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ELCANO SPECIAL SITUATIONS SICAV returned 5.8% in the first 9 months of 2018. Since inception in
December 2009, total return net of fees and expenses is 108.6%, equivalent to a compound annual return
of 8.7% against our LT goal of inflation +5% (6.5%).

In the past three months we added a new position and changed two ideas into related ones.

• Investment of 5% of the NAV in the global timeshare leader Wyndham Destinations (WYND: US) after
the spin-off from the hotel group with the same name.

With 878,000 owners and 221 resorts, Wyndham stands as the largest timeshare operator in the US,
ahead of Marriott and Hilton. In addition, it owns RCI, the leading exchange with 4.3mn members and
access to 4,300 resorts.

The timeshare industry is a niche concentrated in the hands of a few operators that target a particular
demographic profile through brands. Brands plus a portfolio of resorts under management that generate
recurrent cash flow to reinvest into maintenance and growth of the installed base are the main barrier to
entry. In addition, RCI model is based on network economies where typically the winner takes it all. In
summary, the business is a mature, stable cash cow.

Wyndham Destinations has a great opportunity to grow in new owners by leveraging the loyalty program
of the hotel chain, the largest in the world, which hasn’t been exploited in the past.

The shares trade on a 45% discount to fair value. In the next 5 years, we expect Wyndham Destinations
to generate cumulative cash equivalent to 54% of the current market capitalization. The company pays
an attractive dividend and has an ambitious stock repurchase program underway. On a relative basis we
can visualize the value by considering the fact that Wyndham´s $1bn EBITDA ($ 1bn) is similar to the
sum of the annual EBITDAs of Marriott Vacations ($643mn) and Hilton Grand Vacations ($402mn).
However, its enterprise value of $6.9bn is much lower than the combined $11.2bn for the two.

• We switched from Wilhelm Wilhelmsen Holding (WWI:NO) to Wallenius Wilhelmsen Logistics
(WWL:NO).

WWI is a holding with a sum-of-the-parts detailed below. The Table shows its 38% stake in WWL that
represents a third of the assets and the 33% holding discount, in line with the 35% five year average
(range of 31 to 42%). Therefore, a potential appreciation has to come from the appreciation of its
components. The only one that can make a difference given its weight is WWL (WMS is not quoted). A
100% increase in the market price of WWL shares would lead to, caeteris paribus, a 33% appreciation in
the holding's market value.

Until 3 months ago there was another potential lever had the regulator approved the merger between
WMS and Drew Marine making possible a listing of the larger combined entity. The liquidation of
Treasure ASA -a publicly traded company with just one investment in shares of Hyundai Glovis currently
trading with a discount of 32% - would not make a difference given its 12% weight.
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Wallenius Wilhelmsen Logistics (WWL) is the nr. 1 car carrier with a 21% global market share in an
oligopolistic industry shared by the same operators for decades. This somewhat unusual concentration in
a shipping sub segment is due to the strong barriers to entry such as the commercial relationships
incorporated in long-term contracts, the requirement of a complex global distribution network and the
high quality required by customers. The specialized nature of the service makes differentiation possible,
which softens competition.

During the three years of overcapacity and low prices the industry has reacted by rationalizing the fleet.
Demand growth above the expected increase in tonnage for the next few years will raise utilization and
lead to higher prices.

WWL is the largest and most efficient company in the sector being profitable today while competition is
not. We do not need a big improvement to make a good return. Applying a multiple of 6x EBITDA to the
maritime business and 9x EBITDA to the capital light land business, after deducting debt we arrive at a
value for the shares of $3bn, 65% above the market cap.

• Reduction in the weight of the offshore driller Transocean (RIG:US) and investment in Noble
Corporation (NE:US) keeping a 20% exposure to the group of 4 drillers. The decision is grounded in the
fact that Noble gives us fleet diversification and it may be an acquisition candidate in an industry on a
consolidation wave, whilst Transocean is clearly a consolidator.

The table below shows the fleets, valuation and upside for the 4 names.
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In the last part we will present our idea of the future and the strategy to continue generating attractive long
term returns. Before, we want to stress that our attitude towards the future is always defensive, thinking
about the different scenarios and making sure that in the worst case we will manage to keep our principal.
Analysis, close monitoring, the quality of the "merchandise" and the price paid are the four instruments to
avoid permanent losses, not very different from the credit work done by a bank.

In the January 1, 2011 report we wrote: “On the timing of the recovery, price adjustment will define the
inflection point. Once prices adjust to the new reality, recovery will generalize and liquidity increase. The
housing market is key, as it secures a large share of total loans. While the US is quite advanced in the
process, other countries like Spain still have a long way to go”.
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Today the systemic risk seems to be gone and, effectively, liquidity has increased substantially. In addition
to an unprecedented technological disruption and demographic and cultural changes, this past few years
will be remembered by the wide availability of cheap credit. Too much money led to a misallocation of
capital precipitating the industrial recession of 2014-2016. The steep decline in the price of raw materials is
the natural consequence of the imbalance of supply and demand. Since then a series of structural
adjustments have been made in industrial capacities on a global basis, partially restoring the equilibrium.
This can be seen in the Chart below. Utilization in the primary industries collapsed in 2014 and has recently
recovered (Blue line). As a consequence commodity prices (Green line) are starting to raise.

