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Musings on “Global Value” Equity Investing
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• Value Investing – 50 Cent Dollar Bills
• Warren Buffett at Stanford Business and Law School, 1982

• Conflict of Interest  “All about people”

• “Capacity to Reinvest”
• Global brands

• Population growth

• Consumer disposable income growth

• Multi-globally adept management

• Multilingual

• Multicultural

• “Capacity to Suffer”
• Berkshire Hathaway – GEICO, equity index put options

• Nestlé – 35 year “planning horizon”

• Philip Morris International – Reduced Risk Products

• SABMiller – emerging market beer specialist

• Brown-Forman – Bourbon bliss

• “Ability to Do Nothing”



Musings on “Global Value” Equity Investing (cont.)
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• Invest for the long term
• White space

• Currency gains

• Circle of competence

• Tax efficiency

• Concentrate – few great ideas

• Market volatility is long-term investor friend
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“Capacity to Suffer”

• BERKSHIRE HATHAWAY INC.

• GEICO

• Equity index put options

• Extraordinarily cautious short-term deposits,   

fiscal year, 2007

http://www.geico.com/about/commercials/
http://www.geico.com/about/commercials/
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“Capacity to Reinvest”

• BERKSHIRE HATHAWAY INC.

• MidAmerican Energy Holdings Company

• Burlington Northern Santa Fe Corporation

• The Lubrizol Corporation

• Bank of America Corporation

• Berkshire Hathaway Subsidiary 

e.g., Iscar Metalworking Companies
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Nestlé S.A.
“Capacity to Reinvest”
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YE 2008 Billionaire Brands Presentation
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Nestlé “Capacity to Reinvest”  

YE 2011 Billionaire Brands Presentation
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Nestlé “Capacity to Suffer” 

• Russian Ruble crisis (1998)

• Nespresso

• China and India

•Alcon (1970’s through 2010)

• Novartis payment/DiGiorno acquisition (2010)

• 2011 Chinese acquisitions in confectionary 

(Hsu Fu Chi International) and beverage (Yinlu) 

• 2012 Wyeth Infant Health and Nutrition Acquisition
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Philip Morris International

“Capacity to Reinvest”
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Philip Morris International

“Capacity to Suffer”

• Foreign Currency Headwinds

• Four-year flat earnings per share as 100% of income is sourced abroad

• Implication for management resolve – equity-linked compensation

• Bonus pools

• Global Regulatory Authority Threat

• Plain packaging

• Graphic warning labels

• Indonesian retailer restrictions

• Taxation

• Cigarettes price per pack: London over $12

• Illicit Competition

• Counterfeit

• Grey market

• Philippine stamp tax

• Indonesia

• Invested in Reduced Risk Product

• Over $2 billion invested in R&D 

• Four new platforms
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Philip Morris International

“Capacity to Suffer”
IQOS
• Replicates Smoking, Unlike E-cigarettes

• Nicotine dose adequate

• Flavor similar

• Reduced Risk

• No combustible material inhaled

• No second-hand smoke

• No ash

• No smell

• Costly Roll-out

• Government support – excise tax relief

• Two-week conversion period

• Guided by in-store marketing staff

• Early Return

• Nearly 2 million smokers “quit” combustible cigarettes

• Approaching 20% market share in a key Japanese market

• Demand Exceeds Capacity 

• Product volume 15 billion (2015) to 150 billion (2019)

• Competition Lacks Adequate Response
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Wall Street Affirms “Manic/Depressive” Tendencies
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SABMiller 
“Capacity to Reinvest”

http://www.sabmiller.com/index.asp?pageid=1425
http://www.sabmiller.com/index.asp?pageid=1425
http://www.sabmiller.com/index.asp?pageid=1418
http://www.sabmiller.com/index.asp?pageid=1418
http://www.sabmiller.com/index.asp?pageid=1669
http://www.sabmiller.com/index.asp?pageid=1669
http://www.sabmiller.com/index.asp?pageid=1430
http://www.sabmiller.com/index.asp?pageid=1430
http://www.sabmiller.com/index.asp?pageid=1423
http://www.sabmiller.com/index.asp?pageid=1423
http://www.sabmiller.com/index.asp?pageid=1419
http://www.sabmiller.com/index.asp?pageid=1419
http://www.sabmiller.com/index.asp?pageid=1429
http://www.sabmiller.com/index.asp?pageid=1429
http://www.sabmiller.com/index.asp?pageid=1436
http://www.sabmiller.com/index.asp?pageid=1436
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SABMiller “Capacity to Suffer”

• China

• 50% interest in Snow, China’s leading brewer

• Sub-Saharan Africa

•Addressable market – 400 million barrels beer consumption

• “Double the price, halve the price, go farming”

• Indian Market

•Addressable market – current consumption 1 liter per capita

• Recently completed Foster’s acquisition

• Strategic partnership with Efes to coordinate Russian 

operations  

and expand together in Turkey, Efes’ home market

• Requiem – Lacked “Capacity to Suffer”
20
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Brown-Forman Corporation
“Capacity to Reinvest”

