
Peter Hall AM

Chairman & Chief Investment Officer

Hunter Hall Investment Management Limited



2

VGT 

%

GET 

%

GEH

%

AVT

%

MSCI AUD

%

All Ords

%

2011 -16.1 -13.2 -12.8* -16.0 -5.6 -11.4

2012 

(to 6 Feb)
7.5 5.8 8.4 4.6 3.0 6.2

2011 Performance 

*since inception 28.02.2011

Source: Bloomberg, Hunter Hall
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Value Growth Trust –

Performance 3 years to 31 January 2012
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Global Ethical Trust –

Performance 3 years to 31 January 2012
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Global Ethical Trust –

Performance 5 years to 31 January 2012

8
Source: Bloomberg, Hunter Hall

GET, $6,983

MSCI World, $6,711

5,000 

6,000 

7,000 

8,000 

9,000 

10,000 

11,000 

12,000 



s Lessons Learned

• Avoid developmental businesses

• Reduce engagement with investments

• Move up the food chain

9



Liquidity 
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Market Cap Band April 2009 Jan 2012

More than $3b (Large caps) 3% 13%

$1b to $3b (Mid caps) 10% 24%

Less than $1b (Small caps) 62% 41%

Cash & Gold 25% 23%

Fund % in stocks with >10% ownership 30% 14%

Source: Hunter Hall



Our Strategy:  A Fighting Retreat

1. Remain invested = c 80% in equities

2. Be ready to counter-attack 

• Maintain investment discipline 

• Maintain flexibility & liquidity: cash, gold, $1bn + cap 

stocks 

3. Build a portfolio for the recovery

11



What is Value?

1. What a stock can be sold for = “exchange” value

2. The cash a stock will generate = “utility” value



Momentum Investing
Price movement as a Guide to Investment decisions
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Share Price



Value Investing
Intrinsic Value as a Guide to Investment decisions
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Safety
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Utility Value v Exchange Value

Intrinsic Value 

= 

Net Present Value of Future Cashflows

After Tax and Required Capital Investment 

15



Facebook v PMP

Facebook, Inc PMP

Market Cap $100 billion $147m

Net Debt/(Cash) ($8908m) $142m

Enterprise Value $91,092m $289m

Sales (2011) $3711m  (+88%) $1194m (-2%) 

EV:Sales 24.5x 0.24x

Cashflow (2011) $1217m = 74.9x $50m = 5.8x 

Change in Cashflow

required to match EV
+41.5% p.a. -13% p.a.

16
Source: Bloomberg, Hunter Hall



Company name Country % Portfolio

Sirtex Medical Australia 6.1%

Gold Central Bank n/a 4.8%

Lexmark USA 4.1%

Danieli Italy 3.2%

St Barbara Australia 3.2%

Computer Sciences USA 2.9%

Comcast USA 2.9%

JDS USA 2.6%

BTG UK 2.6%

M2 Telecommunications Australia 2.5%

Virgin Media UK 2.3%

VGT Portfolio – at 6 Feb 2012

Source: Hunter Hall
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Portfolio Managers – FUM Allocation
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James 
McDonald

23%

David 
Buckland

16%

Catriona 
Alford

6%
Chad Slater

9%

Steven Glass
8%

Dr Roland 
Winn
7%

Peter Hall AM
31%

Michael Walsh:    Risk Manager, Ethical Analyst

Li Zhang: Investment Analyst

Yizhong Chan: Investment Analyst

Andrew Marvell: Dealer, Portfolio Analyst

Cameron Haynes: Portfolio Analyst

Peter Hall AM – Executive Chairman, CIO

James McDonald, DCIO
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Constant Growth in Revenues and Sales

Sirtex Medical (Australia)

Source: Sirtex
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• 30 consecutive quarters of dose sales growth

• Record dose sales in all markets

• 510 hospitals and treatment centres worldwide (added 102 last year)

• 18,000+ doses of SIR-Spheres microspheres have now been provided 

to treat liver cancer patients

• Positive data from major clinical trials support growth, recruitment for 

trials accelerating 

• Major trial to go head to head with Nexavar for primary liver cancer

• Moving from “last chance saloon” to “intermediate” or “First” line

• building a structure to support 5x  to 10x volume of sales

Sirtex Medical (Australia)
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FY’12E

Issued Capital (m shares) 56.1

Share Price $4.80

Market Capitalisation $269m

Net Debt/(Cash) ($49m)

Enterprise Value $220m

Revenue $87.7m

EBITDA $19.2m = 11.5x

EBITDA before Growth investment $35m = 6.3x

Sirtex Medical (Australia)

Source: Bloomberg, Hunter Hall
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Lexmark International (USA)

• Formerly IBM’s printer & imaging division, spun off in 1991

• A technology leader – spends c$400m a year on R & D (expensed)

