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FUND FEATURES

FUND FACTS

Specialised Global Equity Fund
Invests Globally in Strong, Dominant Businesses
with Sustainable Competitive Advantages
Benchmark Unaware
Relatively Concentrated Portfolio
Maintains Long-Term Investment Horizon

TOP TEN HOLDINGS
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Structure
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Unit Valuation
Minimum Investment
Investment Strategy
Distribution Frequency

Global Equity Fund

JBS Investments

AUD, Unhedged

Monthly

$20,000

Event Driven Global Value

Annually at 30 June

INDUSTRY EXPOSURE

Vistra Energy
Magnachip
Crown Holdings
Graphic Packaging
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3SBIO
Bausch Health 
Nexstar Media Group
LKQ
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WARNING - The information given by Strategic Global Fund is general information only and is not intended to be advice. You should therefore consider
whether the information is appropriate to your needs before acting on it, seeking advice from a financial adviser or stockbroker as necessary.
DISCLAIMER - The responsible entity for the Fund is One Managed Investment Funds Limited (ACN 117 400 987) (AFSL 297042) (“OMIFL”). The
information contained in this document was not prepared by OMIFL but prepared by other parties. All of the commentary, statements of opinion and
recommendations contain only general advice and have not taken into account your personal circumstances. This report contains general financial
product advice only. Any investment in the Strategic Global Fund or OMIFL products need to be made in accordance with and after reading the Product
Disclosure Statement (PDS) and Additional Information Booklet (AIB) dated 27 June 2019 available at www.sgf.com.au. Investors should consider the
PDS and AIB before deciding whether to invest in the Fund or continue to hold units in the Fund. The opinions, advice, recommendations and other
information contained in this report, whether express or implied, are published or made by JBS Investments Australia Holdings Limited (JBS) in good faith
in relation to the facts known at the time of preparation. Information is current as at 21 July 2019. Past performance is not indicative of future performance.
Limitation of liability: Whilst all care has been taken in preparation of this report, to the maximum extent permitted by law, neither JBS or OMIFL will be
liable in any way for any loss or damage suffered by you through use or reliance on this information. JBS and OMIFL’s liability for negligence, breach of
contract or contravention of any law, which cannot be lawfully excluded, is limited, at JBS’s option and to the maximum extent permitted by law, to
resupplying this information or any part of it to you, or to paying for the resupply of this information or any part of it to you.
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The core proposition of SGF is very simple: it makes 
long term investments in strong companies at as low a 
price as possible. While the short term results have been 
up and down, we would urge our investors to pay scant 
attention to them. They reveal little about the success or 
otherwise of the Fund in pursuing its long term aims. 

Each of our holdings has been purchased with the in-
tention of providing a substantial return over a three 
year timeframe. Surveying the overall portfolio, we have 
assembled a collection of fantastic businesses trading at 
significantly discounted valuations as compared to com-
parable businesses. The difference between the portfolio’s 
market valuation and my estimate of intrinsic value is at 
one of the largest gaps since inception. At some point in 
time, we should be well rewarded from our current hold-
ings. We feel that based on current valuation levels, the 
portfolio ressembles a tightly coiled spring. 

To Our Unitholders

John Sampson
Chief Investment Officer



Unintended Consequences

For those of our readers that follow the NBA basketball in the US, this year saw the 
Toronto Raptors win over the losing team, the Golden State Warriors. However, were 
you to visit many towns in Africa following the victory, you would witness a strange 
unreality of seemingly die-hard Golden State Warrior fans. Youths sport t-shirts pro-
claiming “Golden State Warriors - NBA Champions 2019”. This is odd as they were the 
losing team. Are these delusional but hardcore fans that could not accept the loss? No, 
the people wearing these t-shirts are the recipients of what seems on the surface to be 
a charitable endeavour. When a major sporting event occurs between two teams, a lot 
of clothing merchandise must be pre-produced by retailers ahead of the event so that 
there is sufficient stock on hand to supply the demand from the fans following their 
team’s victory. As a result, clothing is pre-printed in two versions declaring each team 
the winner. The losing team’s merchandise is ultimately sent to developing countries in 
the name of charity. This sounds pretty good - free clothes for the needy given away for 
nothing. So what is the problem?

