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Performance Q3 2013 FYTD** CYTD*** 2 Years 
Annualised 

3 Years 
Annualised 

5 Years 
Annualised 

Since Inception 
Cumulative 

Value Fund NZ$ (Net) 0.20% 7.16% 16.56% 10.07% 4.65% - 30.73% 
Value Fund US$* (Net) 8.06% 6.51% 17.68% 14.03% 9.14% - 91.27% 
        
* USD performance numbers are calculated using spot FX rates (at month end) and are provided for informational purposes only. The Fund does not have a USD unit price at this time.  
** Financial year to date (FYTD) for year beginning - 1 April 2013 
*** Calendar year to date (CYTD) for year beginning - 1 January 2013 

All performance returns detailed above are calculated using exit price to exit price, net of taxes and ongoing fees, but excluding entry costs and any individual taxes. The returns include reinvestment of all distributions (if any). The performance 
quoted represents past performance, which does not guarantee future results. The investment return and principal value of an investment in the Fund will fluctuate, so that an investor’s units in the Fund, when redeemed, may be worth more or 
less than their original cost. Current performance may be lower or higher than the performance data quoted. 
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Fund Review – Q3 2013  

The global equity markets marched on in the third quarter, but unfortunately so did the NZ Dollar, which appreciated 
+7.85% versus the US Dollar. Short-term currency movements aside the Fund remains extremely well-positioned with a 
portfolio of wide-moat companies and special situations. Our cash balance at the end of Q3 2013 was +24%, which 
continues to highlight our conservative positioning.  

Given the continued appreciation of markets it is not unreasonable to expect (subject to inflows/outflows and further 
new idea generation) that our cash balance may increase as we prudently realise gains on selected positions (e.g. 
Chesapeake Energy, Staples Inc.) 
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Below we have detailed the five largest contributors/detractors from Fund performance during Q3 2013: 

Contributors Q3 2013 Detractors Q3 2013 
Chesapeake Energy Corp US Vealls Limited – Capital Share Australia 

Ciments Francais France Kirkcaldie & Stains Ltd NZ 
Vivendi France Kirin Holdings Co Ltd Japan 
Nokia Finland Monster Worldwide Inc US 

Total SA France CBOE Holdings Inc US 
 

 

During Q3 2013 we undertook the following portfolio movements: 

Reduced Increased Exited New 
Chesapeake Energy Corp Christian Dior Cisco Systems Inc Gale Force Petroleum Inc 

Canadian Natural Resources Encana Corp GAM Holding AG Guinness Anchor Bhd 
Total SA Imperial Tobacco Group PLC Metlife Inc Post Holdings Inc 

Heineken Holdings NV Kirkcaldie & Stains Ltd Nokia Corp – ADR  
Laurent-Perrier Group Mondelez International OPAP SA  

Staples Inc Monster Worldwide Inc Tesco PLC  
 Petroleo Brasileiro SA – ADR Veritas Investments Ltd  
 Scholastic Corp   

 

 

All of the positions we exited were profitable. Detailed below is a brief overview of the results: 

Company Name Holding Period Annualised Returns1 
Cisco Systems Inc 2.2yrs +35% 
GAM Holding AG 3.0yrs +22% 

Metlife Inc 0.6yrs +73% 
Nokia Corp – ADR 2.4yrs +9% 

OPAP SA 2.0yrs +27% 
Tesco PLC 1.5yrs +15% 

Veritas Investments Ltd 0.25yrs +55% 
 

 

In terms of new investments or increases to existing holdings during Q3 2013 the Fund was active to varying degrees in 
the US, UK, France, Canada and Malaysia.  

One investment, where we added to our position, which we would like to cover in further detail for investors is: 
Mondelēz. 
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Mondelēz was the international business of Kraft Foods Inc. Its key brands are:  

 

Mondelēz’s business is growing rapidly within the emerging markets and they continue to invest in their global 
infrastructure. 

