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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 7. 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 at the CNMV with number 173.
The delegated asset management company, Batlle & Partners Agencia de Valores SA is registered in the Registro Oficial at the
CNMV with number 284. 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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ELCANO SPECIAL SITUATIONS SICAV returned -6.4% in the first half of 2019. Since inception in December
2009, total return net of fees and expenses is 28.9%, equivalent to a compound annual return of 2.7%,
below our LT goal of inflation +5% (6.6%).

In the past three months we made the following changes:

• Disposal of our stake in the American specialty steelmaker TimkenSteel (TMST:US) with a 56.2% return
or 18.5% CAGR in 30 months carrying a 5% weight. Although the shares have declined significantly since
our sale, we believe there are better risk-rewards. It is remarkable the extreme volatility of the shares
during our investment, which has nothing to do with fundamentals but with the short-term macro
outlook. The stock traded between $4 and $22 during this time!

• We took a position for a second time in the bus operator FirstGroup (FGP:LN) after an activist built a
significant stake and is pressing for change. It carries a 5% weight in our portfolio.

Applying a conservative multiple of 6x to a normalized EBITDA excluding rail business of £581mn we
arrive at a £3.5bn enterprise value. We want to highlight the stability of the business with an EBITDA
between £465-635mn in the past ten years and a growth profile in line with GDP. From our assessed EV
we deduct £1.3bn in net debt, £400mn in pensions and add £300mn for non-core real estate and
£200mn for the rail business. We then arrive to an equity value of £2.3bn against a current market cap of
£1.3bn.

Given that the business is both stable and cash flow generative we could assume a 6% dividend yield
which implies £80mn in annual dividends that could be generated the following way:

The buffer can make up for profit shortfalls, pension contributions and could be expanded by repaying a
high cost note due in 2021 (+£15mn) or selling non-core real estate properties as in the past years
(£35mn average annual cash inflow). Also, £520mn of cash and available credit provides additional
margin.

Finally, the rail business is uncertain given the obligation to generate growth above the assumed in the
terms of the concession. Our base scenario assumes an annual cash inflow between £20-40mn. There is
£525mn non-available ring-fenced cash and £307mn expected outflows at the end of the concession
leaving a net cash position for the parent company. Bonding facilities and guarantees representing the
maximum possible loss equal £250mn. Conclusion: it is reasonable to expect a positive contribution to
the buffer from rail.
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EBITDA non-rail 581
Capex non-rail (1.2x D&A) -336

OpFCF 245
Interest -83

Tax -52
FCF 109
Divi -80

Buffer 29
Source: B+P analysis

Table 1: FirstGroup valuation @ 6% dividend yield



The discount is the first element, the second one is the catalyst or plan to close it. Coast Capital proposal
can be summarized as simplification, risk reduction, good governance and cash returns, attacking the
reasons why the shares trade at just 3.5x EBITDA.

o A new reduced board and management team with relevant sector experience.

o Separation of the US and UK assets returning to the structure before Laidlaw acquisition back in
2007.

o De-risking the pension plan and repaying debt.

o Initiating a dividend and buying back stock.

o Turning real estate assets into cash by selling and leasing back operating assets and disposing non-
core properties.

The company has acknowledged the inefficiency caused by owning such a geographically disperse range
of unrelated assets and is working on a separation or disposal plan. We believe FirstGroup is on the right
path.

• Investment of 5% of the NAV in the European titanium dioxide leader Venator (VNTR:US) (ex-Huntsman
TiO2). Between Venator and Chemours we have 10% of the assets in the TiO2 industry. The 3 pillars of
our thesis are the following:

o An attractive industry growing with the global GDP (Chart 1) concentrated in a few hands of
mostly public companies (Chart 2), leading to competitive discipline.
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Chart 1: TiO2 Global Demand evolution vs GDP

Source: Chemours



o The current TiO2 price is insufficient to justify capacity expansions.

o Companies trade at a steep discount to replacement value and earnings power due to the
depressed current demand, down 20% year on year mostly due to inventory reductions. Because
TiO2 is present in multiple applications we consider it a good indicator of the economic
environment.

Report nr. 53 | Year X | 1st of July 2019

4

Chart 2: TiO2 players evolution

Chart 3: Historical TiO2 Price/Cash cost (incl. Maintenance Capex)



The following are four key elements of Venator:

o A global player in the titanium dioxide industry with a market leading position in Europe.
Production capacity of approximately 652kt (~10% of global capacity), the majority in Europe with
a sulfate manufacturing processes.

o Spun off from Huntsman on August 2017. Huntsman still owns 49% of the shares.

o Market leader in manufacturing high-value specialty titanium dioxide. Flexibility to tailor products
to meet customers' needs.

o Ability to use a wide range of titanium feedstocks enhancing the competitiveness of operations.

