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The contents and investments on this document are not designed or intended for those who reside in jurisdictions where they are not authorized. The information
contained in this document does not constitute an offer to buy or sell shares. The net asset value per share is subject to market fluctuations, that can lead to either
positive or negative returns, and that may cause a loss of principal. Please read the last page of this document for Important Information. Past results are neither a
guarantee nor a reliable indicator of future performance.

ELCANO SICAV returned -5.4% in the first nine of 2017. Since inception in December 2009, cumulative
performance is 74.7%, net of fees and expenses, equivalent to a compound annual return of 7.4%,
exceeding our LT goal of inflation + 5% (6.5%).

Relevant changes during the past three months:

• Investment of 5% of the NAV in the American wholesale distributor of business essentials Essendant
(ESND:US), formerly known as United Stationers. With revenues of $5bn and $700mn in stock, it
distributes 190,000 products to 29,000 customers, through 70 distribution centres and a fleet of
480 trucks. It has next-day nationwide capability with a fill rate of 97%. Private label represents
15% of sales.

75% of office products are carried by two national resellers - OfficeDepot and Staples -, with the
balance in the hands of a few wholesale distributors such as Essendant or S.P. Richards. Wholesale
distributors deliver 75% of the products to independent resellers, 15% to e-tailers and 10% to
national resellers.

In the past few years, Essendant has diversified away from office products, in secular decline and
currently constituting 50% of its sales, into growing categories with higher margins like janitorial
and foodservice (30% of sales), industrial, automotive and commercial furniture.

The category of traditional office products is being challenged by the digitization of the workplace
(paperless) and the growth of e-commerce at the expense of the brick-and-mortar channel. The
main consequences are: price pressure due to the transparency brought by the e-tailers, channels
blurring with resellers looking for access to new categories, consolidation among the independent
resellers and pure e-tailers requiring first-class sourcing and distribution. In this environment,
Essendant´s assortment, distribution network and value-added services continue to play a vital role
in the value chain.

Essendant´s competitive advantage is based on economies of scale and scope (network, purchasing
power and product breadth), a shared platform for the office and JanSan category (one shipment,
one invoice), an intimate knowledge of product and customer´s needs, and value added services
such as wrap and label or drop-ship.

Management´s priorities can be summarized in price and product optimization, stabilization of the
JanSan channel after the platform consolidation, network efficiency, the development of the
industrial and automotive channels and inventory control.
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The main threats are increased competition, the dependency on the relevance of the independents,
the development of the growing channels and dealing with the structural decline in the traditional
office channel.

We paid 0.21x sales and 4.8x normalized EBITDA (at 4.5% margin) against an historical average of
0.36x sales and 8x EBITDA, the typical multiple for a distributor. Debt represents 60% of working
capital and 3.5x the current EBITDA.

• We raised our position in Babcock&Wilcox (BW:US) to 10% of the portfolio. We currently hold 5%
of the share capital. As George Soros likes to say “We went to the jugular”. We took advantage of
the liquidation that took place after B&W announced further contract losses in the UK renewable
projects, triggering a covenant breach. B&W has already renegotiated its credit policy and has
enough cushion to allow for some additional provisions. After reassessing the situation and
spending significant time with management, we concluded this was an exceptional risk-reward.

In July´s report we talked about B&W´s advantages, strategy and valuation, the most relevant
factors over the medium and long term. That said, B&W faces a 9 month challenge consisting of the
completion of the 4 UK projects ($200mn in backlog) without suffering major deviations from the
financial plan agreed with the banks. The problem has its origin in subcontractors´ delays in
construction (particularly in piping work) for which B&W is financially responsible as its contract is
fixed price and covers the whole project scope. For the future renewable projects, B&W will
establish a LT partnership with a construction company, limiting its scope to its technologies,
basically the boiler and the grate.

We do think that in the worst case scenario of further major contract losses, B&W has options
including a partial or full sale. An enterprise value today below $400mn against a normalized
EBITDA above $100mn constitutes an ample margin of safety. We should not forget that B&W is a
global leader in a concentrated industry, with a unique brand, excellent reputation, global presence,
great technology and a large installed base that feeds a highly recurrent aftermarket business.
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The portfolio of 19 stocks trades at 7.1x 2018E earnings and 4.6x normalized, 0.7x book value and
carries a 60% discount to our fair value estimate.

As pointed out in past reports, we think that the best tool to understand ELCANO´s evolution is the
Value-Price Chart that we attach in the report and is updated monthly at www.elcanosicav.com. It is
based on the premise that value and price, in the long run, should grow at the same rate. Value is
mostly under our control, with the key lever being capital recycling (buying at a discount and selling at
fair price and repeat). The price (NAV) fluctuates in the short term for reasons no one can control. But
in the LR, both should converge. During 2017 we have been able to increase the value substantially,
whilst the NAV is slightly down, implying that today ELCANO is a better opportunity that in December
2016.

