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Problem #1 
Most of the developed world is drowning in debt.. 
 
 
Net foreign assets of various countries as % of GDP 
Net foreign assets as % of GDP - selected countries 

 

Source: IMF, Stratton Street Capital 
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Problem #2 
Interest rates in their historical context 
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Yet bonds have never been more expensive.. 
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Yet bonds have never been more expensive.. 
 

UK long bond yield, 1750 to 2014 
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Source: Thomson Reuters, Credit Suisse 



And stock markets aren’t necessarily cheap.. 
 

Shiller p/e for the S&P 500 index, 1881 to 2014 

Source: Robert Shiller. Mean Shiller p/e: 16.5 
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The pragmatic response ? 
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The pragmatic response ? 
 
 
• Ignore indices 
• Concentrate on value 

 
 
 
 

“Investors do not make mistakes, or bad mistakes, in buying good stocks at fair 
prices. They make their serious mistakes by buying poor stocks, particularly the 
ones that are pushed for various reasons. And sometimes – in fact very frequently 
– they make mistakes by buying good stocks in the upper reaches of bull 
markets.” 
      - Benjamin Graham. 
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The pragmatic response ? 
 
 
• Ignore indices 
• Concentrate on value 

 
Why owning popular global brands can be dangerous 
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The pragmatic response ? 
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The top ten holdings of a popular global equity fund 
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Stock Price / book Price / earnings  

Microsoft 4.3 16.8 

Reckitt Benckiser 6.2 20.2 

Dr Pepper Snapple 5.6 18.4 

Unilever 6.7 20.6 

Stryker 3.4 17.2 

Imperial Tobacco 5.5 13.3 

Kone 10.8 20.5 

Pepsico 6 20.4 

Becton Dickinson 4 18.1 

Intercontinental Hotels N/A 25.1 



The pragmatic response ? 
 
 
• Ignore indices 
• Concentrate on value 
• Don’t overlook Asia 
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Feeding the Orang-utans in Omaha Zoo 
 
 
 
 

 
 
 
 
 

18 

Source: Omaha Zoo 



Some metrics naturally lend themselves to value investing 
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Invest with real value specialists 
 
What we require of the stocks we seek: 
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Invest with real value specialists 
 
What we require of the funds we seek: 
 
 
 

 
 
 
 

21 



There is real value in Japan 
 

 
 
 

• 25 years in the wilderness 
• 57% of Topix companies are 

covered by 2 or fewer 
analysts 

• The BoJ has pledged to 
double the Japanese 
monetary base (so hedge 
your yen exposure) 
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Compelling returns from Ben Graham ‘Net-Net’ investing 
 

Net-Net stocks in the US between 1970 and 1983 

 
Mean return for the index: 11.5% per annum 
 
Mean return for Ben Graham 'Net-Nets': 29.4% per annum 
 
(Source: Professor Henry Oppenheimer: ‘Ben Graham's Net Current Asset Values: A Performance Update’) 

 
 

Net-Net stocks globally between 1985 and 2007 

 
Mean return for the index: 17% per annum 
 
Mean return for Ben Graham 'Net-Nets': 35% per annum 
 
(Source: James Montier: ‘Graham's Net-Nets: Outdated or Outstanding ?’) 
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Invest with real value specialists 
 
Fund statistics for a dedicated Japan value fund 
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Invest with real value specialists 
 
Company statistics for a North American holding company 
operating in financial services and insurance 
 
 
 
 
 
 
 

 
 
 
 

• Compound annual 
growth of 21.3% in 
book value per 
share – over nearly 
30 years 

• Business currently 
trades on a price / 
book of 1.26x  

• Price / earnings ratio 
of 8 
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Invest with real value specialists 
 
Share price performance for a Dutch holding company with 
diversified business interests (vs AEX Index) 
 
 
 
 
 
 
 

 
 
 
 

• Annualised share 
price growth of 
over 16% - over 
25 years 

• Price / earnings 
ratio of 14 

• Dividend yield of 
4% 
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And finally.. 
“..I can only tell you that the secret has been out for 50 years, ever 
since Ben Graham and David Dodd wrote ‘Security Analysis’ [and 
ever since Ben Graham followed up with ‘The Intelligent Investor], 
yet I have seen no trend toward value investing in the 35 years 
that I’ve practised it. There seems to be some perverse human 
characteristic that likes to make easy things difficult..  

 

“There will continue to be wide discrepancies between price and 
value in the marketplace, and those who read their Graham and 
Dodd will continue to prosper.” 

 

- Warren Buffett in the Appendix to ‘The Intelligent Investor’. 
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Questions ? 
Disclaimer: 

 

Trust no-one. 
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