As for valuation, Table 4 shows the wide discount in both Chemours and Venator market valuations. We
think the discount should start to close when TiO2 volumes recover, which is expected for H2 2019.

Venator, FirstGroup or Chemours undervaluations are a good representation of our portfolio. We remain
confident that our work and the patience of our investors including myself with all my net worth will pay
off. We constantly remind ourselves Benjamin Graham´s words: “In the world of securities, courage
becomes the supreme virtue after adequate knowledge and a tested judgment are at hand”.

Our courage is based on 2 pillars:
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Table 2: TiO2 companies' valuation

($mn) 30 jun 2019 VENATOR CHEMOURS

TiO2 Capacity (kt) 652 1,250

% Chloride 35% 100%

Norm EBITDA 333 1,000

EBITDA x 5.9x 7.0x

TiO2 Fair Value 1,956 7,000

Implied value per capacity ($/t) 3,000 5,600

Other EBITDA 80 800

EBITDA x 6.0x 8.0x

Fair Value Other 480 6,400

EV 2,436 13,400

Net Debt 454 2,930

Equity Fair Value 1,982 10,470

2019-23 FCF / Equity 47% 49%

Current Market cap 450 3,670

Upside 440% 250%

Source: B+P analysis



Marc Batlle, CFA
Chairman

ELCANO SICAV

o The steep undervaluation which in our experience and study never last forever. It has nothing to
do with a balanced assessment of fundamentals, but in the perception partly real that we are in a
period of economic contraction. Once finished, the market with switch from FEAR to fear of
missing out or FOMO as happens in every cycle. As an example, in the 24 months after the 2015
trough in TiO2, shares in Kronos and Chemours multiplied by 6x and 20x respectively. After 2008
the shares of Kronos multiplied by 13x and in after 2002 by 4x. Valuations today are a la par with
these periods.

o Our analysis across multiple industries indicates that we will enter into a favorable period for
capital intensive primary to intermediate sectors. This is due to the concentration process of the
past years and the limited capacity expansion plans. Such a long cycle can be very profitable to us.

The portfolio trades at 0.6x book, 9x earnings and 4.3x cyclically adjusted earnings. The dividend and cash
flow yield equal 3.4% and 17% respectively.

On Thursday 25th of July at 13:30 in B+P offices (Av.Diagonal 601, 8th flr, 08028, Barcelona) we will make a
presentation for investors on the capital cycle theme mentioned above. After explaining our mental
framework we plan to show several examples that we think will be of your interest.

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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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 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.
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Investment Objective and Strategy

Main Terms

Asset Distribution

Sector Distribution

Geographical Distribution 

Top Holdings

Currency Exposure

Capitalization Distribution

Equities 98%

Fixed Income 0%

Cash 2%

Net Asset Value: €12.75 (06/30/2019)
Source: Credit Suisse Gestión S.G.I.I.C., S.A.

Includes FX Hedging

EUR 10%
USD 61%
GBP 18%
NOK 11%
CHF 0%

Region

EE UU 69%

Europe 18%

UK 8%

Asia ex-Japan 4%

Latam 1%

Japan 0%

Switzerland 0%

Increase/ In Decrease/ Out

FirstGroup (FGP:LN) TimkenSteel (TMST:US)

Venator (VNTR:US)

Portfolio Recent Actions

Company Sector 
Petrofac Industrials

Garrett Motion Consumer Discretionary

Bilfinger Industrials

Vista Outdoors Consumer Discretionary

Wyndham Destinations Consumer Discretionary

EE UU

Europe

UK

Asia ex-
Japan

Latam

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
Delegated Asset Manager
Auditors   
Regulator 
Listed Market
Management 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 & Partners AV
Deloitte
CNMV 
Mercado Alternativo Bursatil
2.00% per annum 
10% above 5% level (with HWM)
0.075% per annum
ES0118626037
1st December 2009   
EUR 
Daily
€12,334,788 (06/30/2019)
157 (06/30/2019)
CIF SM<equity>
S0646
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41%
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Return

Year 2019 (Year-to-date) -6.4%

Year 2018 -30.1%

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) +28.9%

Volatility +18.7% 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 (2.7% CAGR)

Fair Value evolution (8.2% CAGR)

Inflation +500bp (6.6% CAGR)

ELCANO SPECIAL SITUATIONS SICAV’s “SSRI” rating: 7 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
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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.
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