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Disclaimer
This	presentation	has	been	distributed	for	informational	purposes	only. Neither	the	
information	nor	any	opinions	expressed	constitute	a	recommendation	to	buy	or	sell	the	
securities	mentioned,	or	to	invest	in	any	investment	product	or	strategy	related	to	such	
securities. It	is	not	intended	to	provide	personal	investment	advice,	and	it	does	not	take	
into	account	the	specific	investment	objectives,	financial	situation	or	particular	needs	of	any	
person	or	entity	that	may	receive	this	presentation. Persons	reading	this	presentation	
should	seek	professional	financial	advice	regarding	the	appropriateness	of	investing	in	any	
securities	discussed	in	this	introduction. The	author’s	opinions	are	subject	to	change	
without	notice. Forecasts,	estimates,	and	certain	information	contained	herein	are	based	
upon	proprietary	research,	and	the	information	used	in	such	process	was	obtained	from	
publicly	available	sources. Information	contained	herein	has	been	obtained	from	sources	
believed	to	be	reliable,	but	such	reliability	is	not	guaranteed. Investment	accounts	managed	
by	GreenWood	Investors	LLC	and	its	affiliates	have	positions	in	the	securities	discussed	in	
this	introduction. GreenWood	Investors	LLC	may	re-evaluate	its	holdings	in	such	positions	
and	sell	or	cover	certain	positions	without	notice. No	part	of	this	presentation	may	be	
reproduced	in	any	form,	or	referred	to	in	any	other	publication,	without	express	written	
permission	of	GreenWood	Investors	LLC.
Past	performance	is	no	guarantee	of	future	results.

www.gwinvestors.com			- @gwinvestors



Why	Europe?	Why	Now?
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Equity	Risk	Premium	@	a	Record
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Deutsche Bank 
Research
  

European Equity Strategy 

Sebastian Raedler  +44-20754-18169;  Wolf von Rotberg +44-20754-52801; Tom Pearce, CFA +44-20754-16568;  Andreas Bruckner  +44-20754-18171 

25 August 2016 Source: Dealogic, Datastream, Deutsche Bank  

Is the European M&A cycle about to pick up? 

12-month trailing M&A activity* remains subdued 
at 3.5% of market cap 

... but the level of corporate bond yields has historically 
not been a good predictor of M&A activity 
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European corporate bond yields have fallen to an all-time 
low, pointing to permissive financing conditions ... 
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2016 has seen $180bn of deal activity so far ($300bn annualized) - 
this is significantly below the levels seen in the previous two years 

*All M&A statistics in this report refer to deals in which the target company is European 
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Capital	is	Free

www.gwinvestors.com			- @gwinvestors

10-Year	Euro	Bond	
issued	at	1.34%

2	&	3-Year	Euro	Bond	
issued	at	-0.05%



Market	Misjudged	Brexit

www.gwinvestors.com			- @gwinvestors

Probability	DistributionBrexit Bremain

Actual	
Polls

Market	
Expectations



We	believe	it’s	also	Misjudging	Italy

www.gwinvestors.com			- @gwinvestors

Probability	DistributionNo	to	Reform Yes	to	Reform

Actual	
Polls

Market	
Expectations



What’s	Going	on	in	Italy?

www.gwinvestors.com			- @gwinvestors

Yes	– Political	Reform

No	– Political	Reform

Undecided



The	World	is	Underweight

www.gwinvestors.com			- @gwinvestors

Research 
Deutsche Bank Parag Thatte | (+1) 212 250-6605 | parag.thatte@db.com September 23 2016 

Equity positioning 
Regional equity mutual fund positioning 
� Asia ex Japan and Global funds are overweight and rest of the regional funds are 
underweight 

Source: Bloomberg Finance LP,  Factset, Deutsche Bank 
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www.gwinvestors.com			- @gwinvestorsSource:	FT

Left	for	Dead
International	Equity	Fund	Flows	in	Europe



Flows	Have	Driven	Returns

www.gwinvestors.com			- @gwinvestors
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Europe	on	Sale



Last	Year’s	Dogs	are	This	Year’s	Heroes

www.gwinvestors.com			- @gwinvestors
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Valuations	are	Very Attractive

