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Country allocation4

US
40.4%

Canada
20.9%

Korea
6.0%

Hong Kong
11.5%

Greece
2.8%

Australia
6.9%

Philippines
3.7%

Japan
5.3%

Mexico
0.8%

France
1.5%

Fund details

Index
MSCI All Country World Index 
(ACWI) Net Total Return in AUD

Fund inception date 13 June 2017

Class P inception date 13 October 2017

The Mittleman Global Value Equity Fund (MGVEF) advanced 2.9% in 
November, vs. a 4.3% gain in the MSCI ACW Net Total Return Index.

The top three performing stocks from a contribution standpoint 
were Clear Media (+31.9%), Aimia Inc. (+5.7%), and International 
Game Technologies (+12.2%). The larger percentage gain in IGT was 
less impactful than the percentage gain in Aimia because of Aimia’s 
larger weighting in the portfolio.    

The bottom three performing stocks, from a contribution standpoint, 
were Revlon (-5.6%), AMC Entertainment (-12.7%), and Intralot 
(-13.5%). The larger percentage declines in AMC and Intralot were 
less impactful than the percentage decline in Revlon because of their 
smaller weightings in the portfolio. 

On 20 November, it was reported by Bloomberg (who sourced 
Dealreporter) that Clear Channel Outdoor (Ticker: CCO) was 
exploring the sale of its 51% stake in Clear Media and that potential 
buyers include private equity firms such as Carlyle. On 29 November, 
Clear Media and Clear Channel Outdoor confirmed the rumours via 
company filings. Clear Media’s stock has advanced approximately 
60% (as at 4 December) since the initial Bloomberg/Dealreporter 
report. 

At the end of November Clear Media traded at a valuation of less 
than 3x EBITDA in an industry where most peers are leveraged and 
almost never trade for less than 10x EBITDA, while Clear Media has a 
net cash balance sheet. 

MIM’s assessment of fair value is USD 2.10 per share, up +169% 
from the 31 December 2018 closing price of USD 0.78 per share, 
not including the sizable cash dividend payments that are expected 
to continue.

Aimia reached an agreement with MIM in November to reconstitute 
the company’s entire slate of independent directors (with the 
exception of Phil Mittleman). MIM is now in an optimal position to 
have Aimia led by engaged, owner-operators, who are disciplined 
and driven to enhance shareholder value.

Aimia also approved an additional C$125M capital return to 
preferred and common shareholders. MIM’s NAV estimate for Aimia 

1. The securities herein identified and described do not represent all of the securities purchased, sold or recommended for client accounts. The reader should not assume that an investment in the 
securities identified was or will be profitable. There is no assurance that any securities discussed herein will remain in the portfolio at the time you receive this report, or that securities sold have not 
been repurchased. There can be no assurance that investment objectives will be achieved. All dollar amounts within this report are in USD unless otherwise stated. 
2. Performance figures are presented in AUD on a net, pre-tax basis and assume the reinvestment of distributions. Past performance is not an indicator of future performance. Figures in the table may 
not sum correctly due to rounding. 
3. Since inception returns are annualised and calculated from 13 October 2017. Past performance does not guarantee future results. 
4. Portfolio holdings, country allocation and sector allocation of MGVEF are as of 30 November 2019 and are subject to change and should not be considered as investment recommendations to trade 
individual securities. Country allocation does not include cash. 

Performance2 – 30 November 2019

MGVEF 
(Class P)

Index (AUD) Excess return

1 month 2.9% 4.3% (1.5%)

3 months 14.1% 7.0% 7.0%

1 year 0.8% 22.7% (22.0%)

Since inception3 2.2% 15.2% (13.0%)
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Commentary continued

is C$7.10, which is 83% higher than the November month-end 
stock price, with no value for the significant tax assets, and no 
control premium.

IGT reported very strong Q3 earnings on November 14th, beating 
sell-side expectations across all metrics. IGT has defensive revenues, 
long-term contracts (averaging about seven years) and its US gaming 
business is stabilising.  

As IGT continues to pay down leverage MIM believes it will begin 
to redirect some meaningful FCF into share buybacks, as the cash 
dividend is only $164M out of $500M in FCF. MIM’s estimate of fair 
value remains $28/share at 9x EBITDA (est. $1.53B for 2020) and 
12x FCF. 

Revlon dropped 15% on Q3 reported earnings falling short of sales 
estimates but beating on EBITDA. Revlon has since recovered, due 
in part to the most recent scan data from Nielsen and IRI, which was 
very strong for Revlon and Almay.  This positive momentum should 
bode well for Revlon’s Q4 results. 

Also of interest, Coty (Ticker: COTY), which is Revlon’s closest public 
comparable, announced it is buying a 51% stake in Kylie Cosmetics, 
paying 6.7x sales or 27x EBITDA for a company, unlike Revlon, which 
is yet to prove its endurance throughout the business cycle. 

