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Portfolio Commentary

Top 10 Holdings2

As at 30 June 2018

Stock Country Weight

Revlon US 17.6%

AMC Entertainment Holdings US 13.3%

Aimia Canada 13.3%

KT Corp Korea 7.5%

Village Roadshow Australia 6.6%

CMIC Holdings Japan 5.2%

Jardine Strategic Holdings Singapore 4.9%

International Game Tech US 4.7%

Intralot Greece 4.5%

ABS-CBN Holdings Philippines 3.8%

Country Allocation2
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Performance1 – 30 June 2018

MGVEF 
(Class P)

Index (AUD)
Excess 
Return

1 Month 2.7% 1.9% 0.8%

3 Months (1.4%) 4.4% (5.8%)

1 Year n/a n/a n/a

Since Inception (3.6%) 10.5% (14.1%)

Fund Details

Index
MSCI All Country World Index 
(ACWI) Net Total Return in AUD

Fund Inception Date 13 June 2017

Class P Inception Date 13 October 2017

The Mittleman Global Value Equity Fund declined 1.4% in Q2 2018, 
underperforming the MSCI ACW Net Total Return Index which 
delivered +4.4%. 

In Q2, the top three performing stocks, from a contribution standpoint, 
were Aimia (+31.0%), AMC Entertainment (+13.1%) and HC2 
(+11.0%). The bottom three performing stocks, from a contribution 
standpoint, were Revlon (-13.1%), Village Roadshow (-22.4%) and 
Sberbank (-22.1%).

Detailed portfolio commentary for Q2 2018 follows on the next page.

1. Performance figures are presented in AUD on a net, pre-tax basis and assume the reinvestment of distributions. Past performance is not an indicator of 
future performance. Figures in the table may not sum correctly due to rounding.
2. Portfolio holdings, country allocation and sector allocation of MGVEF are as of 30 June 2018 and are subject to change and should not be considered 
as investment recommendations to trade individual securities. Country allocation does not include cash. The securities herein identified and described do 
not represent all of the securities purchased, sold or recommended for client accounts. The reader should not assume that an investment in the securities 
identified was or will be profitable. There is no assurance that any securities discussed herein will remain in the portfolio at the time you receive this report, or 
that securities sold have not been repurchased. There can be no assurance that investment objectives will be achieved.
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Portfolio Statistics3 Sector Allocation4

As at 30 June 2018

MGVEF Index

Weighted Avg Market Cap US$4,926m US$16,257m

Median Market Cap $US779m US$5,942m

EV/EBITDA 6.0x 11.3x

Price/FCF 8.9x 18.8x

Free Cash Flow Yield 11.3% 5.3%

Number of Securities 18 2,781

Consumer 
Discretionary

50.3%

Consumer 
Staples
21.6%

Financials
6.8%

Telecommunication 
Services

7.5%

Healthcare
5.2%

Industrials
7.8%

3. Portfolios statistics are reported in USD and are as at 30 June 2018. The statistics are updated in the report as at the end of each quarter. 
4. Portfolio holdings, country allocation and sector allocation of MGVEF are as of 30 June 2018 and are subject to change and should not be considered 
as investment recommendations to trade individual securities. Country allocation does not include cash. The securities herein identified and described do 
not represent all of the securities purchased, sold or recommended for client accounts. The reader should not assume that an investment in the securities 
identified was or will be profitable. There is no assurance that any securities discussed herein will remain in the portfolio at the time you receive this report, or 
that securities sold have not been repurchased. There can be no assurance that investment objectives will be achieved.
5. All dollar amounts within this report are in USD unless otherwise stated.