The problem is one of unintended consequences. 

The first problem with dumping stuff on people is that the items they need are likely to 
be different to the things that we do not need. A lack of baseball caps is unlikely to be 
their primary problem. The other issue is that local clothing manufacturers are unable 
to compete with free goods, which puts them out of business. So, despite the noble 
intentions such give-aways end up costing jobs. Damaging the local economy doesn’t 
help anyone. It is also very inefficient way to distribute clothes. In doing it in this way, 
the shipping and warehousing costs are roughly the same cost as what it costs to buy 
second-hand clothing in the local country. 

This brings us to the dangers of unintended consequences stemming from the current 
political and economic environment. In the case of President Trump and the continued 
trade sanctions and threats, we see a host of unintended consequences that can take 
many forms. At a basic level, the cost of many tariffs on imported goods will end up 
being passed onto US consumers in the form of higher prices. But there are wider im-
pacts that will stem from the general level of uncertainty that is created. A good exam-
ple is car maker BMW, which had previously announced plans to build cars in the US 
to export to China (labour costs are lower in the US and the EU for BMW). This plan 
quickly ended after the US/China trade war escalated as there is now a very real risk 
that China would retaliate with tariffs on US produced goods. Accordingly, a plan that 
intended to create jobs in the US by bringing back manufacturing is having the opposite 
result.

Market 
Observations



Most interestingly from our point of view is to take advantage of the opportunities cre-
ated by the current uncertainty. Markets remain jumpy as a result with many investors 
ready to quickly sell in the face of short term headwinds. Our job is to look for compa-
nies with great long term prospects that are being overlooked due to the transitory fears 
stemming from such macroeconomic and political happenings. We believe that we have 
identified such a compelling opportunity recently in the form of new holding Camping 
World Holdings, discussed in detail below. 

Although the Fund has increased by 23% during the half year, as we survey our hold-
ings we feel that this is just a recovery and does not reflect appropriate valuation levels. 
With holdings such as Vistra Energy trading at an earnings yield of close to 20% to 
Nexstar on a P/E of 4.3x and Sberbank trading at a P/E of 5x, from both a quality and 
value point of view, we are very optimistic regarding the Portfolio’s prospects. 

Market 
Observations cont.



Our Portfolio 
Companies

Our investment approach 
gives us the freedom
to make investments across a 
broad spectrum of industries, 
wherever we see the most 
compelling opportunity.

Vistra Energy 
NYSE Symbol: VST

Vistra Energy is a large, integrated power company based in 
Texas with about 5,400 employees. Vistra’s retail brands serve 
approximately 2.9 million residential, commercial, and indus-
trial customers and its generation fleet totals approximately 
41,000 megawatts of highly efficient generation capacity.

Sberbank 
LSE Symbol: SBER

Sberbank is the largest bank in Russia and a leading interna-
tional financial institution. It is Russia’s most valuable brand. 
Sberbank has a more than 30% share of the aggregate Russian 
banking sector assets. As the holder of around 45% of the 
country’s retail deposits, it acts as the key lender to the Russian 
economy and private clients. Sberbank provides more than 
41% of consumer loans. It has an almost 34% share of the cor-
porate lending market and a 56% share in mortgage lending.

LKQ Corp
NASDAQ Symbol: LKQ

LKQ Corp is a leading provider of alternative and specialty 
parts to repair cars. It generates annual revenues of $11.9B 
from its 1,750 facilities worldwide and it has 49,000 employees.

3SBIO 
HKSE Symbol: 1530

3SBIO is a leading biotechnology company from China. As a 
pioneer in the Chinese biotechnology industry, the Group has 
extensive expertise in researching and developing, manufac-
turing and marketing biopharmaceuticals and sells its produc-
dts across the world. 

