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dichotomy [day-kot-uh-mee]

Division into two parts, kinds, etc.; subdivision
Into halves or parts.

Source: Thesaurus.com
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The Great Divide

DEEP QUALITY
VALUE VALUE

VALUE CONTINUUM

SCHEER, ROWLETT & ASSOCIATES INVESTMENT MANGEMENT LTD.



Continuum Intricacies

DEEP
VALUE

VALUE CONTINUUM

* Low headline multiples .
» Tangible BV relevance .
« Discount on current earnings or reversion to mean .

from cyclicality / mis-management
» Growth - challenged or temporarily impaired .

* Net cash, low leverage preferred but sometimes
excess leverage creates opportunities .
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QUALITY
VALUE

Willing to pay up
Intangibles could create optionality

Margin stability; optionality of structural
improvement

Sustainable growth important for operational
leverage compounding

Debt is important part of efficient / sustainable
capital structure



DEEP QUALITY
VALUE VALUE

VALUE CONTINUUM

Why do we have
this continuum?
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DEEP QUALITY DISCIPLINED QUALITY INNOVATIVE
VALUE VALUE GARP GROWTH VALUE GROWTH GROWTH

VALUE CONTINUUM

Continuum keeps extending....

Keep creating more silos and imaginary boundaries ?
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Thinking outside the box exercise

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE



Thinking outside the box exercise



Thinking outside the box exercise
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Are we boxing ourselves into these imaginary boundaries ?

Deep Value

* Low headline multiples
« Tangible BV relevance

» Discount on current earnings or
reversion to mean from cyclicality/
mis-management

» Growth - challenged or temporarily
impaired

» Net cash, low leverage preferred but
sometimes excess leverage

creates opportunities
‘ A B B EEEEEEEEEEEEEEENEEEENI

SCHEER, ROWLETT & ASSOCIATES INVESTMENT MANGEMENT LTD.

Quality Value

Willing to pay up
Intangibles could create optionality

Margin stability; optionality of
structural improvement

Sustainable growth important for
operational leverage compounding

Debt is important part of efficient /
sustainable capital structure
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Can investment
excellence thrive
through cycles with

 Imaginary boundaries
* Formulas
« Regimented culture

Not if investing Is more art than science.
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Business
prospects,
Management

Time horizon

Behavior

Valuation
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Deep research

Long vs short

Contrarian

Models

Differentiated judgement is the key edge

Art / judgement

Art / judgement

Art / jJudgement

Math, Accounting / art
/ judgement



Don't see it anywhere else




1. Price paid to access
an investment

In Its simplest

2.Cash Flows expected and

form returns _ capital allocation decisions
dependent on: made along the way

3. Terminal Multiple / valuation




Let’s try to box
this portfolio

Deep Value?
Quality Value?

Growth?

Apple

BoA

Chevron
Coca-Cola
Amex

Kraft Heinz
Occidental
Moody's
Activision

HP Inc

Davita

Verisign
Citigroup
Kroger

Visa

Liberty Sirius
General Motors
Paramount Global
Mastercard
Aon

Charter Comm.
BNY
McKesson

Source: Bloomberg

Tech Hardware

Bank

Energy / Commodity
Staple

Credit Card / Financial
Staples

Energy / Commodity
Bond Ratings / Financial
Video Game developer
PC, Printers, etc
Health care services
Software

Bank

Grocer

Software / Payments
Radio / Media
Automobile

Media

Software / Payments
Financials services
Cable operator
Financials services
Distribution & Logistics




Hope

* We can look beyond this Dichotomy / divide
* Not sure of the purpose
* Don'’t believe it to be helpful

* Important consideration for current and
next generation of investors
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Disclosures

These materials (“Presentation”) are presented by Scheer,
Rowlett & Associates Investment Management Ltd. (“Scheer
Rowlett”). This Presentation is furnished on a confidential
basis for informational and illustration purposes only. This
Presentation is intended for the use of the recipient only and
may not be reproduced or distributed to any other person, in
whole or in part, without the prior written consent of Scheer
Rowlett.

THE PERFORMANCE PRESENTED HEREIN IS NOT
INDICATIVE OF FUTURE RESULTS. The performance
results contained herein are for informational purposes only,
and are not meant to imply that Scheer Rowlett’s trading
programs will produce results similar to the performance
results contained herein. There can be no assurance that
Scheer Rowlett or any account or product advised thereby will
or is likely to achieve any results shown. There can be no
assurance that such trading programs will make any profit at
all or will be able to avoid incurring substantial losses. No
representation is made that Scheer Rowlett’s investment
processes or investment objectives will or are likely to be
successful or achieved.

Certain information contained in this Presentation is based on
information obtained from third-party sources that Scheer
Rowlett considers to be reliable. However, Scheer Rowlett
makes no representation as to, and accepts no responsibility
for, the accuracy, fairness or completeness of the information
contained herein. The information is as of the date indicated
and reflects present intention only. This information is subject
to change at any time, and Scheer Rowlett is under no
obligation to provide you with any updates or amendments to
this Presentation. The information contained in this
Presentation is not complete and does not contain certain
material information about the trading programs described
herein, including important risk disclosures. Accordingly, this
Presentation must be read in conjunction with, and is qualified
in its entirety by, such other disclosure documentation as may
be provided by Scheer Rowlett from time to time in connection
with a prospective investment. An investment in the strategy
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described herein may not be suitable for all clients, and before
allocating any assets to the strategy or strategies, you should
thoroughly review the terms and disclosures the strategy and
consult with your professional advisor(s) to determine whether
an investment in the strategy is suitable for you in light of your
investment objectives and financial situation.