Looking back over the last few years, MIM hit an interim peak in 
its performance on 31 August 2014 and the results of its firm wide 
performance composite (the MIM Composite) over the 3 years 
and 10 months since then have been brutal. As often is the case in 
value investing, and in MIM’s past experience specifically, streaks of 
significant under-performance have always been followed by a more 
than offsetting rebound. Usually this follows within a compressed 
timeframe, thus making the wait, and the endurance of the pain, 
worthwhile. MIM remains supremely confident that its recent stretch 
of poor returns (and time spent sowing seeds) will be resolved in a 
similarly satisfying manner once the harvesting season resumes. 

MIM’s track record since the USD MIM Composite’s inception on 
31 December 2002 is 14.5% net of fees vs. 9.8% from the S&P 500 
total return index, such that $1M invested with MIM at inception 
would be worth $8.179M on 30 June 2018, versus $4.243M from the 
S&P 500 over that same 15.5 year time period. And the most recent 
Broadridge/Lipper ranking available, for the 10-year period ending 31 
March 2018, has MIM ranked #3 out of the 416 managers in Lipper’s 
international/global equity universe (report available upon request).

Sticking to it through the tough times is obviously easier said than 
done. MIM does so by focusing on intrinsic value, as best as it can 
appraise it, and by taking advantage of irrational market pricing. It 
does not take instruction from it. MIM’s holdings are trading, on 
average, at 9.3x free cash flow (vs. the popular indices trading at 
roughly double that) and comprised of companies with, in general, 
far less resilient economic characteristics than MIM’s holdings 
possess. 

The 141% upside potential in the portfolio to reach MIM’s 
appraisal of current fair value is the largest distance away from fair 
value that its portfolio has traded in nearly a decade. 

Some colour on select holdings in the Mittleman Global Value Equity 
Fund follows:

Aimia (AIM CN) 
In Q1, Aimia was MIM’s biggest detractor from that quarter’s 
performance. In Q2, it was a top contributor: $1.34 to $1.76 (+31%). 
During Q2, MIM’s two director nominees (Jeremy Rabe and Phil 
Mittleman) were affirmed to the Board at the company’s annual 
general meeting of shareholders on 27 April 2017. On 8 May, Jeremy 
Rabe was named President and Chief Executive Officer, replacing 
David Johnston, who exited shortly after MIM’s nominees joined the 
board. Jeremy was the founding CEO and a member of the Board 
of Directors of Aimia’s 49% owned JV with Aeromexico, Premier 
Loyalty & Marketing, and was responsible for the management of 
Club Premier, Mexico’s leading coalition loyalty program, from its 
inception in 2010 through 2014, a period of outstanding growth. 

Aimia remains one of the most exciting investment opportunities 
in the public markets today. MIM’s sum of the parts valuation is 
C$10.00 (USD 7.50), which is 4.25x the quarter-end price.

AMC Entertainment (AMC)  
AMC was MIM’s second best performing stock of Q2, but the move 
up was surprisingly muted given the explosive rebound in the box 
office. Q2 2018 saw box office receipts soar to an all-time record, 
not just for any Q2, but for any quarter in history. The box office was 
up 9.6% YTD, making 2018 the first year to surpass the $6B total box 
office mark so quickly. 

AMC dropped from $35.50 on Dec. 31, 2016 to $10.80 on Nov. 
17, 2017 as the box office declined 2.7% last year. This year, the 
box office is up 9.6% YTD and breaking all-time records again, yet 
AMC is only back up to $15.90, with a nearly 20% FCF yield and a 
5% dividend yield. AMC is also benefitting from share buybacks, 
cost cutting efforts and non-core asset sales that have reduced 
leverage. 

AMC Stubs loyalty program reached 15M members, up from 2.5M 
members just over 2 years ago when CEO Adam Aron revamped 
the program. The company also said that it was considering an IPO 
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of its European division in London as valuations for movie theaters 
in Europe are generally much higher than in the U.S., offering an 
attractive deleveraging option. Yet AMC’s share price has recovered 
less than half of what it lost in 2017, while nearly 30% of the float 
remains short. 