• No2 in A4 laser with 12% share v Canon at 42% share (all HP printers 

are made by Canon)

• “Razor blade” business model: sell hardware at low margin, recurring 

high margin from printer supplies (toners and inks) – combined margin 

= c15%, ROC = c50% 

• A cash cow: 10 consecutive years of more than $390 million operating 

cash flow; $4.4 billion returned to shareholders through share buybacks 

since 1997 

• Share buyback’s + quarterly dividend (yield = 2.9%)
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• Moving away from low usage (toners and inks) consumers to high 

usage business customers 

• Market share in $200 + inkjet printers increased from 3% to 6%, 

workgroup laser from 12% to 14% in last 2 years

• the cost of toner and ink per page increased 50% between 1999 and 

2010.  In future, the price rise of print supplies is expected to partially 

offset decline in office print volumes

• Lexmark adding new businesses = software to manage print 

efficiency + managed print services

Lexmark International (USA)
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FY’11E

Issued Capital (m shares) 75.2

Share Price ($US) 34.09 

Market Capitalisation ($USm) 2,564 

Net Debt/(Cash) ($USm) (572) 

Enterprise Value ($USm) 1,991 

Sales ($USm) 4,088 

EBITDA ($USm) 654.1 

EV/EBITDA 3.0x 

FY’12E

Issued Capital (m shares) 71.4

Share Price (US$) 34

Market Capitalisation (US$m) 2,427

Net Debt/(Cash) (US$m) (295) 

Enterprise Value (US$m) 2,132 

Sales (US$m) 3,970

EBITDA (US$m) 650 

EV/EBITDA 3.3x 

EV/EBIT 4.9x

Lexmark International (USA)



Danieli Mechanical Workshops

• Founded in 1914 – family controlled (67% of voting shares)

• 3rd largest global supplier of steelmaking equipment (behind SMS & 

Siemens)

• World leader in electric mini-mills

• Manufacturer of specialty steels 

• A cyclical stock at a dirt cheap valuation

25



• Revenue growth of 20% p.a. 2003 – 2011

• Choppy conditions for next 18 months

• A play on world growth 

• “Plantmaking” is a higher margin, high returning business

• Surprisingly high group ROC 50%+

26

Danieli Mechanical Workshops



EUR FY’11 FY’12E

DAN - Voting shares  769m (= 39.756m x19.34 E)

DANR – Income (non-voting) 387m (= 37.281m x 9.93 E)

Market Cap (€m) 1,127

Cash net of debt (€m) (1,326)

Prepayments (€m) 412

Net Cash (€m) (914)

EV (€m) 213

Sales (€m) 3,128 2,800

EBITDA (€m) 359 (+27%) 290

Capex (€m) 100 150

EV/FCF 2.2x (voters) -2.2 x (Income) 4.1x (v)  - 0.8x (i)

Dividend Yield 1.7% (v) 3.5% (I)

27

Danieli Mechanical Workshops

Source: Bloomberg, Danieli & Co, Hunter Hall



Equities in a World with Limits

• Equities are priced as if the world has no limits to growth

• But the world is limited by its physical size and by the constraints of 

its environment

• These are likely to impose barriers to growth within 20 to 40 years 

• Equities will be dramatically priced down as the growth “option” is 

removed

28
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The Ceiling of Misery

160,000 BC        10,000 BC         1000 AD            1700 AD          1950 → 2050 
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World

GDP per KM2 (US$000) Hectares per person

2000 227 2.26

2010 456 2.05

2020 556 1.85

2030 677 1.68

2040 826 1.52

2050 1,000  = 4.4x burden 1.37 =  40% reduction

30

2% Economic growth + 

1% Population growth
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Asset Class Annualised Return

Equities 11.1%

Farmland 9.5%

Commercial Property 8.1%

Gold 5.9%

Government Bonds 5.8%

Inflation 3.9%

Returns 1945 to 2010

Source: Hunter Hall Product Disclosure Statement



The root problems underlying the GFC

1.  Banks which lent too much to poor credits

2. Western states and economies infested with parasites

- the military/industrial complex

- “rent-seekers”

- inefficient bureaucracy

- Social welfare

Leading to overwhelming public debt

32
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Wolfgang Schäuble

German Finance Minister

• First job was as a tax 

inspector

• Helped negotiate the re-

unification of Germany

• Preceded Angela Merkel 

as boss of CDU

• Close relationship with 

Christine Lagarde (IMF 

boss), Nicholas Sarkozy



The Central Actor: Germany

1. “Not a German Europe but a European Germany” Thomas 

Mann 1953

2. “A centralized fiscal government...and a political union with a 

directly elected European President by 2013.” Wolfgang 

Schäuble November 2011 

3. “We can only achieve a political union if we have a crisis.” 