Crown Holdings
NYSE Symbol: CCK

Founded in 1892, Crown is one of the largest packaging com-
panies in the world, being the #1 producer of food cans and 
#2 producer of beverage cans in the world. It operates in 36 
countries. Employees: 24,000. Revenue: $8.7 billion.

Nexstar 
NASDAQ Symbol: NXST

Nexstar Media Group is one of the largest local TV station 
operators in the US with the reach of 174  television stations in 
100 markets addressing nearly 38.7% of US television house-
holds. Nexstar generates over $2.3 billion in revenue. 



Portfolio 
Highlights

SGF’s portfolio contains a mix of businesses which 
serve a broader range of customer bases across a 
range of different geographies. 

A strong performing holding of the Fund is Nexstar Media Group (Nexstar) 
which has increased by 32% as at the time of writing since purchase. It has been 
said of the media industry that each person has two eyeballs and there are only 
24 hours in the day. Although the internet and Netflix/Stan are providing compe-
tition for eyeballs, local content is still being provided by local TV. In the middle 
of a rapidly changing industry, this local competitive advantage is responsible for 
carving out a niche for otherwise perishing TV businesses. 

The US TV industry has some important differences from the industry in Aus-
tralia which makes it a lot more attractive. First, the industry is consolidating 
and every time one TV company merges with another one, there are meaningful 
cost synergies. After a takeover closes, any back office services that overlap can be 
closed and excess TV spectrum can be sold. Secondly, every two years in the US 
political advertising spending dramatically increases profits. This is so significant 
that industry analysts typically average out cash flows over two years to account 
for this impact. Thirdly, cable television companies will always retransmit local 
free-to-air TV content. Previously, local TV companies were not paid for this 
content. However, this changed now with the introduction of retransmission fees 
paid by the cable companies. This now represents a major source of recurring 
revenue. 

Despite the strong increase in price for Nexstar, it currently still sells at only 5.6x 
the projected next-two-years’ free cash flow. Expressed another way, Nexstar 
trades at a free cash flow yield of 18%. This is clearly a price that implies that Nex-
star is an impaired business when it is no such thing. Our target price, represent-
ing a conservative free cash flow multiple of 7x implies upside of 27%. 

Nexstar 



Portfolio 
Highlights
cont.

We are always seeking out relevant (and profitable) sources of industry knowl-
edge - especially when there is a gap between this and the wider perception. An 
example is the cable TV companies in the US and the perception that they are be-
ing harmed by the phenomenon of “cord-cutting” due to people cancelling cable 
TV services in order to just use Netflix and the like. A more detailed analysis of 
the trend illustrates that it is in fact a positive for cable companies when custom-
ers cut the core to their cable based entertainment services to replace them with 
Netflix. This is because when this occurs the consumer needs a greater level of 
internet and internet services are more profitable than entertainment (largely due 
to the spiralling cost of content). We don’t yet own any companies in the space 
but this is the sort of knowledge that we are on the constant hunt for. In this way, 
one investment idea can often lead to another.

By the Numbers1 

Quarter End Price:    $110.06

Target Price:     $140.00
 
Upside   27%

Vistra Energy 

As we wrote in the previous month’s report, Vistra Energy reported great results 
but this was met with investor apathy. We view that as an example of how short 
term fears and sentiment can drive the performance of our holdings in the short 
term. During the month, the Company reported solid results well above market 
expectations and reaffirmed solid profit guidance. Despite the announcement of 
these excellent results, the shares actually went down that day! Over the quarter, 
Vistra retreated from $26 to $22, a drop of 15.3%. Despite the price drop, we have 
renewed confidence in the medium-term prospects for Vistra. The company has 
also taken positive steps in response to its depressed stock price by aggressively 
buying back shares as part of its authorised $1.75 billion share buy back, with a 
further $697m worth of shares to buy. We are strong advocates of Vistra Energy 
buying back its own shares and believe that it is one of the best uses of the tre-
mendous free cash flow the business generates. We have increased our internal 