With the box office hitting new records almost every 2-3 years, 
MIM believes the numbers speak for themselves, and the stock 
will not be able to stay this low for much longer, as MIM looks 
for $32 per share in fair value (9x EBITDA of $950M, 12x FCF of 
$350M), up 101% from the current price of $15.90.

HC2 Holdings (HCHC)  
HC2 Holdings on May 2nd announced the sale of BeneVir BioPharm, 
a developmental-stage biotech company focusing on oncolytic viral 
immunotherapy, in which HC2 held a 76% stake. HC2 paid just $8M 
for its stake in BeneVir, which MIM was using in its estimates of 
NAV. This transaction provided a net of $85M in cash at closing to 
HC2, plus additional contingent payments of up to $900M based on 
achievement of certain predetermined milestones. 

The up-front cash component alone increased HC2’s NAV by nearly 
$2/share (raising MIM’s estimate from $10 to $12/share), without 
handicapping the likelihood of the future milestone payments 
coming in from the acquirer, Janssen (a pharmaceutical company 
owned by Johnson & Johnson). 

To put into perspective the full value creation that would take 
place in the event those milestones were achieved ($900M) 
represents an additional $17 per share in value to HCHC holders 
(vs. a current price of $5.85), the receipt of which would be spread 
out over many years. 

MIM believes there are additional monetisation opportunities 
within HC2’s business mix, of similar or greater size than Benevir. 
Management has also expressed its intent to lower the cost of 
capital through a global refinancing of its debt (due 1 December 
2019). This should produce significant savings on interest expense, 
and possibly allow for share buybacks. 

Revlon (REV)  
Revlon dropped further after missing Q1 2018 estimates released 
on May 10th. There were plenty of good data points to recognise, 
such as 25% growth in online sales, 25% growth in China, 25% 
growth in the travel (airport) sales channel, continued growth from 
the Elizabeth Arden business and international sales in general. 
Nonetheless, the transition to SAP software at Revlon’s main 
manufacturing facility in Oxford, NC caused major disruptions in 
shipments and a significant loss of sales. The problem has since 
been solved, and shipments are back to normal now, but the 
misstep compounded negative sentiment around the shares. Revlon 
appointed its first ever female CEO in the company’s 86-year history 
on 23 May, Ron Perelman’s 44-year old daughter, Debra, who has 
worked at Revlon and with the parent company since 1998. MIM 
will get a glimpse of her game plan when Revlon reports Q2 results 
on 3 August.

Revlon’s interim peak of $41.67 occurred in April 2015. Today it is 
$16.60 (-60%) after 3.25 years. Its closest comp, Coty (COTY) peaked 
at $32.20 in July 2015, and today is $13.78 (-57%) over 3 years. And 
newcomer to the mass market color cosmetics space, e.l.f. Beauty, 
Inc. (ELF), dropped from a high of $32.54 in Nov 2016, to $15.33 
(-53%) today. Unless the U.S. mass market for color cosmetics is truly 
in secular decline (MIM thinks not), the multi-decade proven players 
(Revlon and Coty, including Cover Girl, Rimmel) should rebound 

sharply. 

MIM thinks Revlon can reach $3.1B in sales in 3 years (a 4.7% 
CAGR from $2.7B currently), and the EBITDA margin should 
recover substantially to 16% (currently 10%, peak was 21%). That 
is roughly $500M in EBITDA, which should convert $200M to FCF. 
At 13.3x EBITDA and 20x FCF the stock should be $75 per share 
then, 4.6x the current price of $16.30 and a 66% CAGR over each 
of the next 3 years.

Intralot (INLOT GA)  
Intralot saw its stock fall 18% in Q2 for reasons mostly unrelated to 
its business operations. At first, a Greek online news service wrongly 
tied the company to a short-seller’s report on FF Group (FFGRP 
GA) which owns retailer Follie Follie and with which Intralot has 
no connection whatsoever. That caused instant and severe panic 
selling. The short-seller himself claimed he had no position or report 
to issue on Intralot, and yet the stock did not fully recover, despite 
aggressive stock buyback activity by the company and significant 
insider buying. 

