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Sector Performance during rally

Source: FactSet



All in the space of one year!

Source: FactSet



US Credit Bubble

Source: Federal Reserve

US debt to GDP back to 1929 



Asset bubbles – let’s have some more!

“It will not be too bad this year.  Both China and 

America are addressing bubbles by creating more 

bubbles and we’re just taking advantage of that. So 

we can’t lose” he said.

Lou Jiwei, Chairman of China’s Sovereign Wealth Fund

China Investment corp. Wealth Fund Muscles Up as Markets recover: 

Reuters, August 28 2009. Societe Generale Cross asset Research



What to look out for in 2010

� Retracement in equity markets – Much of the good news already priced in.

� Return to Quality and Fundamentals – not beta but sector and stock 

specific

� Budget deficits – impact on GDP growth

� When the music stops – withdrawal of stimulus

� Unemployment – major drag to recovery

� Sluggish economic growth in OECD countries



What to look out for in 2010

� Rising bond yields - inflationary expectations

� Housing market – UK and US, commercial real estate

� Mergers & Acquisitions to rise

� Sovereign debt risks of defaults

� Regulatory changes

� Emerging and developing markets to play a key role



Capturing emerging market growth

Telecom Telefonica Spain in Latin America and Singapore Telecom 
in Asia 

Agri-chemicals Syngenta and K+S. Feeding the population growth and 
improving yield benefits

Staples Nestle , Tesco , Colgate all with strong Emerging Markets 
presence

Satellite 
companies

SES and EutelSat are growing in markets such as the Indian 
Sub-Continent and Middle East

Utilities GDF-Suez building hydro generators in Brazil and 
desalination plants in Middle East

Energy Most GVI energy names -Exxon , Chevron , Shell ,Total, ENI 
and Repsol have diverse LNG plants and major oil fields in 
countries such as Brazil, Angola and Qatar which export to 
both emerging markets like China, Korea and India as well as 
Developed Countries like Japan, Europe and US.



What GVI looks for in stocks?

Strong 
Business

Attractive Valuation

Strong
Management

� Proven track record
� Ability to grow             

shareholder value
� Clear vision

� Competitive advantage

� Strong business model

� Consistent and predictable earnings 

� Strong balance sheet

� Ability to grow earnings 

and dividends over time Companies we 
invest in



Nestle

Business
� Nestle is a globally diversified Food & Beverage 

business  - beverages, milk products, nutrition & ice 
cream, prepared dishes & cooking aids, pet care, 
chocolate & confectionary

� Nestle has a consistent track record of growing its 
food and beverage divisions faster than the market 
average. 

Management
• Nestle’s management has focused over the past 

decade in long-term sales growth of  4-6% p.a., 
focusing on nutrition and emerging markets.

• Nestle’s recent Alcon divestment and Kraft’s US 
Frozen pizza business acquisition demonstrate 
management’s commitment to delivering long-term 
shareholder value.

Balance Sheet
� After Alcon divestment and Kraft’s US frozen pizza 

business Nestle will still have CHF 4 billion in net cash 
� AA rated by S&P and Aa1 by Moodys
Valuation at Purchase (May 2006)
� PE FY1 of 16.1x
� Food & Beverage implied PE multiple of 13.5x
� Dividend yield of 2.8%
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Colgate

Business
� Colgate is the global #1 manufacturer of toothpaste, and 

has the leading share in all 20 of its largest geographies
� Market share has increased in 11 of the last 14 years. 

