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Musings on “Global Value” Equity Investing

*  W.E. Buffett Comments from early 1980s During Value Investment Seminar
* “Tax deferral on unrealized gains is the only gift to investors from the US
government”
* Avoid agency costs
* Search for value investing shifts from 50 cent dollar bills to the search for
economic good will

e “Capacity to Reinvest”
* Global brands — Price inelastic demand
Population growth drives demand met increasingly by our portfolio company
expanded businesses
* Consumer disposable income growth
Multi-globally adept management
*  Multilingual
e Multicultural
Seek out vast total addressable markets in search for tax deferred increase in wealth



Thomas A. Russo
Managing Member

Gardner Russo & Quinn LLC
Musings on “Global Value” Equity Investing (cont.)

e “Capacity to Suffer”
* Pain today for tomorrow’s gains
* Berkshire Hathaway (acquired 1983)
* Nestle — 35 year “planning horizon” (acquired 1986)
* Heineken Holding (acquired 1986)
* SABMiller — emerging market beer specialist (acquired 2008)
* Brown-Forman — Bourbon bliss (acquired 1986)
* Weetabix plc (acquired 1986)
* CIE Richemont — “Too good to be true” (acquired 1997)



Heineken International
“Capacity to Suffer”
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Heineken Holding N.V.
Family-Controlled Company
Capacity to Reinvest/Capacity to Suffer

* Family control has permitted more effective long-term investments amongst our
portfolio companies such as Heineken:

* Heineken Holding — Brazil — “No when Yes,” “Yes when No™ (1986)

* Business booming in 2019, margin expansion slows, and Heineken
shares plummeted

* During Pandemic, Heineken, through its listed Indian subsidiary,
United Breweries of India, gained majority ownership, without any
payment for control



Heineken Holding N.V.
Family-Controlled Company
Capacity to Reinvest/Capacity to Suffer (cont.)

* Heineken continues to grow a premium portfolio through innovation and
acquisitions as suggested by the following dominant brand family:




Heineken’s Bright and Promising Future

Dominant global leading premium beer worldwide

Market share dominance in several key profit centers:

e Mexico
*  Vietham
e Brazil

e Mainland China

Promising new markets into which Heineken’s mature market free cash flows can
be redeployed, to drive long-term growth in intrinsic value on a per share basis.
* India — 2022 increased to majority ownership. Heineken advances to full
voting control.

New markets focus across Africa and on its premium beer joint venture
with China Resources Beer (Holdings) Company Limited in China



Heineken’s Bright and Promising Future (cont.)

* Appealing Heineken economics support efforts to convert Total Addressable Market
* Population growth — 20 million new legal drinking age Indians arrive each year for
the next three years
* India’s increasing growth in per capita consumption growth — from 1.1 to 1.8 liters
per capita per year
* Mainland Chinese per capita consumption has grown to over 35 liters per capita
over the past 20 years

* Valuation discount of Heineken Holding N.V. shares when compared to
Heineken N.V. shares.
* Heineken Holding N.V. company shares trade at a nearly 20 percent discount from
Heineken N.V. shares. (See following table.)
* Discount valuation at Holding company shares despite their valued voting rights
* Exceptional capacity to deploy growth capital through investments designed to
meet growing demand over the next 20 years
* Attractive valuation, especially from the perspective of the Holding company
shares’ price discount to Heineken N.V. share price



Attractive Valuation Discount

Heineken Holding N.V.
Share Price Discount To Heineken N.V.
From 01/01/2007 To 04/26/2022
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Attractive Valuation

Estimates
VALUATION 2025E 2024E 2023E 2022E Today
Last price € 7510
Shares 576
Market capitalization 43,255
Total debt 16,873
Cash and cash equivalents 3,248
Enterprise value 56,580
Price/earnings 12.6 13.9 15.4 173
EV/EBITDA 7.8 8.3 8.9 9.7
Implied share price at forward P/E € 13278 € 11641 € 10137 8754
Implied return 16.7% 17.8% 19.6%
Implied price at forward EV/EBITDA € 13009 € 11525 € 101.53 89.05
Implied return 16.1% 17.3% 19.7%
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Attractive Unit Economics

Heineken
Fev,/ hl €126.71
Cost / hl £00.06

Operating profit (beia) / hl €27.65
Total operating profit €1.2B
Volume (hl) 43M

All amounts expressed in Euro, unless otherwise noted
Source: company filings, GRQ estimates

Heineken 0.0

€147.27

Chinese Super
Premium beer

$809.00

Mainstream beer

€87.19

£75.41

€11.78
€2 2B

205M
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Semper Vic Partners, L.P.