  
 

This is translating into attractive earnings growth: 
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But, and there is always a ‘but’ with stocks we are purchasing (it is the very nature of value investing) … 

Mondelēz has a lower gross margin of 37.3% compared to the industry average of 39.4%. (The industry average 
comprises figures from Mondelēz, The Hershey Company, Kellogg and General Mills for the purposes of this comparison). 
 

 
 
Herein lies the crux of the investment thesis. Mondelēz’s profit margins are below peers and the management is poor. 
(Warren Buffett was less than complimentary on the CEO Irene Rosenfield when she sold a Pizza business to Nestle as 
part of the Cadbury acquisition in 2009/2010.) We also heard the CFO of Mondelēz present this year at an investor day 
and we were less than impressed. In fact, we came away from that presentation wishing we had the capital to 
undertake an activist position ourselves but with little doubt that it was only a matter of time. It should therefore come 
as no surprise that Mondelēz is now the target of activist billionaire investor – Mr. Nelson Peltz.  According to 
Barron’s, Mr. Peltz recently presented on Mondelēz and did not mince his words. He finds the company poorly run 
(with which we concur) despite its roster of great brands. Mondelēz 's cost structure, whether selling, general, and 
administrative costs or inflated working capital levels, is bloated compared with peers, according to Mr. Peltz. As a 
result, its operating margins are a mere 12% compared with the 18% it could garner with a modicum of operational 
changes. Mr. Peltz has already made his views known to a few directors of the company, but a fuller patented assault 
impends. Mondelēz should be able to double earnings per share by 2015, he says. He even wants to dump the odd 
company name. It sounds too much like a medicine, he says. 

We welcome the pressure Mr. Peltz is placing on the management and any value creating initiatives he can bring to 
the table. Mondelēz is now one of the largest positions in the Fund and we believe it is well placed to potentially be 
one of our best performers in 2014. 

Firm Update 

We would like to officially welcome Richard Milsom to Elevation Capital Management Limited as a full-time addition 
to the team. Richard has already made a large impact by recreating our website and new fund / presentation documents 
– please visit www.elevationcapital.co.nz to view the improvements yourself.  

We also have another new intern – Sam Weir. Sam is completing his Masters Degree at Massey University and is 
currently scheduled to work with us until late 2014. Sam has had some interesting international experience to date 
having been a journalist before his return to University in New Zealand. Please find detailed below links to two articles 
which Sam authored (one under a pseudonym for safety reasons) and which were published in the Guardian and In 
These Times. 

Blood Stains Zimbabwe Diamonds - October 2010 
http://inthesetimes.com/article/6447/blood_stains_zimbabwe_diamonds/ 
 
The Struggle for Afghanistan's Youth - June 2011 
http://www.theguardian.com/journalismcompetition/the-struggle-for-afghanistans-youth 
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In Closing 

The Fund remains well-positioned heading towards year-end with a robust cash balance that continues to afford 
opportunity. We are already planning for 2014 and potential areas of interest. We have one international stock exchange 
which is on our potential target list, and we are undertaking some initial due diligence on a major ASEAN market to 
investigate certain stocks within this market so we are prepared for if/when “tapering” does arrive, that we are well-
positioned to potentially capitalise on opportunities that may well be thrown up as investors overreact to short-term 
events and overlook long-term fundamentals. 

The stock exchange we referred to above is an idea formed from reading a small article in the print edition of the Wall 
Street Journal, which we have delivered to the office usually two - three business days after publication. This idea cannot 
be executed tomorrow and we have to wait for a specific event. However, the reason we highlight this to you is that 
being on the other side of the world is not a disadvantage. New investment opportunities are available, the key is to have 
the time to sit quietly, think and then act. People love to create “noise” in the investment business. We truly believe we 
are at an advantage when investing internationally because we can ignore this “noise”. The famous international 
investor, Sir John Templeton once commented that an advantage of living in the Bahamas was he received the Wall 
Street Journal a day late and therefore did not get caught up in the mood of the day. With the Wall Street Journal 
arriving two - three business days late to Parnell, Auckland we have little chance of being caught up in the “noise”. 

