitlin and I will be 

your web event specialist today. All lines have been placed on mute to 

prevent any background noise, and please note that today’s webcast is 

being recorded. 

  During the presentation, we will have a question and answer 

session. You may submit questions at any time. Click the green Q&A icon 

on the lower left-hand corner of your screen. Type your question in the 

open area, and click Submit. If you would like to view the presentation in a 

full-screen view, click the Fullscreen button in the lower right-hand corner 

of your screen. Press the Escape key on your keyboard to return to your 

original view. For optimal viewing and participation, please disable your 

popup blockers. 
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  And finally, should you need technical assistance, as a best 

practice, we suggest you first refresh your browser. If it does not resolve 

the issue, please click on the Support option in the upper right-hand 

corner of your screen for online troubleshooting. 

  It is now my pleasure to turn today’s program over to Jonathan 

Rahbar. Jonathan, the floor is yours. 

Jonathan: [Please reference slide 2] Thank you very much. Good afternoon and 

thank you for joining us today. We would like to welcome you to FPA 

Paramount’s Second Half 2019 Webcast. My name is Jonathan Rahbar 

and I am a product specialist here at FPA. 

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

made available on our website, www.fpa.com. 

  In just a moment, you will hear from 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 will quickly mention a few of 

these attributes. 

  First, the Fund has a broad, benchmark-agnostic mandate. By 

broad, we mean that the team can invest in equities in both developed 
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and emerging markets, as well as companies with market caps as small 

as $2 billion and as large as $300 billion plus. 

  By benchmark-agnostic, we mean that the team is unconstrained 

by the geographic or sector weightings of the MSCI All Country World 

Index. 

(00:02:04) 

  That being said, as the team invests around the world, the Fund 

will usually maintain a minimum of 20% exposure to US-domiciled 

companies and a minimum of 20% exposure to ex-US-domiciled 

companies. This still affords the strategy significant investment flexibility. 

For example, US-domiciled companies are roughly a 50% weight in the 

MSCI All Country World 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 estimates of intrinsic value. 

  For more detailed information regarding the strategy, we encourage 

you to read the strategy’s policy statement available at FPA.com. 

  At this time, I will go ahead and turn the line over to Greg and 

Pierre. Gents? 
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Gregory: Okay, Jonathan, thanks very much for the introduction, and we appreciate 

everyone joining us today for the call. This is our call covering the period 

for the third and fourth quarter of last year, and as usual we can start with 

performance.  

  [Please reference slide 3] So during the second half of 2019, the 

Fund gained 11.1%, compared to an increase of 9% for the MSCI All 

Country World Index, all in US dollar terms. When we look broadly at the 

results over the last six months, global equity markets, overall, 

experienced a roughly flat third quarter and a strong fourth quarter. And 

that comes on top of what were mid-teens gains for the markets overall 

across the first half of the year, so in that context, a very strong 

performance globally across equity markets.  

  When we turn to the Fund, in particular for the third and fourth 

quarters, there were several factors that positively impacted performance. 

(00:03:57) 

  So first, I would highlight that we had seen declining markets at the 

end of 2018, when there was a correction, broadly, and across several of 

our globally diversified long-held technology companies. Those included 
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Microsoft and Alphabet,1 as we proceeded through 2019, both of those 

companies, particularly in the second half of the year, performed quite 

well. 

  The second category of positive performance involved companies 

in the UK, where there were election results in the fourth quarter that were 

really decisive in a way that seemed to break the political logjam over 

Brexit. And they also appeared to boost a number of our holdings, 

including Ryanair, Babcock International, Melrose,1 and Page Group.  

  And finally, on the positive side, we also received a boost from the 

merger of portfolio holdings GrandVision and Essilor Luxottica.  