Wolfgang Schäuble November 2011

34



A Sustainable European Economy

• Objectives - maintain freedom, prosperity, democracy, rule of 

law

• “if we want to preserve our prosperity... We must continue to 

compete with the best in the world.”

• Culture - Labour market flexibility + low unemployment 

benefits

• Government finances in better balance (“austerity” + tax 

collection) leading to debt reduction

• Strong banks (increase in Tier 1 Capital from 5% to 9%, 

recapitalisation  or nationalisation)

• A transfer of power from national institutions to European 

institutions

• Continuation of eurozone (possibly with some exits)

35
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Italians & Tax

• On 30 December 30, 2011 80 tax officials launched a raid at Cortina D’Ampezzo

• traced the owners of 133 luxury cars : 31.5% had declared incomes of less than 

22k EUR + 12% between 22k and 50k

• Another 118 were owned by companies: 16% had declared losses, 31% had 

declared income of under 31k

• Spot checks carried out hotels etc : one boutique (revenue 1.6m EUR), could not 

produce a single receipt

• black economy estimated at 17.5% of GDP

• national debt of 120% of GDP

• primary fiscal surplus of 1.7%, aims to increase to 5% from 2013



World Economic Growth

Real GDP % 

(Bloomberg-

contributor 

composite/IMF)

2009 (a) 2010 (a) 2011 (f) 2012 (f)

World - 2.3 + 4.0 + 3.0 + 3.2

Advanced Economies - 3.7 + 3.1 + 1.6 + 1.9

US - 3.5 + 3.0 + 1.5 + 1.8

Australia + 1.4 + 2.7 + 1.8 + 3.3

Euro area - 4.2 + 1.8 + 1.6 + 1.1

Germany - 5.1 + 3.6 + 2.7 +1.3

Developing Countries + 2.8 + 7.3 + 6.4 + 6.1

China + 9.2 + 10.3 +9.5 + 9.0

India + 6.8 + 10.1 + 7.8 + 7.5

Brazil - 0.7 + 7.5 + 3.8 + 3.6

39Source: IMF, 9/2011



Preconditions for a Recovery 

• Low interest rates

• Low equity valuations

• Strong corporate balance sheets

• Improving consumer balance sheets

• Strong growth in the developing world

40

What we have



What we do not have

• Economic growth in the developed world

• A strong banking system

• Consumer confidence

• Structural reform

• Political leadership (except in Europe!)

41

Preconditions for a Recovery 
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S&P 500 

2008 – February 2012
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Risks

• Downgrades (France, UK, Italy, Spain)

• Defaults (Greece, Portugal, Ireland)

• French Presidential election April 2012

• Iran – oil

• China 

• Japan (trade deficit + debt to GDP of 220%)

• Softer commodity prices

43



Outlook - 2012 and Beyond

• The world economy is growing as industrial capitalism/consumerism 

spreads out from the core

• A recovery in equity markets will occur – and when it does it is likely 

to be explosive

• We will remain invested but cautious and nimble

• We are determined to recover old highs and under performance

44
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Value Growth Trust – Performance since 

inception to 6 February 2012

Source: Bloomberg, Hunter Hall
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Dr Roland Winn
Portfolio Manager



Creative Destruction
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Steady-Growth, Low-Risk European Country



Swiss Economy

GDP Growth 1.5% - 2.5%

GDP/Capita US$67k

Debt / GDP < 50%

Unemployment 3.5%

Inflation <1%

49

Switzerland

United Kingdom

Luxemburg

Caribbean

Singapore & HK

United States

Other

Share of Private Banking Assets
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Flughafen Zurich (Zurich Airport)

• Flughafen Zurich AG is the operator of Zurich Airport.

• Zurich Airport comprises

– Aviation and non-aviation services.

– provides external consulting services and 

– has a number of investments and management agreements with 

other airports



Subjective Risk: Competition

51
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Subjective Risk: Competition



Objective Risks & Value Drivers

53

0

5,000,000

10,000,000

15,000,000

20,000,000

25,000,000

19
77

19
79

19
81

19
83

19
85

19
87

19
89

19
91

19
93

19
95

19
97

19
99

20
01

20
03

20
05

20
07

20
09

20
11

Other Local

Passengers



Actual vs Share Price Performance

54

Monthly Performance
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Investment Thesis

• Airports are overly punished around economic cycles despite 
evidence to suggest a relatively stable business compared to 
industrials

• Zurich Airport is one of the few airports with significant capacity –
having finished its major (“Stage 5” CHF2.4b) upgrades recently –
15+ years capacity

• By airport and historic standards, no major liquidity requirements***

• Major airline Lufthansa/Swiss is in a strong position and favour 
Zurich as a hub

• Heathrow capacity constrained



Financials
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Sales CHF910m

Aviation
,  fr. 547 

Non-
Aviation
,  fr. 355 

COGS,  
fr. 442 

EBITDA,  
fr. 460 

EBITDA CHF460

EBITDA Margin 51%

Debt/EBITDA   2x

FCF Debt           

Service Cov. 3.2x

ROE 8.9%

Margin on govt. >7.5%

10yr

Net Income CHF 155

Interest,  
fr. 62 Tax,  fr. 

