THANK YOU



LA#7E night investing with
Michael



- Tweedy Brown research 1970-1983 (13 years)

-The mean return from net-nets stocks for the 13-year period was 29.4% per year
versus 11.5% per year for the NYSE-AMEX Index....

-The net current asset portfolio's exceptional performance over the entire 13 years

was not consistent over smaller subsets of time within the 13-year period.

For the three-year period, December 31, 1970

through December 31, 1973, which represents 23% of the 13-year study period, the mean
annual return from the net current asset portfolio was 0.6% per year as compared to 4.6%
per year for the NYSE-AMEX Index.

- The companies operating at a loss had slightly higher investment returns than the companies
with positive earnings: 31.3% per year for the unprofitable companies versus 28.9% per
year for the profitable companies.



Greenblatt:

Over a recent decade (2000-2009), looking at

just the top quartile (best-performing 25 percent)

of investment managers, almost all of these

top performing managers (96 percent) spent

at least one three-year period during that decade in the

bottom half of the performance rankings.

Fully 79 percent of those who ended up with the best

10-year record spent at

least three of those years in the bottom quartile of

performance and a staggering 47 percent, about half,

spent at least three of the ten years in the bottom decile of
performance (it’s unlikely that many of the original investors in this
achieve those great ten year returns!) Yet all of these managers enc
performance.



e Best 25%

e \\ OrSt 75%




S&P Cumalative SCHLOSS
S&P % SCHLOSS Cumalative %
1985 30 30% 25.0 25% -5
1986 18.5 54% 15.9 45% 2.6
1987 9.1 68% 26.9 84% 17.8
1988 15.8 95% 39.7 157% 23.9
1989 29.1 151% 2.9 164% -26.2
1990 -3.4 143% -12.8 130% 9.4
1991 29.1 213% 37.3 216% 8.2
1992 4.6 228% 12.3 255% 7.7
1993 9 257% 26.9 351% 17.9
1994 3.8 271% 15.2 419% 11.4
1995 34.3 398% 28.3 566% 6
1996 22.9 512% 22.1 714% 0.8
1997 30.8 701% 30.1 959% 0.7
1998 33.4 968% -5.9 896% -39.3
1999 25.7 1242% 29.8 1193% 4.1
2000 -16.2 1025% 37.3 1675% 53.5
2001 -11.7 893% 14.8 1937% 26.45
2002 -23.4 661% 7.6 2092% 31
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Anglo American plc
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Anglo American plc
(LON:AAL

Assets:

-~£40B
Mines depreciated £5B in
last 6 months
-All liabilities £35B

- Stock trading for £3.5B

. Met

Total Inventory
Prepaid expenses
Other current assets, total
Total current assets
Property, plant & eguipment, net
Goodwill, net
Intangibles, net
Lonmg term inwestments
Mote receivable - long term
COther long term assets
Total assets

LIABILITIES
Accounts payable
Accrued expenses
Meotes payablefshort-term debt
Current porticn long-term debt/capital leases
Other current liabilities, total
Total current liabilities
Total long term debt
Total debt
Dreferred income tax
hdincrity interest
Crther liabilities, total
Total liabilities

SHAREHOLDERS EQUITY
Common stock
Additional paid-in capital
Retained earnings (accumulated deficit)
Treasury stock - common
Unrealized gain (loss)
Other eguity, total
Total equity

Total liabilities & shareholders' equity
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Revenue ‘ 17 85 237 301 192 173

Operating

Income -57 -53 54 101 51 44
Net Income -38 -33 37 70 35 30
Operating Cash

Flow -11 -11 68 -57 43 1
Cap Spending -6 -6 -34 -42 -36 -20
Free Cash Flow -17 -18 34 -99 7 -19
Return on

Equity % -12.8 -10.5 11.8 27.6 17.9 19



Revenue Average 77 85 237 301 192 173
Operating

Income -57 -53 54 101 51 a4
Netincome [N 38 33 37 70 35 30
Operating Cash

Flow -11 -11 68 -57 43 1
Cap Spending -6 -b -34 -42 -36 -20
Free Cash Flow G 17 18 34 -99 7 -19
Return on

Equity % -12.8 -10.5 11.8 276 17.9 19




Over to you

a) Valuation (DCF)
b) Screening

c) Taxes

d) EBITDA

e)



CF CF CF

DCF=—To—2 g g —1
(141 (1) (14r)°

CF = Cash Flow
i = discount rate (WACC)




Present Value Discount rate

FCF 18%

£10,000 £8,475
£10,000 £7,182
£10,000 £6,086
£10,000 £5,158
£10,000 £4,371
£10,000 £3,704
£10,000 £3,139
£10,000 £2,660
£10,000 £2,255
£10,000 £1,911
£150,000 £28,660

£73,601

1
2
3
4
5
6
7
8
9
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Would you buy this business at £50K?

Profit 100% over ten years
7.2% per year




Multiple for Various Growth and Discount Rates

Discount Growth Rate

Rate 0% 2% 4% 6% 8%

10% 9.1x 10.6X 12.6X 15.1x 18.4x
12% 7.8X 9.0x 10.5x 12.4x 14 .9X
15% 6.5X 7.3X 8.3X 9.7X 11.3X
18% 9.5X 6.1X 6.8X 7.8X 8.9x
20% 4 .9x 5.5X% 6.1X 6.8X 7.7X%
25% 4.0x 4 3% 47X 5.2X 9. 7X
30% 3.3X 3.6X 3.8X 41X 4 35X




If you assume a growth rate you can afford to pay a little more
| don’t like to pay << normalised ~6x FCF
And selling around either:

Increase of 70%-100%
Around EBIT 10x or a P/E of 15 approx