www.gwinvestors.com			- @gwinvestors

0x
5x

10x
15x
20x
25x
30x
35x
40x
45x

Ru
ss

ia
Br

az
il

Po
lan

d
Cz

ec
h

Tu
rk

ey
Hu

ng
ar

y
Sp

ain
Po

rtu
ga

l
Ita

ly
No

rw
ay

Au
st

ria
Si

ng
ap

or
e

Ch
ina

Ko
re

a 
(S

ou
th

)
Un

ite
d 

Ki
ng

do
m

Ho
ng

 K
on

g
Isr

ae
l

Au
st

ra
lia

Fr
an

ce
M

ala
ys

ia
G

er
m

an
y

Fin
lan

d
Th

ail
an

d
Ne

th
er

lan
ds

Ta
iw

an
In

di
a

Sw
ed

en
Ca

na
da

In
do

ne
sia

So
ut

h 
Af

ric
a

W
O

RL
D 

AC
Sw

itz
er

lan
d

Be
lg

ium
Ja

pa
n

Ne
w

 Z
ea

lan
d

M
ex

ico
Ph

ilip
pi

ne
s

Un
ite

d 
St

at
es

Ire
lan

d
De

nm
ar

k
G

re
ec

e

CAPE	Ratios

Source:	Star	Capital



Even	Though	Fundamentals	Are	Strong

www.gwinvestors.com			- @gwinvestors
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Positioning	Within	Europe
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Positioning	Within	Europe
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96%	Correlation	(12	month	lag)

www.gwinvestors.com			- @gwinvestors

Overweight
Italy

Underweight
Germany

• Rising	Profit	Margins
• Lower	Wages
• Lower	Tax	Rate
• Better	Valuations
• Better	Corp	Governance
• More	Competitive	in	breakup

• Weakening	Profit	Margins
• Higher	Wages
• Higher	Tax	Rate
• Higher	Valuations
• Worse	Corp	Governance
• Less	Competitive	in	breakup



Bigger	Recovery	in	Italy
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Italian	Durable	Goods	Purchases



This	is	creating	great	opportunity
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Lollapalooza



What	if	you	could	get	this…

www.gwinvestors.com			- @gwinvestors3G	Capital Berkshire	Hathaway Markel
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At	his	preferred	Valuation

Ben	Graham



Obviously	this	isn’t	possible.

www.gwinvestors.com			- @gwinvestors

Forward	PE
28.8x

Forward	PE
27.3x

Source:	Factset

Price	/	Book
1.35x	/	135%

Price	/	Book
1.53x	/	153%



Combing	the	World	For	Another…

www.gwinvestors.com			- @gwinvestors

0%

50%

100%

150%

200%

250%

300%

350%

400%

450%

Year	0 Year	1 Year	2 Year	3 Year	4 Year	5 Year	6 Year	7

Early	Career	Absolute	Performance

0%

50%

100%

150%

200%

250%

Year	0 Year	1 Year	2 Year	3 Year	4 Year	5 Year	6 Year	7

Early	Career	Relative	Performance



A	Price	Ben	Graham	Would	Love…
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Price	/	NAV
0.80x	/	80%

Price	/	Book
1.35x	/	135%



Powerful	Value	Drivers
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Value-Added	Investor

Reinsurance	capital

Exceptional	Management	teams
ROIC	Focus

Less	Investor	Competition

Concentrated,	Contrarian	
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4.4% Revenue	
from	Italy
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Now	a	Healthy	Discount	to	NAV

www.gwinvestors.com			- @gwinvestors

Discount	(RH)NAV	(LH)

Stock	(LH)



We	Don’t	Want	the	Discount	to	Narrow
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Concentrated	Private	Equity	Portfolio

www.gwinvestors.com			- @gwinvestors

NAV:	€44.39

€8.56

€11.61

(20%	Discount)

€35.76€9.98

Net	Debt
€15.33

€26.53

Others €3.02
All	figures	per	EXO	share

Vs.



History	of	Value-Add	Management
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Recent	Economist	Transaction
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Today	
43.4%

Zero	Cash	Out	the	Door

2015
34.7%



An	Edge	on	Buffett	– Disciplined	Sale	History
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“Short	everything	that	guy	has	touched.”
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Buy	everything	this	guy	
has	touched.



A	Special	Situations	Machine	– Last	5	Years
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Best-In-Class	Underwriting
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20-Year	Pre-Investment	Combined	Ratio

98.9%	 99.0%	
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98.9%	 Free	Capital



Reasonable	Price	Paid
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Capital	Leaving	Industry

www.gwinvestors.com			- @gwinvestors

Lower	interest	rates	make	funding	from	reinsurance	policies	less	
attractive	to	non-core	players.	
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Estimated	Global	Reinsurance	Capacity



A	Particularly	Well-Timed	Acquisition
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0.4x

0.6x

0.8x

1.0x

1.2x

1.4x

1.6x

1.8x

9/4/07 9/4/08 9/4/09 9/4/10 9/4/11 9/4/12 9/4/13 9/4/14 9/4/15 9/4/16

RE RNR VR AHL ACGL

Acquisition	Announced
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The	Worst	Segment	Stabilizing
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JLT	Re’s Florida	Property-Catastrophe	ROL	Index

Source:	JLT
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1. Fair	price	paid	@	cyclical	bottom
2. Reinsurance	pricing	stabilizing
3. Specialty	lines	have	sustainable	competitive	advantage
4. LT	Focus	allows	responsible	U/W,	improve	capital	allocation
5. Free	capital	will	not	always	be	so	ubiquitous	
6. Defensive	business	model	poised	to	outperform	bear	market
7. Transaction	Advised	by	Industry	Maven