39 

D&A,  fr. 
205 

Net 
Income,  
fr. 155 
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Value

Share Price 345 CHF m

Shares 6.14 m

Market Cap. 2,118 CHF m

Net Financial Debt 948 CHF m

Enterprise Value 3,067 CHF m

EV/EBITDA 6.7x

BV Total Assets / EV 1.2x

Commercial Revenue

untapped

Regulatory Assets 

under earning

Strategic Options
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China Update



China’s Growing Middle Class

2009 - 29% on “middle class” incomes
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Fast-Growing Middle Class

2014 - 44% on “middle class” incomes
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China Slowing But Not Stopping

• China “crashing” to 7-8% GDP 
growth

• Funding issues are creating 
significant pressure for certain 
sectors

• Consumer stocks are facing a 
significant & natural adjustment 
to excess growth & excess 
margins

PMI (LHS) & Electricity Production 

(KWh bn 3mma)

Source: Standard Chartered and CEIC

Contribution to GDP

Source: Capital Economics, China Chart Book Oct-11
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Chinese Consumers

Vehicle Sales  

Consumer Preferences (%Urban Depositors)PE Ratios

• The Chinese consumer is well 
but absent.

Source: Capital Economics, China Chart Book Oct-11



A different way to play China
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GDP vs Brightness
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Veco
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FY11*

Issued Capital (m shares) 41.16

Share Price (US$) 27.30

Market Capitalisation (US$m) 1,124

Net Cash (US$m) (490)

Enterprise Value (US$m) 634

Revenue (US$m) 979 

EBITDA (US$m) 288

Earnings after tax (US$m) 190

Estimates Year End Dec-11
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Questions & Answers
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May Plutus Prevail 

in 2012

Ancient history has much to teach us 

and as we again turn to Europe 

as a place of titanic struggle

in MMXII (2012), 

we take inspiration from 

the powerful forces that once 

built great civilisations and 

created prosperity from the dust. 

Plutus – Ancient God of Wealth



James Hordern, Manager - Business Development and Marketing 

and Business Development Manager (QLD)

Ph: (+612) 8224 0351

Email: jhordern@hunterhall.com.au

Monica Hood, Business Development Manager (NSW, ACT)

Ph: (+612) 8224 0307

Email: mhood@hunterhall.com.au

Maria Martignoni, Business Development Manager (VIC, SA, WA)

Mobile: 0419 573 233

Email: mmartignoni@hunterhall.com.au

Lisa Decreuse, Business Development Manager (TAS)

Ph: (+612) 8224 0342

Email: ldecreuse@hunterhall.com.au

Christina Christopherson, Relationship Manager (Researchers, Platforms and Discount Brokers)

Ph: (+612) 8224 0316

Email: cchristopherson@hunterhall.com.au

General inquiries and requests:

Investor Relations

Ph: 1800 651 674 (0800 448 305 from NZ)

Email: invest@hunterhall.com.au

Business Development Contacts:



Hunter Hall Investment Management Ltd, including its parent, subsidiaries and/or affiliates (“the Firm”), their staff or
consultants or any individuals preparing this communication, may at any time have a position in securities or options of
any of the companies mentioned in this communication. An employee or consultant of the Firm may be a director of a
company mentioned in this communication.

Although the statements of fact in this communication have been obtained from and are based upon sources that the
Firm believes to be reliable, we do not guarantee their accuracy, and any such information may be incomplete or
condensed. All opinions and estimates included in this communication constitute the Firm’s judgement as of the date
of this communication and are subject to change without notice.

This communication is for informational purposes only and is not intended as an offer or solicitation with respect to the
purchase or sale of any security. This report does not take into account the investment objectives, financial situation or
particular needs of any particular person. Investors should obtain individual financial advice based on their own
particular circumstances before making an investment decision on the basis of the recommendations in this report.

Initial applications for units can only be made on an Application Form attached to the current Product Disclosure
Statement of the Trusts. Hunter Hall Investment Management Limited or any related entity does not guarantee the
repayment of capital or any particular rate of return from the Trusts. Past performance is no guarantee of future
performance. Investment returns have been calculated in accordance with normal industry practice utilising movements
in unit price and assuming reinvestment of all distribution of income and realised profits.

© Hunter Hall Investment Management Ltd, 2012. All rights reserved. Any unauthorised use, duplication or disclosure
is prohibited by law and will result in prosecution.

Disclaimer
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