  Now, on the negative side of Fund performance, the only broad 

theme that was evident to us over the period: the underperformance of 

several companies exposed to China. Again, these aren’t necessarily 

companies domiciled in China, but with exposure in their businesses to 

the Chinese markets. We saw Richemont, Cargotec,1 and Cisco all as 

weaker performers in the period. Other than that, I would say there were 

idiosyncratic issues which caused weakness in companies like LabCorp, 

Oracle, Heineken, and AIB Group.1 

                                                 
1 Portfolio weightings as of December 31, 2019: Microsoft 4.0%; Alphabet 3.54%; Melrose 0.0%; Cargotec 2.5%; 

Cisco 1.0%; LabCorp 2.1%; Heineken 2.5%; AIB Group 2.4%. 
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  So we’ll finish talking about performance, making the same 

comment we do every time we have a webcast, and that’s to say that 

while we performed relatively well over these last six months, compared to 

the Index. We continue to believe short-term performance is not the best 

way to judge results for the Fund. 

(00:06:00) 

  As value investors, we’re obviously trying to businesses at a 

discount to what we think they are worth, but stock prices can and often 

do, however, decline after we make those purchases. We also know that 

market sentiment towards a country or an industry, even a specific 

company, often shifts significantly from one year to the next, and it 

typically takes several years for discounts, to our estimates, to unwind.  

  So while we’re encouraged, and we look back over the last few 

positive years of performance, we continue to suggest that the best way to 

evaluate the Fund’s results is over longer periods, and ideally over a 

market cycle. So with that, let’s move on to key performers, and let me 

turn the call over to Pierre.  

Pierre: [Please reference slide 4] Thank you, Greg. So our biggest contributor to 

performance in the third quarter—I’m going to start with the third quarter, 

I’m going to start with the top contributor, just following the order of 
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companies on the slide here. So our biggest contributor to performance in 

the third quarter was GrandVision. Based in the Netherlands, GrandVision 

is a global leader in optical retail. That means the group sells and 

distributes prescription eyeglasses, contact lenses, eyecare products and 

sunglasses across more than 40 countries in both Europe and Asia.  

  Its sizable store base makes it one of the largest customers of 

another portfolio holding, which is Essilor Luxottica. And as Greg 

mentioned a minute ago, back in July Essilor Luxottica agreed to buy 

GrandVision as part of a strategy to further vertically integrate and control 

its value chain, which caused GrandVision stock to re-rate. And as a side-

note, I would say that Essilor Luxottica, which is already a dominant player 

in the industry, as a function of this transaction, will control even more and 

most of its value chain in many markets around the world. Where it stands 

today is that control goes from payment plans to manufacturing equipment 

to production of both lenses and frames to brands and distribution and 

retail, which makes it a very high-quality company, obviously, of which we 

are still shareholders today. 

(00:08:23) 

  Sticking with the third quarter, but turning to the largest detractor to 

performance in that period—the largest detractor to performance in the 
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third quarter was AIB Group. Based in Ireland, AIB one of the country’s 

leading financial services groups. It is, to date, the only such business in 

which the Fund has ever invested. We have alighted several times in the 

past why financial institutions and banks in particular are seldom a good fit 

for our investment philosophy. However, in our view, AIB is a relatively 

simple bank that lends itself reasonably well to analysis and appraisal.   

  For the most part, AIB provides basic account management and 

payment services as well as mortgage lending in its domestic markets. 

While such services are essentially commodities, we believe AIB is well-

positioned in Ireland because of its strong brand, its established network 

of physical branches, and its strong digital banking platform. The company 

leads a market that has strongly consolidated in recent years, as a result 

of the disruption caused by the global financial crisis. While there are five 

major banks in Ireland, AIB and Bank of Ireland together control roughly 

70% of the market.  

(00:09:42) 

  When we purchased the stock, our view of AIB was that its 

leadership had a compelling business track record. They had, in effect, 

managed the group out of bankruptcy following the financial crisis. They 

had restructured AIB into a customer-focused, profitable, lower-risk bank 
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and brought it back to the public markets in good operating and financial 

standing. Subsequently, they delivered steady improvements in book 

value per share. 

