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Value and Natural Resources
Back on Track

April 2022
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Ratio Growth / Value

Source: Bloomberg
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Year 2000 reloaded?

Source: Bloomberg
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GSCI/S&P500 Ratio: As cheap as it can get?

Oil Crisis

Internet bubble

Source: Bloomberg
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MSCI Mining /MSCI World, long trends are turning....  

Source: Bloomberg
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MSCI Energy /MSCI World, long trends are turning...  

Source: Bloomberg
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Inflation coming back?
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US PPI and CPI since 60 years

Source: Bloomberg
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We call it Strategic Value Investing

So basically, we buy good companies at inexpensive prices or extremely cheap companies. Bad 
businesses are usually toxic at almost any price.

• We don’t look for “shares that will go up”

• We neither “play the markets” nor look for “catalysts” or in any way put our investors’ money in the 
hands of future price movements

• We never “chase” the markets. We use markets’ prices as opportunities to buy or sell. We never act 
on a view on what the markets will do, because we don’t know

WE BUY BUSINESSES, NOT SHARES
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. A “good company” for us is one that delivers a return on equity well above its cost of capital, adjusted by risk, over
the cycle

. This only happens when companies’ profits are protected by barriers to entry, i.e., when supply has structural
difficulties to follow demand:

. Economies of scale

. Privileged access to raw materials or clients

. Proprietary products or processes

. Reputation effects

. Long lead times to add capacity

. In the end, companies earn returns above their cost of capital only if they are somehow protected from full
competition

. To determine if that will be the case, a thorough understanding of the competitive dynamics of the sector is
necessary

. This is essential to avoid value traps: for instance, European banks, utilities, & telecom in the last few years…

What is a good company
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• Leading position in a niche market

• Oligopolistic structure and a disciplined leader (Viscofan)

• Economies of scale in production (and commercial) leading to a 
cost advantage

• Small ticket per unit & “helps” the client yield leading to high 
switching costs and ricing power

• Production know-how. Intellectual Property entry barrier

Why is Devro a good company?
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• Growth: can grow sales 4-5% p.a.

• Margins: The company has high margins (EBITDA 25%-26%) and 
they are sustainable

• Historical median ROIC (25Y) is 13% and our model suggests that 
convergence ROIC is 14-15%

• Balance Sheet looks good: no concern on liquidity or maturities as 
net debt is GBP 125mn, which compares with an EBITDA of around 
60-65m GBP (2x vs. 1.5x target) and 5.5x interest coverage 

Why is Devro a good investment?
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• PER 2022E: 11x (historical median 15x 25y) EV/EBITDA 22 around 
6.7x, 4.7% dividend yield. 

• Converged Free Cash Flow of c. GBP 30mn for 2022 i.e. 10% Free 
Cash Flow Yield 

• We do a 360º valuation: apply median PE, EV/EBITDA, DCF at 10% 
discount, EV/IC and P/Book and we obtain an IV of 250p p.s., with 
an IRR  of 11-12%

• Why is it cheap? Managerial mistakes before 2016, small, illiquid, 
few analysts

• Viscofan?

Why is Devro a good investment?
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Source: Bloomberg
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Date NAV %

31.12.2020 407.9

31.12.2021 494.3 21.2%

MSCI World MSCI World MSCI World

EPS yield Div. Yield P/B

2021e 33.5 14.8 6.8% 22.8 4.4% 2021e 13.0 2.6% 1.7% 2021e 264.1 1.9 3.2

2022e 44.5 33% 11.1 9.0% 17.7 5.6% 2022e 15.7 21% 3.2% 2.0% 2022e 294.6 12% 1.7 2.8

2023e 48.0 8% 10.3 9.7% 16.3 6.1% 2023e 17.6 12% 3.6% 2.0% 2023e 321.1 9% 1.5 2.6

Year EPS % Year BPS % P/BP/E
EPS 
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Source: SIA Group / Bloomberg

Reporting LTIF Classic as of 31.12.2021 (aggregated data in EUR)

Look-through profitability
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Long Term Investment Fund Classic since inception (20 years)

Source: Bloomberg



21 / 46© 2022 SIA Group – www.s-i-a.ch 

All, all, all, everything, everything is about energy!
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BRICS, Digitalization, Infrastructure, EV,  etc.
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Industrial revolution was/is a carbon revolution
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EV impact on oil demand takes much longer…

in 2021 the share of EV & Plug-In Hybrids is 1.3%
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It is about density of energy

Source: Bernstein
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Switching from grains to lobster and white truffles?
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The problem with globalization, “dual circulation”…
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One should better start to invest…
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Pick the low hanging fruits first, it does not get easier!
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Project pipeline below pre-supercycle lows!
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Time lag is a decade...
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Deep capex cuts are a real problem
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Everywhere the same
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There is a lot of capex inflation
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How should all this work??
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Time to dig out the old books about economics… 
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Rather 3 times EV/EBITDA on spot prices...
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”The SIA value bracket” 

Exploration

Discovery

Decision to move into 
production

Announcement of 
financing, dillution, 
hedging

Cost overrun

Permitting problems

Delays

Investors throw the towel

Bank hike debt costs

Spent $ can be bought for 
Cents

Cashflow starts kicking in

Debt is being reduced

Dividends are being 
announced

Production fades

Expansion is 
needed

Going 
underground

New pits
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Majors are defensive, underperform in bull market

Source: Bloomberg
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Date NAV %