Beyond that, it was weakness in the emerging markets where 
Intralot does significant business that weighed on the stock for the 
remainder of the quarter. In particular, their operations in Turkey and 
Argentina were affected by currency weakness in those countries.

Intralot is bidding on the Pennsylvania State lottery contract, with 
the results due soon. Although not part of MIM’s fair value estimate, 
a win there would likely increase their U.S. EBITDA by a very large 
amount. 

Intralot is actively considering doing an IPO for its U.S. division, and 
MIM would expect an 8x to 10x EBITDA valuation whereas in Greece 
the Intralot parent company trades at 5.5x EBITDA. 

MIM thinks the timing for an IPO of Intralot’s USA division couldn’t 
be better given the recent legalisation of sports betting there. This is 
a business where Intralot already has major scale and it should win 
some significant contracts there.

Village Roadshow (VRL AU)  
MIM started buying Village Roadshow in Q1 2017, at half the price 
it was a year and a half prior, with the simple expectation that theme 
park attendance would revert to normal within a reasonable time 
frame after the fatal accident at Dreamworld (owned by Ardent 
Leisure, AAD AU). The stock appeared too cheap if that were to be 
the case. 

Nearly a year and a half later, the attendance is still way off, and 
the stock is half of what MIM initially paid. MIM bought more 
recently to lower its average cost and take advantage of a now truly 
extraordinary level of undervaluation for such a well-positioned 
collection of businesses. Theme park attendance should eventually 
recover, and Village Roadshow has interesting growth opportunities 
in Asia as well as the exclusive franchise for Top Golf in Australia. The 
first ‘range’ they just opened in June: https://topgolf.com.au/

Village Roadshow (VRL A$1.86), just completed a rights offering at 
A$1.65 in which the 41% controlling shareholders (Burke & Kirby) 
fully subscribed by investing a further A$21M into the shares. It 
currently trades at barely 5x EBITDA (2019, calendar estimated). 

MIM sees the shares nearly tripling from current level to get to 
MIM’s estimate of fair value, a target valuation of only 9x EBITDA 
and 14x FCF. Ardent Leisure (AAD AU A$2.05), despite being the 
cause of the accident that disrupted the industry so severely, is 
already trading at 10x EBITDA now.
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Mittleman Investment Management, LLC (MIM) is an SEC-registered investment advisor based in New York that pursues superior returns 
through long-term investments in what it deems to be severely undervalued securities, while maintaining its focus on limiting risk. It invests 
in businesses that are proven franchises with durable economic advantages, evidenced by a well-established track record of substantial 
free cash flow generation over complete business cycles, and only when the very low valuation at which the investment is made provides 
a significant margin of safety. MIM’s value-oriented strategy is to invest in a concentrated portfolio (usually between 15 to 20 securities) of 
primarily common stocks, unrestricted as to market capitalisation, and in both developed and emerging markets.

Investment Strategy

For more information contact: Natalie Hall on 
+61 2 9328 6445 or nataliehall@brookvine.com.au

The use of the MSCI ACWI herein has not been selected to represent an appropriate benchmark with which to compare against an 
investor’s performance in the Mittleman Global Value Equity Fund (MGVEF), but rather it has been provided to allow for comparison of such 
performance to that of a certain well-known and widely recognised broad-market index. The MSCI ACWI is an unmanaged index compiled by 
MSCI. The index is weighted by market capitalisation and its returns include the reinvestment of dividends. The index does not account for 
transaction costs or other expenses which an investor might incur in attempting to obtain such returns. The index was taken from published 
sources and deemed reliable. You cannot invest directly in an index.  Investments made by Mittleman Investment Management, LLC (MIM) 
for its clients’ portfolios including MGVEF differ significantly in comparison to this (and any other) index in terms of security holdings, industry 
weightings, and asset allocations.  Accordingly, investment results and volatility will differ from those of the benchmark. 