A	Capital	Junkie	in	a	Mad	World
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A	Junkie	Who	No	One	Believes…
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Who	Has	Missed	A	Few	Targets…
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Capital	Redirected
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Investment:

$3,718
Fiat	cash	outlay

2015	FCF:

$3,728
(Our	Estimates)

100%	Cash	ROIC



Key	Drivers

1.New	Product
2.Reduced	Incentives	on	Old	Vehicles
3.Commodities	Savings
4.Balance	Sheet	Savings
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1.	New	Product	– Next	12	Months
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€950-1600	million	tailwind

Model
Base	Case	
Volumes

Base	EBIT	
Contribution

%	of	2015	
EBIT

Bear	Case	
Volumes

Bear	EBIT	
Contribution

%	of	2015	
EBIT

Alfa	Romeo	Giulia 76.6k €361.7 7.1% 54.8k €258.6 5.1%

Maserati	Levante 25.2k €362.1 7.1% 11.2k €161.5 3.2%

Fiat	Toro	(Brazil	only) 69.1k €290.7 5.7% 30.3k €127.7 2.5%

Chinese	Local	Jeeps	
(Cherokee	&	Renegade) 190.0k €323.3 6.3% 152.0k €258.7 5.1%

Fiat	Tipo 71.7k €286.8 5.7% 43.5k €152.3 3.0%

2016	New	Segments 432.6k €1,624.6 31.8% 291.8k €958.8 18.8%



2.	Reduced	Incentives
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Model Town	&	Country Jeep	Compass	/	
Patriot

Dodge	Journey Fiat	Punto

Old	Model

Refreshing* Q1-2	2016 2H	2016 Mid	2016 Q4	2016
Avg.	MSRP $35,471 $23,058 $26,828 £10,990
Current	
Incentive

$4,500 $3,750 $2,875 £2,235

€600-700	million	tailwind



3.	Commodities	Savings
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>€700	million	tailwind	if	25%	Pass	Through

Commodities	per	vehicle 12/2014	Value 12/2015	Value Change

Steel $669 $432 -$237

Iron	Castings $34 $19 -$14

Aluminum $287 $236 -$51

Copper	/	Brass $168 $126 -$42

Platinum $128 $94 -$34

Rhodium $18 $9 -$8

Palladium $56 $40 -$17

Plastic $260 $168 -$92

Rubber $639 $457 -$182

Total	(per	vehicle) -$676

2015	Volumes	(millions) 4.16

Total	Fleet-Wide	Change	(millions) -€2,833



4.	Balance	Sheet	Savings
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~75%	of	2015	EBIT	Incremental
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Balance	Sheet	Strengthening	
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Net	Leverage

-0.20x
0.00x
0.20x
0.40x
0.60x
0.80x
1.00x
1.20x
1.40x
1.60x

Historical Forecasted

Investment-Grade	Rating	Coming



Relative	Fair	Value
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Recent	Issues
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1. German	auto	regulator	creating	headlines
2. Sales	reporting	missteps
3. Samsung	buying	Marelli?
4. 2018	Plan	confirmed	&	upgraded
5. M&A	unlikely	until	China	blows



Agricultural	Coiled	Spring
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Production	<	Retail	Demand
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Corn	Still	Below	Economic	Break-even
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Heavy	Short	Exposure
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Winding	Up	the	Coiled	Spring
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Days	to	Cover	Short	Interest

8.6 15.3 13.7



Significant	Operating	Leverage
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7.7%	
2015	EBIT	Margin

31.2%	
Incremental	Margin



Normalization	Drives	Significant	Upside
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$1,432
2015	Industrial	EBIT

+$1,294
Ag	Demand	
Normalization



Is	Ferrari	a	Luxury	Company?
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Limited	Editions	Outperform	the	S&P	500
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Even	Looking	at	the	Worst	Performer…
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What	other	products	appreciate	
in	value	after	sale?
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Demand	Recession-Proof
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Incremental

EBIT
margin

76%
www.gwinvestors.com			- @gwinvestors

2015	

Car
Deliveries

+6%



FCF	>	Double
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Cheapest	In	Class
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Putting	the	Pieces	Together
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Concentrated	Private	Equity	Portfolio
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NAV:	€44.39

€8.56

€11.61

(20%	Discount)

€35.76€9.98

Net	Debt
€15.33

€26.53

Others €3.02
All	figures	per	EXO	share

Vs.



NAV	Set	to	Triple
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Net	Debt
€10.28

€26.53

NAV:	€145.08

€72.00

€45.50

€16.01
Others €2.96	

All	figures	per	EXO	share



Time
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PriceStrategy

Right	in	Every	Way

Are	all	coiled	
springs

Lowers	cost	
of	capital

3G-Style	
Focus
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Learn	from	Others’	Mistakes
20k	Class	A	BRK	Shares	Sold	at	~$35
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Set	it	and	Forget	It.
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