  From a balance sheet standpoint, AIB stands out really in a highly-

levered industry. It is the best capitalized bank in Europe, with a leverage 

ratio of 0.7 times, and about three times the average capital of its peers. 

Lastly, AIB’s IPO share price was roughly 1 time book value per share, 

and the stock has come down further since the IPO, so it is now trading at 

a very substantial discount to intrinsic value.  

  When investing in banks, perhaps more so than with other cyclical 

industries, we think that one must also be mindful of where the business 

stands in the credit cycle to adequately price in the sorts of scenarios we 

saw during the last financial crisis. Unlike many other countries, though, 

Ireland, and in particular its property market, is still very early in its 

recovery. Issued mortgages remain well below normalized levels, at less 

than a quarter of peak levels, and are now growing at a very solid pace. 

  Unfortunately, most central banks around the world continue to 

insist on rolling out insane monetary policies, including negative interest 

rates, that would have the de facto long-term effect of bankrupting 

financial institutions. And in the third quarter specifically, the ECB 
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announced its biggest package of rate cuts and monetary stimulus in 

three years. The new plan cut interest rates further into negative territory, 

and revived a contentious multi-trillion bond buying program. We believe 

the cuts caused European bank stocks, including AIB’s, to then decline 

significantly in recent months, causing the negative impact on 

performance.  

(00:11:55) 

  Obviously, we remain interested in being shareholders of AIB, 

given the fundamentals, and the price, and obviously, we will remain 

shareholders unless something changed with respect to the fundamentals 

of the company, and as long as the stock trades at a significant discount 

to intrinsic value. We would note, however, that we did not increase our 

holding of AIB as much as the decline in the stock price would suggest, all 

else being equal. And that is a only function of a series of recent 

management changes at the company, and the fact that we do not yet 

consider the new team to be as proven or as convincing for that matter as 

its predecessors.  

  So turning now to the fourth quarter, and starting again following 

the order on the slide here to start with the top contributor. The biggest 

contributor to performance for the Fund this fourth quarter was Ryanair. 
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Ryanair is based in Ireland. It is one of Europe’s leading passenger 

airlines. In the past couple of years, the group has experienced many 

difficulties that have weighed negatively on both its operating results and 

its share price. Problems have ranged from pilot roster-related flight 

cancellations, strike-ridden labor negotiations, and air traffic control 

disruptions, to increased fuel prices and the uncertainties associated with 

Brexit. We did not believe any of these to be structural threats to Ryanair’s 

long-term dominance of its market. And its seasoned management team 

has been able to manage most of them.  

  In the meantime, though, Ryanair’s many competitive advantages, 

the sustained growth, and slower capacity growth for the European airline 

industry in the second half of the year, have helped the company generate 

good operating performance. Most recently, the group raised its profit 

guidance for 2019 by an impressive 20%. Such momentum, combined 

with the high quality of the business, its debt-free balance sheet, and its 

seasoned management team, was likely an important driver behind the 

recent share price increase. 

(00:14:06) 

  The decisive UK election that Greg mentioned earlier, and that 

seemed to break a political logjam over Brexit also appear to have 
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boosted sentiments for a company whose perceived exposure to the 

issue, including Ryanair.  

  Most recently, Ryanair has had to deal with the Boeing 737 MAX 

issue. Following two deadly crashes, the MAX came under intense 

scrutiny over several design flaws, and was grounded by authorities 

effectively until further notices. The aircraft plays a very important part in 

Ryanair’s plan to grow its business going forward, which means the group 

may have to rethink its midterm strategy. And it is important to recognize 

that as the share price continues to expand very strong momentum. 

  On the flip side, though, the issue with the 737 MAX could also put 

negative pressure on industry capacity overall in the months to come. 

Given continued growth in demand for air travel, short of a coronavirus or 

terrorist attack-type event that could curtail such demand, this negative 

pressure could translate into inflationary pressure on airfares. Given the 

high operating leverage associated with higher ticket prices, this could 

provide a boost to the airline’s short-term operating performance, and 

support continued strong performance in the share price going forward.  

