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Making the case for Europe

Quarterly Review

Q2-12



Performance for Q2-12

� Odey Allegra European returned -3.34% against MSCI Europe -2.69%.

� CF Odey Continental European returned -8.38% against MSCI TR Net 

Europe ex UK -7.62%.

� At a stock level, the best performers were Sky Deutschland, Anheuser-Busch 

InBev, Swedish Match AB and Industria de Diseno Textil S.A.
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� Infineon Technologies AG and Compagnie Financiere Richemont S.A. were the 

notable detractors.



European Equities are cheap

MSCI Europe - N12M Price to Earnings 
(Latest = 9.7)

European Valuation Premium / 
Discount Relative to USA %
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Source: MSCI, IBES, Morgan Stanley Research Source: MSCI, Morgan Stanley Research

Note: Average relative valuation across PB, PD, PCE. Sector neutral 

valuation assumes that sector weights are in-line with MSCI World 

Index.



European Equities are under-owned
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Source: Bank of America. Merrill Lynch



European Equities are Global
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Breakdown of MSCI Index exposure by geography

Exposure to developed Europe
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Policy makers understand... just
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Crisis

Policy
response

Complacency



Europe: the response

1500000

2000000

2500000

3000000

ECB balance sheet, total assets, mill eur

ECB Balance Sheet

Page 7

0

500000

1000000

1500000

1
9
9
8
 -
D
ec

1
9
9
9
 -
D
ec

2
0
0
0
 -
D
ec

2
0
0
1
 -
D
ec

2
0
0
2
 -
D
ec

2
0
0
3
 -
D
ec

2
0
0
4
 -
D
ec

2
0
0
5
 -
D
ec

2
0
0
6
 -
D
ec

2
0
0
7
 -
D
ec

2
0
0
8
 -
D
ec

2
0
0
9
 -
D
ec

2
0
1
0
 -
D
ec

2
0
1
1
 -
D
ec

Source: Haver Analytics 



The law of small numbers

2013 less pain from Spain

� Numbers have already fallen 40% below replacement demand levels
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Source:
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US Housing  

Houses are cheap ($m) Sales are rising

2.25

2.75

3.25

3.75

4.25

1
9

8
1

 -
Jan

1
9

8
3

 -
Jan

1
9

8
5

 -
Jan

1
9

8
7

 -
Jan

1
9

8
9

 -
Jan

1
9

9
1

 -
Jan

1
9

9
3

 -
Jan

1
9

9
5

 -
Jan

1
9

9
7

 -
Jan

1
9

9
9

 -
Jan

2
0

0
1

 -
Jan

2
0

0
3

 -
Jan

2
0

0
5

 -
Jan

2
0

0
7

 -
Jan

2
0

0
9

 -
Jan

2
0

1
1

 -
Jan

Median house price /Median 
income

Page 9

Source: Haver Analytics

Prices are improving Mortgage costs are declining 



Global GDP
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Source: Haver Analytics 
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How to make Money in Europe

Category Winners

Special Situation

� Richemont
� Swedish Match
� ABI
� Linde

� Sky Deutschland
� Ferrovial

25%
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Recovery

� Linde

� Electrolux
� Wolseley

55%

20%



� To outperform for investors over the investment cycle using the opportunity 

set of  European equities.

What is the objective?

How do I achieve this objective?
� Invest in companies that offer change or inflection coupled with a supportive valuation; 
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� Invest in companies that offer change or inflection coupled with a supportive valuation; 

framed within an economic context.

� These companies tend to be:

1. ‘GROWTH’  companies with dominant and improving franchises

2. ‘RECOVERY’ companies enjoying market repair

3. ‘SPECIAL SITUATIONS’ 



Richemont: Mr Porter comes to town

� Strong balance sheet 20% cash
35
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Compagnie Financiere Richemont S.A.

53.10 0.70 1.34% 9:52:32 AM VWAP:51.74 High: 59.95 Low: 25.28 Chg: 105.94%

Compagnie Financiere Richemont S.A. - Price    
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� Proven management team own 10% of 

business

� Strong structural growth profile – Cartier 

& Net-a-Porter

� Proven record of pricing power

� Low valuation 13x PER

Source: Odey internal research, Factset, 3 yrs.

The information and any opinions expressed are believed to be reliable, but accuracy and completeness cannot be guaranteed

10/09 1/10 4/10 7/10 10/10 1/11 4/11 7/11 10/11 1/12 4/12 7/12
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Swedish Match: Adventures in Snus

� Strong shareholder commitment to 

buybacks & dividends

� Growth in Scandanavia from innovation 

& market share : 
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Swedish Match AB

284.30 2.50 0.89% 9:52:39 AM VWAP:283.34 High: 294.50 Low: 133.50 Chg: 108.66%

Swedish Match AB - Price    
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& market share : 

SNUFF only 20% of tobacco mkt

� Growth in America through innovation : 

Launch of SNUS last year

� Proven record of pricing power

� Low valuation 16x PER

Source: Odey internal research, Factset, 3 yrs.