EPS estimate 2020:   $19.50

Forward P/FCF ratio:   4.21x
 
P/E at target price: 7.17x



Portfolio 
Highlights
cont.

price target for Vistra slightly to account for the increased share buybacks. Vistra 
provided the following guidance for 2019:

At the above level of guidance, the stock is trading at a free cash flow yield of 
close to 20%. This is just far too cheap for one of the largest power companies in 
the US. Our valuation work suggests that the stock should double in price should 
it trade in line with its competitors. Vistra remains our largest holding. 

Crown Holdings

Crown Holdings is a 125 year old business that is a worldwide leader in the 
design, manufacture and sale of packaging products for consumer goods. The 
Company’s primary products include steel and aluminum cans for food, bever-
age, household and other consumer products, glass bottles for beverage products 
and metal vacuum closures, steel crowns and caps. Customers include industry 
giants as Coca-Cola. The Company operated 143 plants throughout 36 countries 
and had approximately 24,000 employees. Revenue for the Company this year 
will approach $12 billion.

We have followed Crown for many years and our investment was prompted 
by the very negative investor reaction to the Company’s acquisition of Signode 
Industrial. Signode is a global maker of protective packaging systems that apply 
plastic and steel strapping and stretch film. Its products are used throughout the 
world in a broad range of industries to secure everything from cotton bales and 
newspapers to steel coils. Although a dictionary definition of a boring business 
(which we like), we viewed the acquisition as complementary to Crown’s core 
business and  believed that investors overreacted to the deal. 



Portfolio 
Highlights
cont.

As time has passed, investors have become more comfortable with Signode, but 
will likely continue to demand a discounted multiple until CCK’s net leverage 
is reduced further. The company has a long history of strong and recurring free 
cash flow (FCF) and a proven track record of deleveraging post-acquisition. 
Crown has increased adjusted earnings per share (EPS) from $2.99 in 2013 to 
around $5.20 in 2018 and we expect EPS to increase to around $6.07 in 2020. As 
Crown rapidly pays down the acquisition debt, as it has done in the past, there 
should be a twofold impact: significant equity accretion and a moderate upward 
rerating of the multiple. Using a moderately higher multiple of EBITDA and FCF 
on our 2020 estimates, we expect Crown shares to appreciate significantly over 
the next 12-18 months. Crown shares increased by around 13% during the quar-
ter but still remain unusually inexpensive relative to quality and represent a com-
pelling risk-reward for long-term investors such as the Fund. We have increased 
our target price to $91 versus the quarter end price of $63.32 and our entry price 
of $44.53.

By the Numbers2 

Quarter End Price:    $63.27   F/FCF multiple 2020:   10.42x

Target Price:     $91.00  Upside:     43%
 



Portfolio 
Highlights
cont.

Graphic Packaging

Our other packaging holding is Graphic Packaging which is a packaging com-
pany with a third market share of the North American folding carton business. 
Although there is not much in the way of glamour to a packaging business, GPK 
has the just the business characteristics we seek: it generates substantial free cash 
flow, has a strong balance sheet and an inexpensive valuation. Its packaging is 
environmentally friendly as compared to plastic packaging alternatives. It keeps 
its costs low by producing its own paperboard to produce packaging. In the past 
few years, GPK has faced some frustrating setbacks in the form of increased input 
costs. For example, the cost of recycled paperboard increased from $80 per ton 
to $170 in 2017 pressuring GPK’s earnings in the short term. Prices have now re-
treated back to $55 per ton but this did impact sentiment in the sector. GPK has 
continued to grow via acquisition, most notably buying the consumer packaging 
business of International Paper via a complex transaction valued at $1.2 billion. 
We like this deal as it increases the size of the business whilst at the same time 
provides GPK with the opportunity to buy back 20% of its shares at the prevailing 
market price, which would be highly accretive to earnings. The complex structure 
of the deal with International Paper does complicate GPK’s financial statements 
with the result that the shares do not screen well (it appears less profitable than it 
actually is at first glance), which has depressed the valuation. 