  Turning now to—and of course, I would add that with respect to 

Ryanair, we remain shareholders of the company, subject to the stock 
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continuing to trade at what we view as an appropriate discount to the 

intrinsic value of the business. 

  Now turning to the largest detractor to performance in the fourth 

quarter—the largest detractor of performance in the fourth quarter was 

Alcon. Alcon is based in Switzerland. It is a global leading manufacturer of 

contact lenses and eyecare products, as well as eyecare-related surgical 

equipment. 

(00:16:01) 

  Alcon is a relatively recent addition to the portfolio, and as is often 

the case with our value investment approach, Alcon’s shares had been 

under pressure when we started purchasing the stock, and this negative 

momentum through most of the rest of the year, despite the rising capital 

markets.  

  Even though the company is a longstanding industry leader, Alcon 

only recently came to the market as an independent company, following 

its spinoff from former parent Novartis in the second quarter of 2019. 

When the company reported results, in the fourth quarter, it indicated that 

it would incur additional separation costs as a result of the spinoff. These 

costs are only a short-term drag on the performance of the business, and 

we do not believe that they diminish the company’s long-term prospects. 
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However, the reported numbers were higher than the group had 

previously assessed and disclosed accordingly. We believe that this may 

have reflected poorly on management, and at least contributed to the 

market’s negative sentiment towards the stock, in particular, since this is 

an industry that can be challenging to analyze, understand, and forecast, 

and where management execution is ultimately key.  

  With that, I will turn it back over to Greg to talk about some of the 

portfolio activity, starting with purchases over the past six months.  

(00:17:20) 

Gregory: Okay, thanks Pierre. So we’re going to break down the portfolio activity 

over the third and fourth quarter into purchases, as Pierre said, and then 

we’ll subsequently touch on sales.  

  [Please reference slide 5] So starting in the third quarter, we 

bought several new positions, including Richemont and Naver. Based in 

Switzerland, Richemont is a luxury goods company. You may know some 

of the leading jewelry and watch brands, including Cartier, Van Cleef & 

Arpels, Piaget, and Montblanc. Although Richemont is not a holding that 

we’ve had in the Fund in recent quarters, it’s a high-quality business that 

we have owned previously, and price declines in the period allowed us to 
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reestablish a position in the company at what we think is an attractive 

margin of safety. 

  Now turning to Naver—this is a company that’s based in South 

Korea, and it operates the country’s leading internet portal. It holds a 

majority stake in LINE, which is Japan’s leading mobile messaging 

service. And the company, again, their share price allowed us to purchase 

what we think is an attractive position based on the margin of safety at the 

time.  

  Now turning to the fourth quarter, I alluded to it earlier in the 

performance section, but the market’s been so strong over the course of 

the last year, many of the major indices are close to all-time record levels, 

if not at record levels. So in this environment, we find it very difficult to find 

companies that meet both our quality criteria and, at the same time, offer 

attractive discounts to our intrinsic value estimates. Nonetheless, there 

were a few opportunities that presented themselves in the fourth quarter, 

and we made one new disclosed purchase.  

  Based in the Netherlands, it’s Philips, which is a leading global 

manufacturer of health care equipment. And similar to what I mentioned a 

minute ago about Richemont, Philips is a position that we have not held in 

the Fund in recent quarters, but it is a high-quality business that we have 
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previously owned, and there were recent price declines around company 

earnings results that allowed to reestablish a position and what we think, 

again, is an attractive margin of safety for the business.  

  So now let’s turn to sales that took place over the third and fourth 

quarters, and again I’ll turn it back to Pierre.  

(00:19:58) 

Pierre: [Please reference slide 6] Thank you, Greg. So as Greg mentioned, the 

second half of the year, and in particular obviously the fourth quarter, 

were times of significant increase in share prices, and as a result of that, 

you would expect us to be more active on the sell side, and be inactive on 

the purchase side. And that was very much the case in both the third 

quarter and the fourth quarter.  