Mittleman Investment Management, LLC (“MIM”) claims compliance with the Global Investment Performance Standards (GIPS®).  MIM is an 
SEC-registered investment adviser.  The MIM Composite includes all fully discretionary separately managed accounts which follow the firm’s 
investment strategy, including those accounts no longer with the firm.  MIM’s value-oriented strategy is to invest in a concentrated portfolio 
of primarily common stocks, unrestricted as to market capitalization, of both domestic and international companies. The U.S. Dollar is the 
currency used to express performance for the MIM Composite. MIM Composite performance presented prior to January 2006 occurred while 
Christopher Mittleman was affiliated with a prior firm and he was the only individual responsible for selecting the securities to buy and sell. 
Past performance is not a guarantee of future results. Margin is not an active part of the management of the accounts but may be used on 
an opportunistic basis if permitted by the client.  Investments made by MIM for its clients differ significantly in comparison to the referenced 
indexes in terms of security holdings, industry weightings, and asset allocations.  Accordingly, investment results and volatility will differ from 
those of the benchmarks. The Global Investment Performance Standards are a trademark of CFA Institute. CFA Institute has not been involved 
in the preparation or review of this report.  For more information or for a copy of MIM’s fully compliant presentation and the firm’s list of 
composite descriptions, please contact MIM at (212) 217-2340.

Portfolio statistics are reported in USD and are as at 30 June 2018. The statistics are updated in the report as at the end of each quarter. All 
dollar amounts within this report are in USD unless otherwise stated.

All information provided herein is for informational purposes only and should not be deemed as a recommendation to buy or sell securities.  
All investments involve risk including the loss of principal. MIM is exempt from holding an Australian Financial Services Licence pursuant 
to ASIC Class Order 03/1100 ‘Relief for US SEC regulated financial service providers’ in respect of the financial services it provides to 
Wholesale Clients, and is not licensed to provide financial services to retail clients, in Australia. MIM is regulated by the Securities and 
Exchange Commission of the United States of America under US laws, which differ from Australian laws. The analyses and conclusions of 
MIM contained in this presentation include certain statements, assumptions, estimates and projections that reflect various assumptions 
by MIM concerning anticipated results that are inherently subject to significant economic, competitive, and other uncertainties and 
contingencies and have been included solely for illustrative purposes.  No representations, expressed or implied, are made as to the accuracy 
or completeness of such statements, assumptions, estimates or projections or with respect to any other materials herein.

This document has been prepared and issued by MIM and is intended for the general information of ‘wholesale clients’ (as defined in the 
Corporations Act 2001) only. Equity Trustees Limited (Equity Trustees) (ABN 46 004 031 298, AFSL 240975) is a subsidiary of EQT Holdings 
Limited (ABN 22607 797 615), a publicly listed company on the Australian Securities Exchange (ASX:EQT). Equity Trustees is the Responsible 
Entity of the Mittleman Global Value Equity Fund (ARSN 161 911 306). This document is neither an offer to sell or a solicitation of any offer 
to acquire interests in any investment. The information contained in this document is of a general nature only. Accordingly, reliance should 
not be placed on this information as the basis for making an investment, financial or other decision.  In preparing this document, MIM has 
not taken into account the investment objectives, financial situation and needs of any particular person. Before making any investment 
decision, you should consider whether the investment is appropriate in light of those matters. Whilst every effort is taken to ensure the 
information in this document is accurate, MIM provides no warranty as to the accuracy, reliability and completeness of the information in 
this document and you rely on this information at your own risk. To the extent permitted by law, MIM disclaims all liability to any person 
relying on the information contained in this document in respect of any loss or damage (including consequential loss or damage) however 
caused, which may be suffered or arise directly or indirectly in respect of such information. Past performance is not a reliable indicator of 
future performance. The return of capital or any particular rate of return is not guaranteed.

Important Notes