31.12.2020 87.1

31.12.2021 122.5 40.7%

S&P NR S&P NR S&P NR

EPS yield Div. Yield P/B

2021e 10.4 11.8 8.5% 11.6 8.6% 2021e 4.2 3.4% 4.0% 2021e 80.0 1.5 1.8

2022e 13.7 32% 8.9 11.2% 10.4 9.6% 2022e 5.0 18% 4.1% 4.0% 2022e 88.4 10% 1.4 1.5

2023e 13.4 -3% 9.2 10.9% 10.7 9.3% 2023e 5.1 3% 4.2% 3.9% 2023e 95.2 8% 1.3 1.4

% P/BYear DPS % Div. Yield Year BPS
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Source: SIA Group / Bloomberg

Reporting LTIF NR as of 31.12.2021 (aggregated data in EUR)

Look-through profitability
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LTIF NR vs Benchmark very strong in positive markets

Source: Bloomberg
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LTIF NR vs Benchmark very strong in positive markets

Source: Bloomberg
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LTIF NR was the winner on SharingAlpha in its category in 2021
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. Daily liquidity, cut-off time previous day at 4:00 pm CET

. Performance fees are assessed and paid yearly, subject to High Water Marks and Hurdle Rates

Long Term Investment Fund (SIA) structure

Compartments LTIF Classic Series

Investment style Long-only

Management fee 1.5% pa

Performance fee 15% (HWM and Hurdle Rate)

Currency EUR CHF USD EUR

ISIN number LU0244071956 LU0301246772 LU0301247077 LU1449969846

Telekurs valor 2'432'569 3'101'817 3'101'820 33'180'015

Bloomberg ticker LTIFCLA LX LTIFCLC LX LTIFCLU LX LTIFCLD LX

Distribution reinvested reinvested reinvested distributed

Compartments LTIF Natural Resources

Investment style

Management fee

Performance fee

Currency EUR CHF USD

ISIN number LU0244072335 LU0301246939 LU0301247234

Telekurs valor 2'432'575 3'101'836 3'101'839

Bloomberg ticker LTIFGEV LX LTIFGEC LX LTIFGEU LX

Distribution reinvested reinvested reinvested

 

1.5% pa 

15% (HWM) 
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Long Term Investment Fund 

. 15, avenue J.F. Kennedy

. L-1855 Luxembourg 

. Grand Duchy of Luxembourg

SIA Funds AG

. Alpenblickstrasse 25

. 8853 Lachen

. Switzerland

. Tel: +41 55 617 28 70

. Fax: +41 55 617 28 71

. website: www.s-i-a.ch

. e-mail: info@s-i-a.ch

Contacts

ADVERTISEMENT
This document has been prepared solely for information and advertising purposes and does not constitute a solicitation, offer or
recommendation to buy or sell any investment instruments or to engage in any other transactions. The related prospectus and the key 
investor information (e.g. KIID / Key Information Document) can be obtained free of charge from our homepage.

http://www.s-i-a.ch/
mailto:info@s-i-a.ch
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LTIF (SIA) Classic and Natural Resources

. Performance up to 31.05.06 is that of the BVI-based LTIF, of which the LTIF Luxembourg is an identical successor. Previous performance is audited by Ernst

& Young. Past performance is neither a guarantee nor a reliable indicator of future results. Performance data does not include the commissions and fees

charged at the time of subscribing for or redeeming shares. This information has been furnished to you upon request and solely for your information and

may not be reproduced or redistributed to any other person. It is not intended as an offer or solicitation with respect to the purchase or sale of shares of

the Sicav. Neither the Central Administration Agent nor the Investment Manager assume any liability in the case of incorrectly reported or incomplete

information. Please be aware that investment funds involve investment risks, including the possible loss of the principal amount invested. For a detailed

description of the risks in relation to each share in the investment fund, please see the latest version of the prospectus, simplified prospectus, annual and

semi-annual reports, which may solely be relied upon as the basis for investment decisions; these documents are available on www.s-i-a.ch or from the

Central Administration Agent FundPartner Solutions (Europe) SA, 15A, avenue J.F. Kennedy, L - 1855 Luxembourg. LTIF Classic and Natural Resources

(previously Global Energy Value) were approved for distribution in and from Switzerland by the Swiss Financial Market Supervisory Authority (FINMA)

according to Art. 19 al. 1 of the Collective Investment Schemes Act, paying agent is Banque Pictet & Cie SA, Route des Acacias 60, 1211 Geneva 73,

Switzerland. Legal representative in Switzerland is FundPartner Solutions (Suisse) SA, Route des Acacias 60, 1211 Geneva 73, Switzerland; notified to the

Austrian Finanzmarktaufsicht according to §36 of the Investment Funds Act; authorised in France by the Autorité des Marchés Financiers (AMF) pursuant to

Art. 411-58 of the AMF General Regulation; authorised by the German Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) according to §132 of the

Investment Act; authorised in Italy by the Bank of Italy and the CONSOB according to Article 42 of Legislative Decree no. 58 of 24 February 1998; registered

in the register of foreign collective investment schemes commercialized in Spain by the Comisión Nacional del Mercado de Valores (CNMV) pursuant to Art.

15 of the Law on Collective Investment Vehicles; recognised in the United Kingdom by the Financial Services Authority (FSA) as a recognised scheme within

the meaning of Section 264 of the Financial Services and Markets Act 2000.

Disclaimer

http://www.s-i-a.ch/