By industries, 50% of the assets are invested in industrials, 30% in energy, 15% in materials with the
balance in consumer discretionary. These 4 sectors weight 40% in the global market capitalization. We
have nil exposure to tech, pharma, consumer staples, telecoms and utilities. In addition, the portfolio is
comprised mainly of small and midcaps. In consequence, we should expect significant deviations from
the indices in the short term.

It is in these particular sectors and types of companies where nowadays we are able to find attractive
opportunities, in a market that we view it as highly polarized. The extreme valuations found in large
caps, hot industries or those perceived as bond proxies are in stark contrast with the excellent value
found in the neglected. These quite recurrent phenomenon is completely logical, as money should
always come from somewhere. Today, there are more relevant than ever Ben Graham´s wise words:
“In the short run, the market is a voting machine but in the long run, it is a weighing machine”.

We want to emphasize that the portfolio is adequately diversified, given that included in the same
sectors are companies exposed to very different risks and markets. As an example, a bus company in
the US like FirstGroup and a holding whose main business is marine car transportation (Wilhelm
Wilhelmsen) are both part of the industrial sector. However, oil prices generally influence car sales in
an opposite way. In investing, the devil is in the detail.

Fundamentals are getting better confirming our thesis that after the industrial recession that started in
summer 2014, a stabilization would follow and then a recovery that would probably culminate in a
cyclical peak by the end of the decade. The economy has moved from the stabilization phase into the
recovery phase.
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Investment Objective and Strategy

ELCANO SICAV is a long-only value-oriented global fund that seeks to achieve the highest
compound annual return in the long run, with a minimum of the inflation rate plus 5%.

Our investment approach is based on five principles:

• Thorough research
• Independent thinking and keeping emotions under control
• Buying at a discount
• Investing in good businesses
• Keeping a concentrated portfolio

The relation with investors is based on transparency and commitment.

Past results, and the return objective mentioned above, are neither a guarantee nor a reliable indicator of future performance.

We will provide more detail in the upcoming quarterly call that you are welcomed to attend by dialling +34 
911 128 615. It will take place on Wednesday 11 of October at 13:00 CET.  We will try to answer any question 
you want to previously send to marc.batlle@elcanosicav.com . The call will last 45 minutes and will be held in 
Spanish. 

Thank you for your trust and please do not hesitate to contact us should you have any queries. 

All the best,
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Investment Universe
Asset Management Company
Depositary
Advisor
Auditors   
Regulator 
Listed Market
Management & Advisory Fee
Annual Performance Fee
Depositary Fee
ISIN Code
Inception Date (new Board)   
Currency
Liquidity  
Asset Under Management
Number of Shareholders
Bloomberg Code
Ticker

Global equities
Credit Suisse Gestion, SGIIC 
Credit Suisse AG, Suc. España
Batlle & Fernandez Partners EAFI
Deloitte
CNMV 
Mercado Alternativo Bursatil
1.50% per annum 
10% above 5% level (with HWM)
0.075% per annum
ES0118626037
1st December 2009   
EUR 
Daily
€57,987,499 (09/30/2017)
509 (06/30/2017)
CIF SM<equity>
S0646

:
:
:
:
:
:
:
:
:
:
:
:
:
:
:
:
:
:

ELCANO SICAV is a long-only value-oriented global fund that seeks
to achieve the highest compound annual return in the long run,
with a minimum of the inflation rate plus 5%.

Our investment approach is based on five principles:
• Thorough research
• Independent thinking and keeping emotions under control
• Buying at a discount
• Investing in good businesses
• Keeping a concentrated portfolio

The relation with investors is based on transparency and
commitment.

Investment Objective and Strategy

Main Terms

Asset Distribution

Sector Distribution

Geographical Distribution  

Top Holdings

Capitalization Distribution

Asset Class

Equities 99%

Fixed Income 0%

Cash 1%

Sector

Industrial 48%

Energy 28%

Commodities 14%

Consumer Cyclical 9%

Financial 0%

Telecom 0%

Technology 0%

Consumer Staples 0%

Insurance 0%

Utilities 0%

Health & Pharma 0%

Capitalization

Below €1bn 41%

€1bn  to  €5bn 55%

Above €5bn 4%

Net Asset Value:  €17.28 euros (09/30/2017)
Source: Credit Suisse Gestion S.G.I.I.C., S.A.

