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Adding Value Through Research

As a supplement, we provide further detail on the portfolio and the returns achieved since inception (1st

December 2009). We believe this may be helpful in evaluating ELCANO as a capital preservation and growth
investment vehicle. ELCANO achieved a net return of 11.20% for the period, split into:

The individual contributions of the five best and the five worst performers are:

To this date, we would be better off if we had completely avoided financials and Spain. That said, our
investments in financials (retail banks, insurance and reinsurance), returned +5% vs. 0% for the S&P Global
Financials Sector index, and our investments in Spain returned -5% vs. -11% for the Ibex35. Both Spain and
financials are currently out-of-fashion for some worrying reasons, and so market prices are extremely
depressed. We think that picking the best companies substantial profits can be achieved once the dust settles.
Currently, we own shares in twenty one companies in different sectors that fulfill our criteria of strength -
competitive, financial and managerial - and price: the portfolio trades at a P/E of 9x for 2011E and a dividend
yield of 4.2%.

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.

Source: ELCANO Sicav. Net of fees

Source: ELCANO Sicav. From 1st Dec 2009 to 31st Dec 2010.
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A few lines on ELCANO's largest position: Wells Fargo.

• US retail bank with 10% of the nation's deposits and with a market share above 20% in many
regions. Its unparalleled distribution network (7,800 branches) and its entrenched relationships with
its 70 million clients (with more than six products per client) results in two fundamental advantages.
The first one is a revenue mix where fees weight as much as interests, making the bank safer, more
capital efficient and better positioned in a contracting credit environment. The second is a wide net
interest margin driven by a very low cost of deposits, its main funding source.

• Wells Fargo is profitable, well capitalized, highly liquid, with an adequately provisioned loan book and
with an excellent management team. It currently trades at 1.3x book value. Taking into account its
ability to generate returns on equity over 20%, this would result in a return on investment of
15%, even if the book value multiple stays at just 1.3x (historically over 2.5x).

ELCANO's approach consist on identifying - upon thorough financial and strategic analysis - outstanding
franchises selling at a fraction from their value to a private owner, no matter the sector or country where
they operate. We do not base our decisions on macroeconomic predictions, but we seek to buy companies
that can prosper in any environment. On the general state of the economy, we translate for your
convenience what we wrote in the article "Keys to navigate the business cycle, an Austrian view"(Funds
People, December 2010):

"On the timing of the recovery, the adjustment of prices will define the inflection point. Once prices
adjust to the new reality, recovery will be general and liquidity increase. The housing market is key, as
it guarantees a large share of the loans. While the US is quite advanced in the process, other countries
like Spain have still a long way to go.

Another implication is the risk of high inflation in the medium term, given the non-stop money printing
of both the Fed and the ECB. Someone will have to pay for the lunch: bondholders and capital-
intensive businesses.

Another consequence is the current overvaluation, absolute and relative, of fixed income instruments.
We have seen how economic uncertainty has fuelled a deposit and bonds boom, and a bear market in
equities. Equities protect the investor from the loss of money's purchasing power. Currently, this
advantage doesn't seem relevant, but in the future equities returns may exceed bonds returns by a
wide margin.

Regarding investment opportunities, there are some sectors that are extremely attractive from a
resource-conversion standpoint, and in a back-to-normal should deliver excellent returns for patient
investors. This may be the case with banking, insurance and energy.

There is also the possibility that some emerging economies (including China) are going through a
boom period that may be partially artificial. Furthermore, investor's expectations are extremely
optimistic. We think one should be very prudent and selective in those markets[...]"
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Marc Batlle, CFA   JJ Fernández
Partner Partner

The combination of high quality companies - sector leaders - trading at very low prices - substantially lower
than general market prices - should lead to attractive shareholders' returns over the next few years.

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

All the best,

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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Investment universe
Asset management company
Depositary
Auditors
Regulator
Listed market
Management fee / Others
Depositary fee
ISIN code
Inception date (new Board)
Currency
Liquidity
Bloomberg code

Global equities
Credit Suisse Gestión, SGIIC 
Credit Suisse, AG Sucursal E
PricewaterhouseCoopers
CNMV 
Mercado Alternativo Bursátil 
1.75% per annum 
0.10% per annum
ES0118626037
1st December 2009   
EUR 
Daily
CIF SM <equity>

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

Elcano Inversiones Financieras, SICAV, S.A. seeks to acquire shares in
exceptional businesses at a discount to its intrinsic value. We look for
companies with a sustainable competitive advantage that we can
understand, a strong financial position and an honest and skilled
management team. Our decisions are based on financial and strategic
analysis, and we are not restricted to any particular asset class,
geography or sector.

Investment approach

Main Terms

Asset Distribution

Sector Distribution

Geographical Distribution

Top Holdings

Currency Distribution

Capitalization Distribution

Asset Class

Equities 94%

Fixed Income 0%

Cash 6%

Sector

Financial 24%

Insurance 17%

Healthcare 10%

Energy 9%

Telecom 7%

Utilities 7%

Technology 6%

Consumer cyclical 6%

Industrial 4%

Consumer staples 3%

Commodities 3%

Capitalization

Below €1bn 0%

€1bn  to €5bn 17%

Above €5bn 83%

Net Asset Value 11 euros (12/31/10)
Source: www.bolsasymercados.es/mab, Credit Suisse Gestion

Unhedged Hedged (ELCANO)

EUR 36% EUR 81%

USD 48% USD 3%

GBP 5% GBP 5%

CHF 11% CHF 11%

Over the last weeks we have take advantage of the recent market
volatility and decide to increase ELCANO exposure to Banco Santander,
American Express, Wells Fargo and Roche. Additionally we have
reduced Schindler and United Technologies shares from the portfolio.

We continue to hedge the currency exposure of the US dollar/Euro
with an insurrance contract. Current PE of ELCANO is 9x and dividend
yield 4,2%.

Comments on recent activity

Region

US 48%

Europe 32%

Latam 7%

UK 7%

Asia ex-Japan 3%

Japan 2%

Switzerland 1%Company Sector 

Wells Fargo Banking

GBL Holding

ConocoPhillips Energy

American Express Payments

Johnson&Johnson Health

Increase/ In Decrease/ Out

Banco Santander Schindler

American Express United Technologies

Wells Fargo

Portfolio Recent Actions

Medium

Large

Cash

Equities

Europe

US

Latam

UK

Asia ex-
Jap Japan Swit.

Financial

Insurance

Healthcare
Energy

Telecom

Utilities

Technology

Consumer 
cyclical

Industrial

Consumer
staples Commodities
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Return and Volatility Data

Source: Credit Suisse SGICC, Bloomberg, ELCANO

Return

Year 2010 +10.75% 

Since inception (1st Dec 2009) +11.20%

Volatility 16.80%

Source: Bloomberg. (Since Dec 2009).

Price of ELCANO  vs. other major equity indices
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IMPORTANT DISCLAIMER:

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 Funds 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 42, 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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