We think that we are at a turning point that marks the beginning of the end of free money with two main
implications. The first is that asset values will be pressured down (higher interest rate = lower price) and the
second is that industrial capacity growth will be constrained by the higher cost of capital and the bad
experiences of the past few years.

This backdrop does not favor assets with fixed coupons, as well as certain bubbles that still exist in the
market fueled by constant increases in asset prices. On the other hand, primary to intermediate industries
should do well since higher utilization means pricing power. The two Charts below illustrate the past two
cycles and include the person of the year, each one a product of his time.
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That said, as investors we don’t aim to call the cycle. Our strategy is not to put our capital in the (perceived)
most promising industries, but on arbitraging value and price through analysis. Our returns are the sum of
many individual decisions (95 in a decade).

During these years we had no tailwinds from the economic or market environment, as we chose to invest in
challenged/neglected sectors and avoided paying "expensive" prices that became even more “expensive”.
Unfortunately, we didn´t participate in the run-up of the market for technology stocks.

The good news is that logic suggests that we are entering a supportive cycle to our investment style and the
companies and industries we are invested. The combination of fundamentals and valuations makes our
portfolio biased towards activities closer to Lakshmi Mittal’s business than Elon Musk’s.

There are four key drivers of our future results, in addition to capital recycling:

• Valuation: It is probably the most important. It has stayed the same since we always buy cheap. Today
our portfolio trades on a similar discount to its historical average. 0.75x book value and 5.7x cyclically
adjusted earnings suggest a steep undervaluation.

• Business quality: All our 19 investments are industrial leaders in structurally profitable sectors with
attractive prospects over the medium and long run. Furthermore, they have strong balance sheets and in
most cases management is incentivized to build shareholder value.

• Company action or Catalyst: We emphasize special situations and our results will largely be a function of
how the particular situation resolves itself. It may be a cyclical recovery, the closing of a legal
contingency or the sale of the company to a competitor. This means that we will not leave our destiny on
the hands of the general economic or financial environment, but to the particular actions of the agents
involved.
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Chairman

ELCANO SICAV

ELCANO SPECIAL SITUATIONS 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.
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• Industry environment: As we explained before, we expect momentum to build in primary to intermediate
industries given consolidation and capacity adjustments. As demand grows and utilization raises business
gain pricing power which is the main profit driver.

In the past our decisions were based almost exclusively on the first two factors. With took note of our 2015
experience and since then we have prioritized special situations and sectors or industries with positive
fundamental and market momentum. Also, our knowledge base, information network and capabilities built
up during these years gives us access to a wider range of opportunities and sharpens our analysis.

As partners you are invited to join the quarterly call that will take place on Friday 19 of October at 13:00
CET by dialing +34 911 128 615. We will provide more color and answer any question you may have and
want to send in advance 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 Objective and Strategy

Main Terms

Asset Distribution

Sector Distribution

Geographical Distribution 

Top Holdings

Currency Exposure

Capitalization Distribution

Equities 99%

Fixed Income 0%

Cash 1%

Net Asset Value: €20.63 (09/30/2018)
Source: Credit Suisse Gestión S.G.I.I.C., S.A.

Includes FX Hedging

EUR 5%
USD 74%
GBP 19%
Latam 0%
ROW 0%

Region

EE UU 80%

UK 8%

Europe 7%

Asia ex-Japan 4%

Latam 1%

Japan 0%

Switzerland 0%

Increase/ In Decrease/ Out

Wyndham Destinations (WYND:US) Transocean (RIG:US) 
Wallenius Wilhelmsen Logistics

(WWL:NO)
Wilhelm Wilhelmsen Holding 

(WWI:NO)
Noble Corporation (NE:US)

Portfolio Recent Actions

Company Sector 

SEACOR Marine Industrials

Petrofac Industrials

McDermott Industrials

Armstrong Flooring Industrials

Vista Outdoors Consumer Discretionary

EE UU

UK

Europe

Asia ex-
Japan

Latam
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ELCANO SPECIAL SITUATIONS 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.

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.

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
€23,300,830 (09/30/2018)
175 (09/30/2018)
CIF SM<equity>
S0646

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

EUR

USD

GBP

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Below  €1bn
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Capitalization as of 09/30/2018

53%

47%
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Sectors as of 09/30/2018
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Return

Year 2018 ( Year-to-date) +5.8%

Year 2017 +6.7%

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 (1 month Dec 2009) +0.4%

Since inception (1st Dec 2009) +108.6%

Volatility +18,3% Source: Thomson Reuters (Daily data)

Return and Volatility Data
ELCANO SPECIAL SITUATIONS SICAV  NAV vs. Other Major Equity Indices (Since 
Dec 2009)

ELCANO SPECIAL SITUATIONS SICAV NAV vs. Fair Value  (Since Dec 2009)Risk & Reward Profile (SRRI)

Recommended investment time horizon: 5+ years 

NAV (8.7% CAGR)

Fair Value (11.0% CAGR)

Inflation +500bp (6.5% CAGR)
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ELCANO SPECIAL SITUATIONS 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 Source: ELCANO SICAV, Thomson Reuters

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 Special Situations SICAV, S.A.
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 Special Situations, 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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