The information and any opinions expressed are believed to be reliable, but accuracy and completeness cannot be guaranteed
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Electrolux

� Strong restructuring imperative 

executed by proven management 

team

� Compelling valuation 

120
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Electrolux AB

146.30 -0.60 -0.41% 9:53:48 AM VWAP:146.67 High: 200.40 Low: 93.15 Chg: 10.00%

Electrolux AB - Price    
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Source: Odey internal research, Factset, 3 yrs.

The information and any opinions expressed are believed to be reliable, but accuracy and completeness cannot be guaranteed

� Compelling valuation 

� Profit recovery potential

� Improving competitive environment
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Sky Deutschland

� SkyD has 7% of a market that is 

significantly larger than the UK. 

Potential? BSkyB has 50% of a 

market with 10m households. 

Penetration catch-up story.
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Sky Deutschland AG

2.47 0.08 3.35% 9:53:08 AM VWAP:2.42 High: 13.97 Low: 0.81 Chg: -81.08%

Sky Deutschland AG - Price    
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Penetration catch-up story.

� Good subscriber growth continues to 

show through. Net additions in higher 

margin products, raising ARPU.

� The product suite completed in August 

2011 with the roll-out of HD, 3D and 

the addition of Sky Go to Sky +.

� Trades on 1.9x EV/Sales, 40% 

valuation per subscriber of BSkyB

Source: Odey internal research, Factset, 5 yrs.

The information and any opinions expressed are believed to be reliable, but accuracy and completeness cannot be guaranteed
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Anheuser Busch: Home Brew

� Strong track record in expanding 

margin & returns
35

40

45

50

55

60

65

Anheuser-Busch InBev

63.64 0.58 0.92% 9:55:59 AM VWAP:63.21 High: 65.15 Low: 26.29 Chg: 127.73%

Anheuser-Busch InBev - Price    
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� Strong shareholder commitment –

management own $200m of equity

� US beer market has seen volume 

declines for 3 years and yet still 

profits grow.

Source: Odey internal research, Factset, 3 yrs.

The information and any opinions expressed are believed to be reliable, but accuracy and completeness cannot be guaranteed
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Conclusion

� Strong team

� Consistent application of process

� Proven long term record

� Strong opportunity set

Swedish Match Sky Deutschland Richemont
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Anheuser BuschElectrolux

Odey analyst: 

Raj Chaudhary

Odey analyst: 

Alex Mackenzie

Odey analyst: 

Jamie Wood
Odey analyst: 

Bruce Hubbard

Odey analyst: 

Massey Lopes



Contacts

Institutional 
investors

Orlando Montagu
o.montagu@odey.com

+44 (20) 7208 1427

Fiona Jameson-Till
f.jameson-till@odey.com

+44 (20) 7208 1468

UK

Andrew Sandler 
a.sandler@odey.com 

+44 (20) 7208 1467

Europe

Lionel Dubois 
l.dubois@odey.com 

+44 (20) 7208 1425

Asia

Tricia Ho
t.ho@odey.com

+44 (20) 7208 1420

Client
Services

Andrew King
a.king@odey.com

+44 (20) 7208-1454

Sarah St.George
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+44 (20) 7208-1432
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Odey Asset Management LLP
12 Upper Grosvenor Street, London W1K 2ND

Tel: 020 7208 1400 ~ Fax: 020 7208 1401

www.odey.com

This is a marketing communication from Odey which is not intended to be viewed as a piece of independent investment research.

© 2012 Odey Asset Management LLP (“OAM”) has approved this communication which is for private circulation only, and in the UK is directed to persons who are professional clients or eligible 

counterparties for the purposes of the FSA’s Conduct of Business Sourcebook and it is not intended for and must not be distributed to retail clients. It does not constitute an offer to sell or an invitation to buy 

or invest in any of the securities or funds mentioned herein and it does not constitute a personal recommendation or investment taxation or any other advice.  The information and any opinions have been 

obtained from or are based on sources believed to be reliable, but accuracy cannot be guaranteed.  Past performance does not guarantee future results and the value of all investments and the income derived 

therefrom can decrease as well as increase. Investments that have an exposure to currencies other than the base currency of the fund may be subject to exchange rate fluctuations. This communication and the 

information contained therein may constitute a financial promotion for the purposes of the Financial Services and Markets Act 2000 of the United Kingdom (the “Act”) and the rules of the FSA. This 

communication is not subject to any restrictions on dealing ahead. The distribution of this communication may, in some countries, be restricted by law or regulation. Accordingly, anyone who comes into 

possession of this communication should inform themselves of and observe these restrictions. OAM is not liable for a breach of such restrictions or for any losses relating to the accuracy, completeness or use 

of information in this communication, including any consequential loss. Please always refer to the fund’s prospectus.  OAM whose company No. is OC302585 and whose registered office is at 

12 Upper Grosvenor Street, London, W1K 2ND, is authorised and regulated by the Financial Services Authority.