Global share is 45%, 3x next largest. Its market share is 
33% in China and exceeds 80% in in Latin America 

� 75% of revenue comes from outside the US, mostly 
from emerging markets

� Private label share is <1% in the US and even lower in 
emerging markets

� The company expects a material tailwind to earnings in 
2009 from declining commodity prices

Management
� Management has a terrific record of operational 

excellence, organic growth, and shareholder returns
� Focus is on continuing to gain share organically, 

innovation, and continuous improvement

Balance Sheet
� Net debt to EBITDA <1x, AA- credit rating 

Valuation
� Trading on <14x 2009 cash earnings
� Dividend yield of 2.9%



Dividend growth stocks outperform

Source: Ned Davis Research - Returns based on monthly equal-weighted geometric
average of total returns of S&P 500 reconstituted monthly

Historical total returns of stocks in S&P 500 1972 - 2006



Dividends – inherently less risky

Source:  FactSet, MSCI



Dividends – the power of compounding



Change in behaviour – information age



Robust and resilient businesses

Dividend Expectations for 2010*

� 86% of GVI stocks to maintain or increase 
dividends for 2010

� Only 14% expected to reduce dividends

*After the 3Q 09 Reporting season



Why international equities?

� Increasing concentration of Australian market

� Access to stocks and sectors not available domestically 

� Access to stocks trading at discounts to domestic 

counterparts

� Diversifying the “engine of growth” in equity portfolios

� Globalisation of financial markets



Is going overseas that different?

The CommSec

“Mums & Dads” Index
Global Equivalents

Telstra Vodafone Group, SingTel & AT&T

CBA HSBC, DBS

Woolworths Tesco & Walmart

Qantas Singapore Airlines, Cathay Pacific

AMP ING, Zurich & ABN Amro

Coles Carrefour, Sainsbury

Tabcorp William Hill & Rank Group

Suncorp-Metway Credit Agricole, BNP Paribas

IAG AXA, Royal and Sun Alliance



Market outlook - Cautious Optimism 

We are vigilant

� Repeat of 2009 rally into 2010 is unlikely 

� Expectations too high – expect markets to retrace

� Subdued growth recovery – need for more realistic expectations

Reasons for some optimism

� Unlikely to test March 09 low this year, liquidity conditions have improved

� Equities not expensive versus bonds

� Earnings downgrade near an end 

� Strong balance sheets, free cash flows and dividends will matter

� Increasing importance of dividend yield to total return



License information & Disclaimer

� Treasury Group Investment Services Limited (“TIS”) is the responsible entity  for the GVI Global Industrial Share Fund (the 
“Fund”).  Applications can only be made on the form in the current Product Disclosure Statement dated 16 December 2008, or 
through IDPS products that include this Fund.  The Product Disclosure Statement can be obtained by contacting Global Value 
Investors www.gvi.com.au Potential investors should consider the Product Disclosure Statement before deciding whether to 
invest or continue to invest in the Funds.

� While the information contained in this presentation has been prepared with all reasonable care, Global Value Investors Limited 
(GVI)  and Treasury Group Investment Services Limited (TIS) accept no responsibility or liability for any errors or omissions or
misstatements however caused.  This is not personal advice and is not intended to constitute a securities recommendation. This 
information has been prepared without taking account of your objectives, particular needs or financial situation.  Statements of
opinion are those of GVI and TIS unless otherwise attributed.  Except where specifically attributed to another source, all figures 
are based on GVI and TIS research and analysis. 

� TIS has also appointed the staff of Investors Mutual Limited (IML) as authorised representatives to provide general product 
advice in relation to this Fund.  As the licensee, TIS will be responsible for any financial services provided by TIS on behalf of 
GVI, and for the conduct of GVI and IML staff in their capacity as authorised representatives of TIS. 

� This presentation is given by an authorised representative of TIS.

� Investors should be aware that past performance is not indicative of future performance.  Returns can be volatile, reflecting rises 
and falls in the value of underlying investments. Potential investors should seek independent advice as to the suitability of the 
Fund to their investment needs. The fact that shares in a particular company may have been mentioned should not be 
interpreted as a recommendation to either buy, sell or hold that stock. 

� The prospective P/E ratios and dividend yields referred to in this presentation constitute estimates which have been calculated 
by GVI’s investment team based on GVI’s investment processes and research. 