We look forward to seeing many of you on the 14th November 2013 (6pm) at the Holy Trinity Visitor’s Center (cnr St 
Stephens Avenue and Parnell Road) to celebrate 5 years of the Elevation Capital Value Fund. (I would also like to 
personally assure you all, I will only present briefly on one new investment – POST Holdings Inc., before Matthew Hooton 
provides his insights into the New Zealand political landscape entering 2014.)  If you have not yet RSVP’d please send to: 
admin@elevationcapital.co.nz. 

Finally, it is pleasing to report that we are seeing new inflows from individual investors and increased interest from the 
financial advisor community across both our funds.  Thank you to those who have recently placed their trust in us and 
those of you whom have done so over many years now.  

Yours sincerely, 

 
Christopher Swasbrook 
Managing Director 
Elevation Capital Management Limited 
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Asset Domicile*
% of 

Portfolio # of Shares
First Year 

Purchased Asset Domicile*
% of 

Portfolio # of Shares
First Year 

Purchased
Chesapeake Energy Corp US 3.55 12,500 2012 Japan Tobacco Inc Japan 1.58 4,000 2011
Vivendi France 3.54 14,000 2011 Scholastic Corp US 1.57 5,000 2013
Nestlé SA - Reg Switzerland 3.45 4,500 2011 Western Union Co US 1.54 7,500 2013
Encana Corp Canada 3.33 17,500 2011 Petroleo Brasileiro SA - ADR Brazil 1.53 9,000 2011
Molson Coors Brewing Co - B Canada 3.30 6,000 2011 Guinness Anchor Bhd Malaysia 1.43 25,000 2013
Kirkcaldie and Stains Ltd NZ 3.15 175,000 2008 Skyline Enterprises NZ 1.30 15,000 2009
Heineken Holdings NV Netherlands 3.13 4,500 2010 Tiffany & Co US 1.26 1,500 2012
Mondelēz International US 3.10 9,000 2012 CBOE Holdings Inc US 1.24 2,500 2011
Ciments Francais France 3.02 4,000 2010 Anglo American Plc UK 1.21 4,500 2011
Kirin Holdings Co Ltd Japan 2.88 18,000 2010 Arden Group Inc - Class A US 1.06 750 2010
Leucadia National Corp US 2.84 9,500 2011 Hess Corp US 1.06 1,250 2012
Vealls Limited - Capital Share Australia 2.60 39,000 2008 Starz US 0.77 2,500 2013
Canadian Natural Resources US 2.59 7,500 2011 LAACO Ltd-Units of Ltd Partners US 0.74 60 2009
Smith & Nephew Plc UK 2.57 18,750 2011 Post Holdings Inc US 0.55 1,250 2013
Total SA France 2.55 4,000 2011 Laurent-Perrier Group France 0.49 500 2011
BP Plc - ADR UK 2.31 5,000 2010 Christian Dior France 0.43 200 2013
Imperial Tobacco Group Plc UK 2.24 5,500 2011 Marlin Global Ltd NZ 0.33 50,000 2012
Penn West Energy Canada 2.14 17,500 2009 Gale Force Petroleum Inc Canada 0.15 106,500 2013
Monster Worldwide Inc US 1.70 35,000 2012 Sietel Ltd Australia 0.01 250 2013
Novartis AG Switzerland 1.69 2,000 2012 24.47
Staples Inc US 1.61 10,000 2011

Total Number of Securities = 40, Total Number of Countries = 10

Cash

FUND POR TFO LIO HOLDINGS  
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Elevation Capital Management Limited is a Registered Financial Service Provider in New Zealand in accordance with the Financial Service Providers 
(Registration and Disputes Resolution) Act 2008 -- FSP # 9601.  

Elevation Capital Management Limited does not provide personalised investment advisory services to the public. Nothing herein should be construed as a 
general advertisement of investment advisory services or a solicitation of prospective clients for investment advisory services.  