  Generally speaking, obviously, throughout the six months, we have 

been trimming out of several holdings where stock prices have partly 

converged with our assessment of the underlying and intrinsic value of the 

stock. But more importantly, we have also sold out several positions in the 

last six months.  

  So starting with the third quarter, we sold our investments in 

several companies, including Danone, Magazine Luiza, and Hypera. 

Danone is based in France. It is a leading global producer of dairy 



Q4 2019 FPA Paramount Fund (FPRAX) Webcast 

February 5, 2020 

 

 

 

 
 

-17- 
 

 

products, beverages, and infant and medical nutrition products. We have 

been longstanding shareholders of the company, and we continue to view 

Danone as a quality business, albeit with some challenges. However, the 

group’s stock price had increased and reached our estimate of intrinsic 

value, which led to our decision to monetize the position, and redeploy 

capital toward other investment ideas with compelling potential for returns 

going forward, including some of the names that Greg discussed a 

moment go.  

  Hypera is based in Brazil. It is one of the country’s leading 

producers of pharmaceutical products. Magazine Luiza is also based in 

Brazil, and it is one of the leading and most recognizable brick and mortar 

retailers in the country. However, this is also a company that has been 

very early in managing the consumer migration to digital, and successfully 

managing that transition, and they now operate a leading e-commerce 

platform in Brazil. And I don’t think we believe it is an exaggeration to say 

that Magazine Luiza have become the Amazon of Brazil.  

(00:22:17) 

  Both these companies were among the Brazilian purchases that we 

made back in the earlier part of 2018. Back then, we took advantage of 

the combination of a material decline in the Brazilian equity markets and a 
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severely depressed currency to invest a material portion of our assets in a 

few selected high-quality companies in the country. Negative sentiment in 

the markets at the time was presumably due to a severe, multi-year 

economic contraction, along with high political instability driven by 

widespread acquisitions and evidence of widespread corruption within the 

political class.  

  Since then, the Brazilian market has generally performed well, as 

investors have grown more and more confident in the newly elected 

government and its ability to pass reforms to address some of the 

country’s key challenges, open up its markets, and put its economy back 

on a more favorable track. Our holdings generally benefited 

disproportionately from this market’s increase. The share prices of Hypera 

and even more so of Magazine Luiza specifically increased notably as a 

result, and their stocks traded in excess of our estimated intrinsic value, 

which led to our decision to sell in both cases.  

  We have invested twice in Hypera now in our history as a team, 

and with the Fund, and we continue to view both Magazine Luiza and 

Hypera as well-run, high-quality, financially strong companies. So we 

would be interested in becoming shareholders again, of course, subject to 
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be able to buy the stocks at significant discount to their estimated intrinsic 

values.  

(00:24:00) 

  So that’s it for the third quarter. With respect to the fourth quarter, 

now, continuing with maintaining our valuation discipline in the face of 

particularly strong market gains in the fourth quarter, this market 

environment caused us to sell out of a number of companies again, which 

included Renaissance Re, or RenRe, Melrose, and GrandVision. 

  RenRe is based in Bermuda. It is a global provider of reinsurance 

products, meaning it provides coverage to insurance companies for the 

risk that these businesses underwrite, more specifically in the market for 

insurance to protect residences and businesses against natural disasters, 

such as earthquakes, fires, floods, hurricanes, and so on, or what we call 

cat market. While a relatively young company, we believe that RenRe is a 

best in class reinsurance underwriter, which has proven innovative and 

very disciplined in its pricing, and has grown into one of the leading 

players in the field.  

  The group’s core reinsurance business is also complemented by a 

differentiated third-party capital management platform, where RenRe can 

further leverage its industry expertise and knowledge without committing 
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its own capital. The company is very well-run by a well-aligned, financially 

minded, and entrepreneurial management team. We invested in the 

company at a low point in the reinsurance pricing cycle. It followed a 

prolonged period during which excess capital flowing into the Cat market 

put increased negative pressure on prices, and caused returns on such 

products for insurance companies to deteriorate.  

