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Performance

Sparinvest Ethical Global Value fund rose by 11.66% in 
the first quarter of 2010. The general equity market, as 
measured by the MSCI World index, rose by 9.47% in 
the quarter. Meanwhile, the value stock universe (MSCI 
World Value) rose by 9.58%, compared with 9.36% for 
growth stocks. Small caps were relatively strong, with a 
return of 14.05%.

Sparinvest Ethical Global Value
versus Index in %

Q1 2010 2009

Sparinvest Ethical Global Value 11.66 22.75

MSCI World Index 9.47 25.94

MSCI World Value Index 9.58 22.73

MSCI World Growth Index 9.36 29.12

MSCI World Small Cap Index 14.05 39.63
 
MSCI World Index, MSCI World Value Index, MSCI World Growth and MSCI 
World Small Cap Index are all indices that contain a broad selection of 
companies from all over the world. All returns on investment are in EUR.

The fund performed well in both absolute and relative 
terms. In the first quarter the fund outperformed the 
overall market by 2.19%, despite the fact that we have a 
large exposure to Europe which, compared with the US 
and Japanese markets, performed poorly. Our Japanese 
exposure was beneficial, while our relatively low weight-
ing in the well-performing US market worked against us. 
In terms of sectors, we benefited from our allocation. Our 
high weighting in consumer discretionary and industrial 
stocks benefited from an outperformance by cyclical 
stocks. 

Remember that our region and sector weightings are not 
actively decided. The allocation is a result of where we 
find cheap shares. The fact that cyclical stocks performed 
well in the quarter is probably a result of the improved 
quarterly reports along with a belief that, despite the 
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great challenges that lie ahead, strong companies can 
and will return to a normalised earnings level at some 
point.

Overall the quarterly return is satisfactory, but our focus – 
as always – remains on the generation of healthy returns 
over the longer term. As previously discussed in our fund 
updates and letter to shareholders, we believe that our 
portfolio holdings have considerable potential for future 
performance.

Portfolio Composition

At the end of the quarter, the cash position was 3.9% 
of assets under management. The fund had 92 holdings 
and our ten largest positions accounted for 31.21% of 
the total. 

Since we last wrote, we have made three new invest-
ments. We acquired shares in Caltex Australia, an oil 
refiner and distributor of petroleum products, and in 
Vishay Intertechnology, a US maker of electronic com-
ponents. We also invested in Canadian Tire, a Canadian 
retailer. In general rebalancing of the portfolio, we made 
additional investments in some existing holdings and 
reduced others.  We have now sold our positions in 
AGCO Corp and Océ, which are discussed below. We also 
divested some minor positions of insignificant weighting.

For further data on the fund, including complete portfolio 
holdings, performance and breakdowns by industry and 
geographical sector, please refer to our website and the 
latest fund factsheet.

Portfolio Valuation

Despite the attractive returns of the stock market since 
the March 2009 low, the valuations of our holdings are 
compelling. If we aggregate the data from the holdings 
into one theoretical company, it is trading at a price-to-
book of just 0.99 times. Looking at earnings, EV/EBITDA 
is 3.1 times 2010 Bloomberg estimates, and just 2.7 
times 2011 estimates. The aggregate balance sheet is 
solid, with net-debt-to-equity of just 28% (versus 55% 
for the MSCI World), and intangibles-to-equity of only 
17% (versus 51% for the index). We remain confident in 
the quality of our holdings, both in terms of their balance 
sheets and the robustness of their business models. We 
are convinced that the strength and low pricing of our 
portfolio will allow us to generate healthy long-term 
returns.

Individual Positions

AGCO
Reached Target
AGCO is one of the world’s leading producers of agricul-
tural machinery, making and selling tractors, harvesters 
and other equipment under brands as diverse as Massey 
Ferguson, Challenger, Fendt, and Valtra. It is based in 
Georgia, USA, but has production sites in both North and 
South America, as well as Europe, and sells its products 
around the world.