The information herein is intended solely to provide certain background information about the Elevation Capital Value Fund. The discussions above 
represent our views at the time of this commentary and are subject to change without notice. One of our responsibilities is to communicate in an open and 
direct manner. Insofar as some of our opinions and comments in our reports and commentaries are based on current expectations, they are considered 
“forward looking statements,” which may or may not be accurate over the long term. While we believe we have a reasonable basis for our comments and 
we have confidence in our opinions, actual results may differ materially from those we anticipate. You can identify forward-looking statements by words 
such as “believe,” “expect,” “may,” “anticipate,” and other similar expressions. We cannot, however, assure future results and disclaim any obligation to 
update or alter any forward-looking statements, whether as a result of new information, future events, or otherwise. The above views may not be relied 
upon as investment advice or as an indication of trading intent on behalf of any Elevation Capital Fund or Portfolio. Security examples featured are 
samples for presentation purposes and are intended to illustrate our investment philosophy and its application. It should not be assumed that most 
recommendations made in future will be profitable or will equal the performance of the securities.  

The information contained in this report has been prepared solely for informational purposes. It is not an offer to buy or sell or a solicitation of an offer to 
buy or sell units in the Elevation Capital Value Fund, a recommendation of any security or to participate in any trading strategy. If any offer of units in 
the Elevation Capital Value Fund is made, it shall be pursuant to a definitive Investment Statement and Prospectus prepared by or on behalf of the 
Elevation Capital Value Fund. Any decision to invest in the Elevation Capital Value Fund should be made only after reviewing the definitive Investment 
Statement and Prospectus (available at www.elevationcapital.co.nz or by contacting Elevation Capital Management Limited, PO Box 911145, Victoria 
Street West, Auckland 1142, New Zealand), conducting such investigations as the investor deems necessary and consulting the investor’s own investment, 
legal and tax advisors in order to make an independent determination of the suitability and consequences of an investment in the Elevation Capital 
Value Fund.  

All performance data, portfolio composition data and risk targets contained in this report are subject to revision by Elevation Capital Management 
Limited and are provided solely as a guide to current expectations. There can be no assurance that the Elevation Capital Value Fund will achieve any 
targets or that there will be any return on or of capital. International investments involve special risks, including currency fluctuations, lower liquidity, 
different accounting methods, economic and political systems. These risks are typically greater in emerging markets. Adverse political and economic 
developments or rapid changes in the value of foreign currency add to the risk and volatility of emerging markets. Differences in tax and accounting 
standards, difficulties in obtaining information about foreign companies, restrictions on receiving investment proceeds from a foreign country, 
confiscatory foreign tax laws and potential difficulties in enforcing contractual obligations, can all add to the risk and volatility of foreign investments. 
The Elevation Capital Value Fund may invest a significant portion of its assets in the stocks of small and medium-sized companies, which tend to be more 
volatile and less liquid than those of large companies, may have underperformed the stocks of larger companies during some periods and tend to have a 
shorter history of operations than larger companies. Potential investment risks are discussed in more detail in the Investment Statement and Prospectus 
for the Fund/s. Past performance is no guarantee of future results and current performance may be higher or lower than the performance shown. This 
data represents past performance and investors should understand that investment returns and principal values fluctuate, so that when you redeem your 
investment it may be worth more or less than its original cost. Current performance data may be obtained by visiting www.elevationcapital.co.nz or 
calling +64 9 307 6741.  

Elevation Capital Management Limited, its directors, employees and agents believe that the information herein is correct at the time of compilation; 
however they do not warrant the accuracy of the information. Save for any statutory liability which cannot be excluded, Elevation Capital Management 
Limited further disclaims all responsibility or liability for any loss or damage which may be suffered by any person relying on any information or any 
opinions, conclusions or recommendations contained herein whether that loss or damage is caused by any fault or negligence on the part of Elevation 
Capital Management Limited, or otherwise.  

 

RISK DISCLOSURE STATE MENT  