  At the time, the industry was also experiencing a rise in the 

occurrence of disasters, which can negatively impact results in the short 

term, but can also be an inflection point for the pricing cycle, as players 

who miss price coverage take on heavy losses and have to retire from the 

market. Long term, such events typically lead to a normalization in market 

prices, higher returns, and therefore presents opportunities for high-quality 

players that have remained disciplined on price in the up cycle, such as 

RenRe.  

(00:26:15) 

  As the pendulum has swung back in that direction recently, 

RenRe’s performance has been a prime beneficiary of the reversion to 

normalized return. It’s also validated management in its approach to 

deploying capital and building the business, and highlighted the quality of 

RenRe’s operations. This, in turn, caused the share price to increase, and 
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led to our decision to sell the stock. So obviously, we remain a believer in 

the quality of RenRe’s business, and would be interested in becoming 

shareholders again, subject to being able to buy the stock with an 

appropriate margin of safety.  

  With regard to Melrose now—Melrose is based in the UK. It’s 

effectively a publicly-traded private equity firm with a highly concentrated 

buy-and-improve strategy. It has a long-tenured management team that 

has proven adept at purchasing and restructuring portfolios of companies 

over time, and selling those at compelling valuations. Their most recent 

acquisition was the takeover of early 2018 of GKN, which is another 

publicly listed industrial conglomerate, also based in the UK. In recent 

months, the stock has responded positively to reports that management is 

delivering the planned operating efficiencies at GKN, along with robust 

performance amid cyclical and other sources of short-term headwinds in 

its key automotive and aerospace markets.  

  As I mentioned earlier, and again, with respect to Melrose, same as 

with RenRe, we are still believers that this is a high-quality, financially 

strong, well-run business, and we are keen to become shareholders 

again, subject to being able to buy the stock at an acceptable discount to 

intrinsic value.  
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(00:28:00) 

  And lastly, with regard to the sale of GrandVision, as I mentioned 

earlier, as Greg mentioned, GrandVision is based in the Netherlands and 

is a global leader in optical retail. Back in July, it was a target of a 

takeover, or an agreement, with Essilor Luxottica, to sell the business. 

The price that Essilor Luxottica offered for GrandVision was EUR 20 per 

share which was effectively in line with our estimated intrinsic value. So it 

was a natural decision for us to monetize the position.  

  With that, that’s it for the sales for the period. So I will turn it back 

over to Greg for some comments on the overview of the portfolios at the 

end of the year.  

Gregory: [Please reference slide 7] Thanks Pierre. At the end of the quarter, the 

portfolio was about 97% invested, with 40 disclosed positions, which very 

much remains in the range of the number of businesses that we would 

expect to own at any given time. When we look at the size of the 

companies in the portfolio, there is a very wide breadth of market 

capitalizations, from $2 billion, all the way up to some of the world’s 

largest public companies. The weighted average market cap for the 

portfolio at the end of the fourth quarter was $138 billion, and the 

weighted median market cap was about $34 billions. 
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  Now turning to the geographic exposure, the Fund, we could say 

that about 23% of the equity assets are invested in US companies, the 

rest invested outside the US. The majority of those international holdings 

continue to be domiciled in Europe, although we think there’s a 

reasonable distinction to be made at this point between continental 

Europe and companies that are based in the United Kingdom. When we 

look across all of our geographies, emerging market investments 

accounted for less than 6% of the assets in the portfolio, and that includes 

the sales that Pierre highlighted earlier that we made from some of the 

companies that we owned in Brazil. 