Our average entry price is $11.82 per share and the shares have advanced by 20% 
since purchase. The shares currently trade for around 7.8x forward free cash flow 
leaving significant opportunity for the multiple to expand. 

By the Numbers3 

Quarter End Price:    $13.98   F/FCF multiple 2020:   7.8x

Target Price:     $24.00  Upside:     71%



Portfolio 
Highlights
cont.

Camping World Holdings

Subsequent to the end of the quarter, we established a new position in Camp-
ing World Holdings (CWH), a seller of RVs (recreational vehicles) across 146 
locations across the US. Shares in CWH have been decimated over the past 
18 months, down 74% from their peak 18 months ago. This has been due to a 
number of factors; (a) a reduction in profit guidance, (b) cost increases and (c) a 
general RV industry sales slow down after a period of dramatic growth. 

We believe that investors are conflating the cyclical nature of the RV manufac-
turing industry with the RV dealership business, which we expect will be a lot 
more resilient should the wider industry fall into a declining environment. We 
have seen a similar investment theme play out with success in the car dealership 
industry, where car dealerships became cheap due to fears over a new car sales 
slowdown despite the better car dealerships making most of their money from 
parts and servicing, financing and second hand car sales. This is a recurring 
investment theme for the Fund, what we term “blossoms in the desert” - great 
companies in industries that most investors consider unattractive and therefore 
avoid. Here is a good spot to dig for bargains. 

Longer term, CWH has a huge opportunity to consolidate the RV dealer industry. 
Unlike car dealerships, RV sellers are not constrained by franchises which re-
strict the number of dealerships they can own in particular territories (which the 
car companies force on their dealers to ensure no one dealer can have too much 
bargaining power). The RV dealer industry is very fragmented with most deal-
erships being essentially “mum and dad” operations. As there are few corporate 
owners in the space, most small dealers have few options when it comes to selling 
their business. This means that CWH has huge bargaining power when making 
acquisitions and can acquire businesses at great terms. This prospect of growth 
via acquisition should provide a strong growth tailwind for CWH for many years 
to come. 

At the core of our attraction to CWH is its “Good Sam Club”, which is a subscrip-
tion business with high margin recurring revenue. With over 2 million paying 
members, Good Sam Club is the largest RV organisation in the US offering road-
side assistance (similar to the RACQ/NRMA etc), warranties and other services. 
We assess the value of Good Sam Club at close to 90% of the current share price 
of CWH. It provides us with a substantial margin of safety. Our target price is for 
CWH to roughly double over the next few years. 



Conclusion

We thank you, our unitholders, for your support and 
trust. As we look toward the future, we affirm our 
commitment to staying focused on long-term value 
creation to repay your trust.

We will write to you following the end of the next (September) quarter. 

Further Updates 



Endnotes
1  The estimated target prices are internally generated by our research team. There is no guarantee that 
our internal price targets will be met. Research supporting our target prices of holdings have been prepared 
for the our use only and must not be copied, either in whole or in part, or distributed to any other person. If 
you are not the intended recipient, you must not use or disclose this research in any way. If you received it in 
error, please tell us immediately by return e-mail and delete the document. We do not guarantee the integrity 
of any e-mails or attached files and are not responsible for any changes made to them by any other person.
Nothing in this research or related price targets shall be construed as a solicitation to buy or sell any security 
or product, or to engage in or refrain from engaging in any transaction. This research is based on information 
obtained from sources believed to be reliable, but JBS and OMIFL (together “We”) do not make any represen-
tation or warranty that it is accurate, complete or up to date. We accept no obligation to correct or update the 
information or opinions in it. Opinions expressed are subject to change without notice. We accept no liability 
whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or 
further communication in relation to this research. 
2 See Note 1 above.
3 See Note 1 above.
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