Region

US 75%

Asia ex-Japan 9%

Europe 7%

UK 6%

Latam 3%

Japan 0%

Switzerland 0%

Company Sector 

Babcock & Wilcox Industrial

TimkenSteel Industrial

Diamond Offshore Oil & Energy

Vallourec Materials

Rayonier Advanced Materials Materials

Increase/ In Decrease/ Out

Essendant (ESND:US)

Babcock&Wilcox (BW:US) 

Portfolio Recent Actions

Currency Exposure

The net asset value per share is subject to market fluctuations, that can lead to either
positive or negative returns, and that may cause a loss of principal. Past results, and the
return objective mentioned above, are neither a guarantee nor a reliable indicator of future
performance. Please read the last page of this document for Important Information.

 

Includes FX Hedging
EUR 67%
USD 29%
GBP 4%
CHF 0%
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Return and Volatility Data

Source: Credit Suisse SGICC, Bloomberg, ELCANO SICAV

Return

Year 2017 (Year-to-date) -5.4%

Year 2016 +49.0%

Year 2015 -23.5%

Year 2014 -4.2%

Year 2013 +32.6%

Year 2012 +10.4%

Year 2011 +3.8% 

Year 2010 +10.7%

Year 2009 (From 1st to 31st Dec 2009) +0.4%

Since inception (1st Dec 2009) +74.7%

Volatility 18.7%

Source: Thomson Reuters (Daily data)

ELCANO SICAV NAV vs. Fair Value  (Since Dec 2009)

Source: ELCANO SICAV, Thomson Reuters

ELCANO SICAV  NAV vs. Other Major Equity Indices (Since Dec 2009)

Risk & Reward Profile (SRRI)

ELCANO SICAV’s “SSRI” rating: 6 in a risk metric going from 
1 up to 7. 

The SRRI represents the risk and return profile present in
the Key Investor Information Document (also called “DFI”,
or “Datos Fundamentales para el Inversor”). The lowest
category does not imply that there is no risk. The SRRI is not
a guarantee and may change over time. Current risk level
based on the historical volatility data for the last 5 years.

Source: DFI Document (“Datos Fundamentales para el
Inversor”); www.cnmv.es

Recommended investment time horizon: 5+ years 

The contents and investments on this document are not designed or intended for those who reside in jurisdictions where they are not authorized. The information
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This information has been furnished to you upon request and solely for your information and may not be
reproduced or redistributed to any other person. It is not intended as an offer or solicitation with respect to
the purchase or sale of shares of the Sicav.

The contents of this document are based upon information believed to be reliable, however, save to the
extent required by applicable law or regulations, no guarantee, warranty or representation (expressed or
implied) is given as to its accuracy or completeness. This document is not aimed at persons who are
residents of any country, including the United States of America, where the Fund or sicav referred to
herein are not registered or approved for marketing and/or sale or in which the dissemination of
information on the sicavs or services is not permitted.

Investments are subject to, either directly or by the investment in other investment companies, market risk,
interest rate risk, currency risk, credit risk, liquidity risk, country risk and geographic and industry risk. As a
consequence, the net asset value per share is subject to market fluctuations, that can lead to either positive
or negative returns, can be very volatile. The price of shares/units can go down as well as up, and may be
affected by changes in rates of exchange. An investor may not get back the amount invested. As per the
sicav’s public prospectus available at the CNMV, in the risk scale from 1 (lowest risk) to 7 (highest risk),
the risk profile of ELCANO SICAV is 6. For a detailed description of the risks in relation to this SICAV, please
see the latest version of the public prospectus and latest information, which may solely be relied upon as
the basis for investment decisions; these documents are available from the fund management company,
Credit Suisse Gestión, S.G.I.I.C. (Calle Ayala 43, 28001 Madrid) and at the CNMV.

Elcano Inversiones Financieras, SICAV, S.A. is registered in the Registro de Sociedades de Inversión de
Capital Variable with number 971. The asset management company, Credit Suisse Gestión, S.G.I.I.C. is
registered in the Registro Oficial with number 173. Batlle & Fernandez Partners Eafi SL is a financial advisory
firm supervised and registered with the number 196 in the Registro Administrativo de Empresas de
Asesoramiento Financiero at the CNMV. Additional information can be found at the Comisión Nacional del
Mercado de Valores (www.cnmv.es) and at the Mercado Alternativo Bursátil (www.bolsas
ymercados.es/mab).

The net asset value per share is subject to market fluctuations, that can lead to either positive or negative
returns, and that may cause a loss of principal. Past results are neither a guarantee nor a reliable
indicator of future performance.

Private and confidential information.
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