(00:30:18) 

  Ultimately, I think it’s important that everyone remember we have 

very wide discretion on the weightings. Jonathan said at the beginning of 

the presentation that there’s typically minimum 20 percent invested in the 

US, and 20 percent outside the US at all times, but the remainder is 

determined very much by where we find opportunities with individual 

companies. And that weighting that I mentioned in emerging markets, I 

think, illustrates the point fairly well. At the end of last year, having made 

some of those purchases in Brazil and several other markets, the total EM 

portion of the fun represented about 17 percent of the assets. If we go 
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back several years before, we were probably at a similar level to where we 

are at the end of the year, meaning, low to mid-single digit percentage of 

the Fund assets. As the emerging market valuations across those 

holdings converge with our intrinsic value estimates in 2019, we exited 

those positions. You can see that the weighting fell by 10 or 11 points as a 

percent of the Fund assets over the course of the year.  

  So looking forward, importantly, we should note that we can have 

similar experience in the weighting in any of our investible markets, and 

that’s going to be very much driven by opportunities that we find company 

by company at any given time.  

  Now turning to sector weightings, it’s also worth highlighting that 

they are purely a reflection of where we have found opportunities in the 

past. Those of you listening that are long-term shareholders will 

remember that, if you go back several years, four or five years ago, we 

were very much buying into businesses that were going through 

challenging situations related to commodity exposure, or energy 

exposure, or a slowdown that was underway in emerging markets at the 

time, and our weightings in the portfolio very much reflected that. Then 

over a number of years following those purchases, the holdings drove a 
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very strong performance for the Fund. Over time, our positions were 

trimmed back.  

(00:32:31) 

  And so if we look at the portfolio today, the sector weightings are 

meaningfully different from what they were back in 2015. We would 

expect weightings to similarly fluctuate over time based on where we are 

able to find opportunities. Beyond that, we would just say as far as 

positioning, we expect the Fund to be relatively diversified. Of course, we 

typically focus on businesses where companies are able to generate 

significant cash flow, and they typically have limited capital and other 

investment needs.  

  So with that, on the portfolio profile, I think we’ll wrap it up with a 

statement about our investment philosophy.  

Pierre: [Please reference slide 8] Thank you, Greg. As we always like to do on 

these webcasts, in conclusion we’d like to remind everybody of the key 

tenets of our investment philosophy. We are long-term fundamental value 

investors with a bias towards quality, and what that means is that we look 

for well-run, financially strong, high-quality businesses whose stocks we 

think we are able to purchase at a significant discount to our estimate of 

their intrinsic values. 
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  And with that, we have no further prepared remarks. We’d like to 

thank everybody, again, for listening, and to thank our fellow shareholders 

for their trust. And with that, we will take a quick break and open it up for 

questions, if there any. 

Jonathan: [Please reference slide 9] Okay, thanks Pierre and Greg. We’ll pause for 

just a moment to poll for questions. 

  There are no questions at this time. Thank you for your 

participation in today’s FPA Paramount Second Half 2019 Webcast. I’ll 

now turn it over to the system moderator for closing comments and 

disclosures. Thanks very much. Have a great week. 

(00:34:33) 

Moderator: [Please reference slides 10-12] Thank you for your participation in today’s 

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

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

available on our website within a few days at FPA.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 comments or suggestions. We encourage 
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you to complete the portion of the webcast. We know your time is 

valuable, and we do appreciate and review all of your comments. 

  Please visit FPA.com for future webcast information, including 

replays. We will post the date and time of the 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 for today’s webcast and 

would like to receive them, please email us at crm@FPA.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 you understand that the views expressed 

on this call are as of today, 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. 

(00:36:07) 
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  Any mention of individual securities or sectors should not be 

construed as a recommendation to purchase or sell such securities. Past 

performance is not a guarantee of future results. 

  Any statistics have been obtained from sources believed to be 

reliable, but the accuracy and completeness cannot be guaranteed.  

  You should consider the Fund’s objectives, risks and charges, 

and expenses carefully before you invest.  

  The prospectus details the Fund’s objectives, 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.  

 FPA funds are offered by UMB Distribution Services, LLC. 

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

day. 

(00:37:12) 

 [END FILE] 

 

In addition, the most current prospectus can always be found at www.fpa.com. 