Compound Annual Returns A.nal}'sisl
3/31/22 - 12/31/90
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SABMiller
“Capacity to Reinvest”
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http://www.sabmiller.com/index.asp?pageid=1425
http://www.sabmiller.com/index.asp?pageid=1418
http://www.sabmiller.com/index.asp?pageid=1669
http://www.sabmiller.com/index.asp?pageid=1430
http://www.sabmiller.com/index.asp?pageid=1423
http://www.sabmiller.com/index.asp?pageid=1419
http://www.sabmiller.com/index.asp?pageid=1429
http://www.sabmiller.com/index.asp?pageid=1436

SABMiller

“Capacity to Reinvest”
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Sample Portfolio Performance, Portfolio Manager “Capacity to Suffer”
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Turnover Summary

Semper Vic Partners 2002 - 2021
LP ap
2002 10.22%
2003 5.59% partial
2004 9.59% 250%
2005 4.72% 0.50%
2006 4 D&% 0.60%
2007 5.28% 6.19%
2008 13.67% 18.24%
2009 TAT% 6.89%
2010 10.59% 9.37%
2011 3.18% 1.59%
2012 4 77% 0.74%
2013 4.78% 1.33%
2014 2 80% S561%
2015 T.83% 8.34%
20186 4.97% 5.18%
2017 1.71% 1.51%
2018 447% 6.53%
2019 3.24% 308%
200 10.92% 15.11%
2021* T.78% 10.53%
3 Year Average T.31% 957%
3 Year Median T.78% 10.53%
5 Year Average 5.62% T.35%
5 Year Median 447% 6.53%
10 Year Average 5.33% 5.80%
10 Year Median 4.78% 5.40%
15 Year Average G.41% 6.68%
15 Year Median 4 97% 6.19%
20 Year Average 6.52%
20 Year Median 5.28%

*2021 Turmover is through 12031721,

Gardner Russa B Quinn LLC



Portfolio Manager

“Tax-Deferral Benefits”

Semper Vic Partners, L.P.
After Tax Rate of Retumn, Met of Expenses
July 16, 1880 - December 31, 2021
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Backsround Information: Thomas A, Busso. Gardoner Busse & Qunn LT.C

Thomas A. Fusso joined Gardner Investments as a partmer in 1989, In 2014, Mr. Russo
became the Managing Member of the firm. Mr. Eusso serves as Managing Member of Gardner
Eusso & Quinn I1.C and of Semper Vic Pariners GP, LP, which oversees two “global value,™ long-
only, equity investment partnerships, the first of which Mr. Fusso founded in 1983, Mr. Russo
oversees more than 58 billion distnbuted between Semper Vic partnerships and separate accounts
managed m parallel fashion

In his role as a global imvestor, Mr. Russe attempts to commit clients” capital to globally
leading compames whose brands permut them the capacity to develop market shares mn those parts
of the world that are undergoing economic growth and mncreasing political stabality. Such
economic growth, coupled with increased consumer disposable income, creates a large total
addressable market (ak.a. TAM) for his businesses to address. He prefers companies with
sufficient cash flows from existing operations to allow them to underwrite long-term-cnented
mvestments required to build market share and develop enduring franchises.

In selecting mvestments, Mr. Fusso locks for compantes that possess two valued
“capacities,” 1.e., the “Capacity to Reinvest” and the “Capacity to Suffer.” It is rare to find a
company that possesses the above-mentioned “Capacity to Feinvest.” It is even more rare to find
management teams that have the “Capacity to Suffer.” Chr company managements have the
“Capacity to Suffer” when investments, required to ensure strong growth in intrinsic value on a
per share basis. mevitably burden current, reported profits. He has found over the vears that
family-controlled public companies are often best positioned to withstand criticism which comes
from Wall Street when the burden of such long-term investments weighs negatively upon reported
short-term profits. Hence, he has relied over ttime on public company mvestments where formding
families still retain contrel and significant investment exposure. Typically over 50 percent of Mr.
Fusso’s portfolio companies remain family controlled.

Founding families of our public companies, like Mr. Russo and his investors, prefer the
ability of investments, intended for long-term gains, to allow one to hold positions tax efficiently
for as long as franchises, built by such long-term mvestments, continue to deliver growth in
mirinsic value on a per share basis.

Thomas Fusso is a graduate of Dartmouth College (BA 1977), and Stanford Business and Law
Schools (JDVMBA 1924). Membershaps include Dean’s Advisory Council for Stanford Law School,
Dartmouth College’s President’s Leadership Council, and California Bar Association. Mr. Russoisa
charter member of the Advisory Board for the Heilbrnumnn Center for Graham & Dodd Investing at
Colmmbia Busimess School. He serves on the boards of the Winston Churchill Foundation of the U5,
Facing History and Ourselves, and Storm King Art Center. In May 2017, Mr. Busso received The
Gabelli Prize in honor of Graham & Diodd, Mwmay, Greenwald for Value Investing.



Disclosure
* Sample Portfolio s’ “global value” equity investment style is value-oriented and long-term-minded. Sample Portfolio has
provided over the years considerable exposure to foreign companies that evidence a strong “capacity to reinvest.” Indices
against which Partnership performance is compared will not precisely mirror composition, risk or investing style of the
Partnership. The Partnership is more highly concentrated than the indices given that it has a portfolio of approximately
twenty issuers. Compound annual returns for Sample Portfolio, as other returns of the major indices, are expressed with
dividends reinvested. Sample Portfolio’ historic results shown above are for Sample Portfolio, a general partnership,
through July 16, 1990, and for its successor limited partnership, Sample Portfolio, thereafter. Annual returns are limited
partner returns and are expressed net of all expenses. Reported Partnership net-of-fees performance will be impacted by
the presence of non-billed, family accounts. Any results that include Sample Portfolio estimated monthly performance
(including year-to-date and compound annual performance) are unaudited. Past performance is not a guarantee of future
results and does not diminish possibility of loss.

The material contained in this communication is intended solely for the recipient. No further dissemination is permitted
without the written consent of Gardner Russo & Quinn LLC.
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