We first invested in AGCO Corp in March 2009, paying 
around USD 18 per share. We were impressed with the 
company’s brand power and market share and, while 
earnings were naturally suffering a cyclical downturn 
as farms cut back on spending, we were convinced 
of healthy long term demand in the industry, and the 
earnings power of the company. Management had also 
demonstrated their ability to take restructuring steps 
when necessary to protect the business model. The stock 
was trading at low earnings-based multiples and was 
also cheap relative to its tangible book value.

As we have discussed before, we invest in companies 
that are at a significant discount to their intrinsic value 
and we do not attempt to predict when the market price 
will reach the intrinsic value. In some cases, it happens 
sooner than others, and AGCO was such a case. The 
shares rose steadily during the remainder of 2009, and in 
January 2010 we chose to sell at over USD 33, achieving 
a return of over 80% in under a year. 

Océ
Takeover Bid Accepted
As communicated in our previous letter to shareholders, 
we received a takeover bid for Océ in November 2009. 

Océ is a Dutch manufacturer of high-end copiers and 
printers, which has been a long-term holding in the fund. 
The group has developed interesting niche businesses 
with strong competitive edges in wide format and high 
volume printing, in which it has a strong competitive 
position. That said, recent years have not all been smooth 
sailing for the company. In its standard office printer busi-
ness, it increasingly found itself a relatively small player, 
and it became tougher for a company with a European 
cost base to compete in a rapidly globalising world. 



Q1 | 10

Sparinvest | Fund Update | Ethical Global Value | 3

This combination meant that it was not a huge surprise 
when Canon announced a takeover bid for the company. 
Strategically, it made an excellent fit, with Canon gaining 
the strong niche operations from Océ, and Océ clearly 
benefiting from Canon’s global presence. 

That said, we were disappointed to see that the board 
and management of Océ opted to make this move during 
a downturn. Negotiations with potential buyers started 
at the bottom of the economic cycle, which resulted 
in a takeover bid which we felt did not reflect the full 
long-term value of Océ. We clearly communicated this 
directly to the management and boards of both Canon 
and Océ, and in person at an extraordinary general meet-
ing relating to the bid. Unfortunately, with a majority of 
shareholders supporting Canon’s bid of EUR 8.60, we 
were not able to change the outcome of the offer. 

The fund had first acquired shares in early 2003, paying 
around EUR 8.40 per share. The tender level of EUR 8.60 
made for a total return, after dividends, of around 5.0% 
per year. Clearly, we did not consider this to be a satisfac-
tory return and, moreover, did not feel that the bid truly 
reflected the long-term value of the company.

However, the majority vote in favour of the bid meant 
that, if we were to refuse to tender, we would have 
become minority shareholders in a company with an 
extremely low free-float of shares, or possibly even a 
delisted company. We ultimately decided that this would 
not be in the best interest of our shareholders and there-
fore decided to tender our shares. We received payment 
in March 2010.

Ethix SRI Advisors:  
Summary of the Exclusion Filters 

Norm-based Screening (UN principles)
• 	Zero tolerance

Sector-based Screening
For Porn, Alcohol, Tobacco and Gambling
• 	Zero tolerance for production
• 	5% tolerance for distribution
Weapons
• 	Zero tolerance for combat equipment
• 	5% tolerance for other military equipment and 

associated services
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Ethix SRI Advisors: Ethical Reporting

New holdings
During the quarter, no potential new investments were excluded as a result of the ethical 
screening criteria.

Canadian Tire

Issue Country
Norm-Based 
Screening Sector-Based Screening

Red Amber Green Weapons Alcohol Gambling Pornography Tobacco

Canadian Tire CA — — — — — — — —

Canadian Tire is active in a number of businesses including the operation of 1,180 general merchandise and 
apparel retail stores and gas stations, financial services and a federally chartered bank. The sale of tobacco occurs 
through convenience stores attached to gas stations.