“Capacity to Suffer”



Brown-Forman Corporation

Bitter Experience of California Cooler
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Market Impact Around News of Disposition (1987):

Share Price Prior to Disclosure $45.4

Share Price Post Disclosure $28.9

Share Price Impact  $26.5

Number Shares Outstanding $32.0 mm

Dollar Price Impact   (@$530 mm)

*On the actual day that Brown-Forman announced weaker summer volumes that 

year than were expected, on that single day, the price of Brown-Forman A shares 

declined $5 for a total of $150 mm decline on just one day...
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Brown-Forman Corporation

Steady, Dependable Wines & Spirits Segment (Millions of US Dollars):



Brown-Forman “Returns from Int’l Investment”
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Brown-Forman “Returns on Global Investment”
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Brown-Forman Corporation “Capacity to Reinvest”

Invest in promising global spirits businesses 
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Property, Plant and Equipment: Year

New Jack Daniel’s Tennessee Whiskey Cooperage Facility

2016

(Alabama)

New Jack Daniel’s Distillery Expansion 2016

(15 million case additional capacity)

Newly Built 55,000-Barrel Bourbon Aging Warehouses 2016
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Market Volatility is a Friend of the Long-term 

“Global Value” Investor

1. Permits more effective reinvestment

2. Offers merger and acquisition opportunity

3. Enhances return from share repurchase 
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Portfolio Manager
“Capacity to Suffer”
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Portfolio Manager
“Capacity to Suffer”

• Long-term taxable investor base

• Limit percent of investors’ wealth

• Low expectations

• Low investment advisory fee
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Semper Vic Partners, L.P., Annual Return

*Please see important disclosure information that accompanies this presentation.

Semper Vic Dow Jones S & P

Year Partners Industrials 500

2017 (Thru 3/31) 10.0% 5.2% 6.1%

2016 2.5% 16.5% 12.0%

2015 5.0% 0.2% 1.4%

2014 6.1% 10.0% 13.7%

2013 21.9% 29.7% 32.4%

2012 24.2% 10.2% 16.0%

2011 6.7% 8.4% 2.1%

2010 21.5% 14.0% 15.1%

2009 25.8% 22.7% 26.5%

2008 -31.5% -31.9% -37.0%

2007 7.7% 8.9% 5.5%

2006 20.8% 19.1% 15.8%

2005 3.2% 1.7% 4.9%

2004 11.9% 5.3% 10.9%

2003 33.5% 28.3% 28.7%

2002 -1.0% -15.1% -22.1%

2001 0.1% -5.4% -11.9%

2000 15.6% -4.7% -9.1%

1999 -2.1% 27.2% 21.0%

1998 23.8% 18.1% 28.6%

1997 24.7% 24.9% 33.4%

1996 19.0% 28.8% 23.0%

1995 23.6% 36.9% 37.5%

1994 12.4% 5.0% 1.3%

1993 22.1% 16.7% 10.1%

1992 13.4% 7.4% 7.6%

1991 27.4% 24.5% 30.5%

1990 5.3% -0.7% -3.1%

1989 24.6% 31.8% 31.7%

1988 19.8% 16.2% 16.5%

1987 37.1% 5.5% 5.2%

1986 24.8% 27.2% 18.8%

1985 43.9% 33.6% 31.7%

1984 13.6% 1.0% 6.2%

Compound Annual Return 14.6% 11.8% 11.0%
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*Please see important disclosure information that accompanies this presentation.
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Portfolio Manager
“Capacity to Do Nothing”
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Tax-Efficiency Table
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Thomas A. Russo 
“Lessons Learned”

• Capacity to Reinvest

• Capacity to Suffer

• Capacity to Do Nothing
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Disclosure

* Semper Vic Partners’ “global value” equity investment style is value-oriented and long-term-minded. Semper Vic 

Partners has provided over the years considerable exposure to foreign companies that evidence a strong “capacity to 

re-invest”. Indices against which Partnership performance is compared may or may not precisely mirror composition or 

investing style of the Partnership. Compound annual returns for Semper Vic Partners, L.P. and for the Dow Jones and the 

Standard & Poor’s indices reflect dividends reinvested. Semper Vic Partners’ results are for Semper Vic, a general 

partnership, through July 15, 1990 and for its successor limited partnership, Semper Vic Partners, L.P., thereafter. 

Annual returns are audited limited partner returns and are expressed net of all expenses. Reported Partnership net-of-fees

performance may be impacted by the presence of non-billed, family accounts. Any results that include Semper Vic Partners, 

L.P. estimated monthly performance (including year-to-date and compound annual performance) are unaudited. Past 

performance is not a guarantee of future results and does not diminish possibility of loss.

The material contained in this communication is intended solely for the recipient. No further dissemination or reproduction 

is permitted without consent of the Fund Investment Manager.