This Presentation may contain opinions pertaining to
securities, financial products, transactions and investment
strategies, and such opinions may differ from one to another.
Any opinions, assumptions, assessments, statements, market
commentary or the like (collectively, “Statements”) regarding
past, current and/or future market conditions, themes, trends
or events or which are forward-looking, including regarding
portfolio characteristics and limits, constitute only subjective
views, beliefs, outlooks, estimations or intentions of Scheer
Rowlett, should not be relied on, are subject to change due to
a variety of factors, including fluctuating market conditions and
economic factors, and involve inherent risks and uncertainties,
both general and specific, many of which cannot be predicted
or quantified and are beyond Scheer Rowlett’s control. Future
evidence and actual results could differ materially from those
set forth in, contemplated by, or underlying these Statements,
which are subject to change without notice. In light of these
risks and uncertainties, there can be no assurance and no
representation is given that these Statements are now, or will
prove to be, accurate or complete in any way. Scheer Rowlett
undertakes no responsibility or obligation to revise or update
such Statements. Statements expressed herein may not
necessarily be shared by all personnel of Scheer Rowlett and
its affiliates. You acknowledge that you are capable of
independently analyzing such Statements and the other
information presented herein using your own expertise, due
diligence and decision making, and you are solely responsible
for any investment decisions made through your use of such
Statements or other information and for any and all trading
results achieved thereby, whether for your own account or on
behalf of your clients.

This Presentation is not an offer to buy or sell, nor a
solicitation of an offer to buy or sell any security or other

financial instrument, or to invest assets in any account,
advised by Scheer Rowlett. An investment in any account
advised by Scheer Rowlett may be made only by qualified
clients after receipt of formal investment management
documentation and disclosures from Scheer Rowlett, and only
in those jurisdictions where permitted by law. Scheer
Rowlett’s investment strategies have management fees and
operating expenses that would reduce returns to a client.
Operating expenses include items such as custodial fees for
segregated accounts and for pooled vehicles would also
include charges for valuation, audit, tax and legal expenses.
Such additional operating

expenses would reduce the actual returns experienced by
investors in segregated accounts and pooled vehicles. Any
client must be able to bear the risks involved in any potential
investment and must meet the suitability requirements relating
to its participation in the Trading Programs.

Financial indices are shown for illustrative purposes only, may
not be available for direct investment, are unmanaged,
assume reinvestment of income, do not reflect the impact of
any management or incentive fees and have limitations when
used for comparison or other purposes because they may
have different volatility or other material characteristics (such
as number and types of instruments) than the investment
strategies described herein. Scheer Rowlett’s investment
strategies are not restricted to the instruments comprising any
one index.

Scheer Rowlett is not and does not purport to be an advisor
as to legal, taxation, accounting, financial or regulatory
matters in any jurisdiction. The recipient should independently
evaluate and judge the matters referred to in this
Presentation.

Net performance figures are stated after estimated
management fees and transaction costs but before operating
expenses. Operating expenses include items such as
custodial fees for segregated accounts and for pooled
vehicles would also include charges for valuation, audit, tax
and legal expenses.
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Third-party data providers

This report may contain information obtained from third
parties including: Merrill Lynch, Pierce, Fenner & Smith
Incorporated (BofAML), S&P Global Ratings, and MSCI.

Source: Merrill Lynch, Pierce, Fenner & Smith
Incorporated (BofAML), used with permission. BofAML
permits use of the BofAML indices related data on an "As
Is" basis, makes no warranties regarding same, does not
guarantee the suitability, quality, accuracy, timeliness,
and/or completeness of the BofAML indices or any data
included in, related to, or derived therefrom, assumes no
liability in connection with the use of the foregoing, and
does not sponsor, endorse, or recommend Scheer
Rowlett, or any of its products.

This may contain information obtained from third parties,
including ratings from credit ratings agencies such as S&P
Global Ratings. Reproduction and distribution of third party
content in any form is prohibited except with the prior
written permission of the related third party. Third party
content providers do not guarantee the accuracy,
completeness, timeliness or availability of any information,
including ratings, and are not responsible for any errors or
omissions (negligent or

otherwise), regardless of the cause, or for the results
obtained from the use of such content. THIRD PARTY
CONTENT PROVIDERS GIVE NO EXPRESS OR
IMPLIED WARRANTIES, INCLUDING, BUT NOT
LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR USE. THIRD PARTY CONTENT
PROVIDERS SHALL NOT BE LIABLE FOR ANY DIRECT,
INDIRECT, INCIDENTAL, EXEMPLARY,
COMPENSATORY, PUNITIVE, SPECIAL OR
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CONSEQUENTIAL DAMAGES, COSTS, EXPENSES,
LEGAL FEES, OR LOSSES (INCLUDING LOST INCOME
OR PROFITS AND OPPORTUNITY COSTS OR LOSSES
CAUSED BY NEGLIGENCE) IN CONNECTION WITH
ANY USE OF THEIR CONTENT, INCLUDING RATINGS.
Credit ratings are statements of opinions and are not
statements of fact or recommendations to purchase, hold
or sell securities. They do not address the suitability of
securities or the suitability of securities for investment
purposes, and should not be relied on as investment
advice.

Source: MSCI. The MSCI information may only be used for
your internal use, may not be reproduced or re-
disseminated in any form and may not be used as a basis
for or a component of any financial instruments or products
or indices. MSCI makes no express or implied warranties
or implied warranties or representations and shall have no
liability whatsoever with respect to any MSCI data
contained herein. This report is not approved, reviewed or
produced by MSCI.
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