Total revenue amounted to CAD 10.6b in 2008. Tobacco sales fall under the segment ‘Petroleum’, which accounted 
for 5% of total revenue. According to the company’s 2008 annual report convenience store sales increased due, 
in part, to increased tobacco sales. Actual petroleum accounted for the majority of segmental sales. It is therefore 
estimated that the sale of tobacco accounted for a negligible proportion of total company revenue.

Vishay Intertechnology Inc.

Issue Country
Norm-Based 
Screening Sector-Based Screening

Red Amber Green Weapons Alcohol Gambling Pornography Tobacco

Vishay  
Intertechnology Inc

US — — — — — — — —

Vishay produces ‘other military equipment’. The company manufactures electronic components for a wide range 
of markets including military contractors. The majority of the company’s business, however, is in the industrial, 
computing, automotive and consumer industries. Vishay’s annual report indicates that 5% of revenue in 2008 was 
from the ‘military/aerospace’ market. On the basis of this statement it is assessed that less than 5% of company 
revenue was attributable to the military market.

According to the company’s annual report ‘Vishay components are used in cockpit equipment, GPS navigation, 
radar and sonar units, radio and satellite communications, weapons such as missiles and torpedoes, and a variety 
of other military, space, airborne, and aerospace systems. They are designed to withstand extreme temperatures, 
intense vibration, high humidity, and other environmental stresses.’ The components used in missiles are not 
considered to be ‘combat equipment’ because it is not clear that they are used in the aiming and control of these.
Vishay had net revenue of USD 2.82b in 2008.

Caltex Australia Ltd.

Issue Country
Norm-Based 
Screening Sector-Based Screening

Red Amber Green Weapons Alcohol Gambling Pornography Tobacco

Caltex Australia Ltd AU — — — — — — — —

No comment regarding involvement in controversial activity and revenue shares derived from such activities.

Existing holdings                                                                                                              

During the quarter, none of our existing holdings were removed from the portfolio due to 
ethical criteria. 

Jens Moestrup Rasmussen
Lead Portfolio Manager
12 April 2010
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The mentioned sub-fund is part of Sparinvest SICAV, a Luxembourg-based, open-ended investment company. For further information we refer to the 
full and/or simplified prospectus and the current annual / semi-annual report of Sparinvest SICAV which can be obtained free of charge at the offices 
of Sparinvest or of appointed distributors together with the initial statutes of the funds and any subsequent changes to such statutes. Investments 
are only made on the basis of these documents. Past performance is no guarantee for future returns. Investors may not get back the full amount 
invested. Investments may be subject to foreign exchange risks. The investor bears a higher risk for investments into emerging markets. The indicated 
performance is calculated Net Asset Value to Net Asset Value in the fund’s base currency, without consideration of subscription fees. For investors in 
Switzerland the funds’ representative and paying agent is RBC Dexia Services Bank S.A., Zurich Branch, Badenerstrasse 567, P.O. Box 101, CH-8066 
Zurich. Published by Sparinvest, 28, Boulevard Royal, L-2449 Luxembourg.

The mentioned sub-fund is part of Sparinvest SICAV, a Luxembourg-based, open-ended investment company. For further information we refer to the 
full and/or simplified prospectus and the current annual / semi-annual report of Sparinvest SICAV which can be obtained free of charge at the offices 
of Sparinvest or of appointed distributors together with the initial statutes of the funds and any subsequent changes to such statutes. Investments 
are only made on the basis of these documents. Past performance is no guarantee for future returns. Investors may not get back the full amount 
invested. Investments may be subject to foreign exchange risks. The investor bears a higher risk for investments into emerging markets. The indicated 
performance is calculated Net Asset Value to Net Asset Value in the fund’s base currency, without consideration of subscription fees. For investors in 
Switzerland the funds’ representative and paying agent is RBC Dexia Services Bank S.A., Zurich Branch, Badenerstrasse 567, P.O. Box 101, CH-8066 
Zurich. Published by Sparinvest, 28, Boulevard Royal, L-2449 Luxembourg.


