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Performance
All Cap (Gross)
Russell 3000 Index

Inception: December 31, 2007

FMI All Cap Equity

Quarter
-10.02%
-14.30%

YTD
-5.05%
-5.24%

1 Year
-5.05%
-5.24%

3 Years
9.53%
8.97%

5 Years
8.13%
7.91%

10 Years
13.51%
13.18%

Since Inception
9.10%
7.26%

Performance is preliminary and subject to reconciliation.

Investment Philosophy:

Purchase durable business franchises that are selling at a
discount to their intrinsic value.

Investment Process:

We utilize a business owner’s approach to investing,
thoroughly investigating the economics of the business and
the quality of the management team.
Some of the
characteristics of good businesses include strong recurring
revenue and attractive returns-on-invested capital (ROIC). We
have a strong orientation to low absolute or relative valuation,
which are key to the execution of our investment strategy. A
new idea will come from a variety of sources including
company visits, screens, conferences, trade periodicals and
general reading. All members of the research team are
responsible for fundamental research.
Once an investment opportunity is identified it is put through
an extensive due diligence process, which typically includes
management interviews and site visits. When an acceptable
level of conviction is achieved, the appropriate weighting
(considering liquidity, valuation, etc.) is discussed and
determined. A new company purchased in the portfolio will
usually have an initial position size of 1-3%. The portfolio
generally consists of 35-45 companies and is well diversified
across sectors.
We are long-term investors, a typical holding period for our
companies is three to five years, and portfolio turnover
averages 20-40% per annum.
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Please note disclosure footnote on reverse side.
Estimated valuations are based on a representative account from the
FMI All Cap Equity Composite, and are weighted average calculations,
not reweighted to exclude cash, and financial companies are excluded
from the EV/EBITDA calculation. Valuations for the portfolio are
modified based on criteria identified by FMI. For more detailed
information regarding these valuations, please contact FMI.
(1)

Top 10 – Portfolio Holdings:
Berkshire Hathaway Inc. Class B
Dollar General Corporation
Twenty-First Century Fox Class B
Avery Dennison Corp.
UnitedHealth Group, Inc.
Genpact, Ltd.
Honeywell International Inc.
JPMorgan Chase & Co.
Woodward, Inc.
White Mountains Insurance Group Ltd.

3.8%
3.7%
3.6%
3.5%
3.2%
3.1%
2.8%
2.6%
2.5%
2.4%

Portfolio Characteristics: (1)
P/E Ratio (trailing one year)
FY1 P/E Ratio (forward 4 quarters)
P/S Ratio
P/B Ratio
EV/EBITDA Ratio
Number of Holdings
Active Share

19.5x
16.8x
1.7x
3.5x
10.1x
44
92%

Recent Purchase:
PPG Industries, Inc.

Ticker: PPG

Added: October 2018

PPG is a global manufacturer of paints and coatings with sales of more than $15
billion. PPG’s products are used by customers to protect their assets from
corrosion (thus extending useful lives) and for aesthetic and functional purposes.
The industry has pricing power, as the cost of the product is typically insignificant
compared with the labor or capital costs of the customer’s application process, but
the product is critical to the end-customer’s satisfaction. The intensifying
technical specifications and performance qualifications of customers is benefiting
large sophisticated companies like PPG who can spend the necessary capital on
R&D. At the time of purchase, shares of PPG had underperformed the S&P 500
significantly over the prior 12 months as the company had been challenged by
higher raw materials costs and mixed sales growth. Our investment case for PPG is
predicated upon margin recovery through price increases and stabilization of raw
materials, renewed organic volume growth, and effective deployment of capital. If
the company can deliver on these and return to double-digit EPS growth, then
investors will likely re-rate the business higher. We purchased a 1.0% position in
October 2018.

Recent Sale:
Aetna Inc.

Ticker: AET

Sold: October 2018

We view Aetna’s Health Insurance business as attractive on a stand-alone basis
given its strong balance sheet, attractive growth profile, and reasonable valuation.
At the time of our purchase in April 2018, CVS was in the process of acquiring
Aetna, the price of which was to include a combination of $145 in cash + CVS
stock. With AET shares near $170, the cash component exceeded 85% of the share
price and left a healthy discount relative to the deal price, given that the merger
had to be approved by regulators. Fast forward to the early 4th quarter: the deal
was approved, and AET’s stock price had moved from $170 to $203. While the
potential for the combined company to deliver more basic healthcare through
existing brick and mortar CVS pharmacy stores is intriguing and worth monitoring
in the future, CVS will need to contend with a high level of indebtedness postmerger, which may prove more difficult in a more volatile market environment.
After an approximately 6-month holding period, we sold our 1.6% position in
October 2018.