MIM presumes the Goldman Sachs-run process will most likely 
result in an auction for some or all of the parts of the business 
in the not-too-distant future. MIM’s minimum estimate of fair 
value remains at $40, based on EV/EBITDA($400M)=12.5x, P/
FCF($100M)=21x, 2x sales ($2.5B).

AMC reported very strong quarterly results for Q3. The US 
Department of Justice announced it will ask a court to terminate 
a 70-year-old antitrust settlement (the Paramount Decrees) 
that barred Hollywood studios from owning theatres - https://
www.bloomberg.com/news/articles/2019-11-18/studios-could-
buy-theaters-with-u-s-move-to-end-antitrust-order. Should the 
Paramount Decrees be terminated AMC becomes a potential 
acquisition target for production studios.

Even if the studios don’t buy-out the major theatre operators, and 
simply begin to reintroduce the anti-competitive “block-booking” 
practices of the days before 1949, the larger theatre chains have the 
scale now to effectively push back.⁵ But what surprises MIM most 
is the almost reflexive dismissal by the analyst community of the 
concept that studios would want to own theatres.

Netflix is on track to burn $3.5B in cash in 2019, and another $2.7B 
in negative FCF is expected in 2020. Netflix is spending as much, if 
not more for its content production as the major studios, so why 
not avail itself of the fair share of the nearly $6B (roughly half of the 
nearly $12B in total box office receipts) that the studios currently 
take in from that distribution channel? Buying a theatre chain like 
AMC would allow Netflix to do so largely on its own terms, meaning 
it could decide what length the theatrical release window would be 
for its own content in its own theatres. The free cash flow generated 
can then help fund Netflix’s content expansion.   

Disney is another likely prospective buyer of AMC, as it would 
protect the theatrical eco-system from the disruption a Netflix-type 
of owner could introduce. Disney would see substantial accretion on 

all fronts (given DIS trades at 16x EBITDA and 30x FCF), and would 
get to turn the front end of AMC’s theatres into mini Disney stores 
for merchandising.

MIM’s minimum fair value target for AMC is $27 per share, which 
is 3.3x November month-end closing price of $8.18. $27 would be 
an enterprise value to EBITDA multiple of 9.7x EBITDA of $800M. 
A multiple substantially lower than the market indices trade at today. 
This for the largest movie theatre chain in the world, a recession-
proof business (sales didn’t even decline post the GFC), and in a 
world where content and distribution are rapidly coming together 
(for example: AT&T’s (distribution) buy of Time Warner (HBO, 
content) last year for 14x EBITDA).

To sum it all up, MIM finds the above developments to be very 
encouraging and believes this is the very beginning of the long 
overdue and long-awaited catch-up.   

5. A system of selling multiple films to a theatre as a unit, under which independent theatre chains were forced to take large numbers of second-rate films.
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This document has been prepared and issued by Mittleman Investment Management, LLC. (MIM) and is intended for the general information of ‘wholesale clients’ (as defined in the Corporations Act 
2001) only. MIM is exempt  from holding an Australian Financial Services Licence pursuant to ASIC Class Order 03/1100 ‘Relief for US SEC regulated financial service providers’ in respect of the financial 
services it provides to Wholesale Clients, and is not licensed to provide financial services to retail clients, in Australia. MIM is regulated by the Securities and Exchange Commission of the United States of 
America under US laws, which differ from Australian laws. Equity Trustees Limited (Equity Trustees) (ABN 46 004 031 298, AFSL 240975) is a subsidiary of EQT Holdings Limited (ABN 22607 797 615), 
a publicly listed company on the Australian Securities Exchange (ASX:EQT). Equity Trustees is the Responsible Entity of the Mittleman Global Value Equity Fund (ARSN 161 911 306). This document is 
neither an offer to sell or a solicitation of any offer to acquire interests in any investment. The information contained in this document is of a general nature only. Accordingly, reliance should not be placed 
on this information as the basis for making an investment, financial or other decision.  In preparing this document, MIM has not taken into account the investment objectives, financial situation and needs 
of any particular person. Before making any investment decision, you should consider whether the investment is appropriate in light of those matters. Whilst every effort is taken to ensure the information 
in this document is accurate, MIM and Equity Trustees provides no warranty as to the accuracy, reliability and completeness of the information in this document and you rely on this information at your 
own risk. To the extent permitted by law, MIM and Equity Trustees disclaims all liability to any person relying on the information contained in this document in respect of any loss or damage (including 
consequential loss or damage) however caused, which may be suffered or arise directly or indirectly in respect of such information. Past performance is not a reliable indicator of future performance. The 
return of capital or any particular rate of return is not guaranteed.

Mittleman Investment Management, LLC (MIM) is an SEC-registered investment advisor based in New York that pursues superior returns 
through long-term investments in what it deems to be severely undervalued securities, while maintaining its focus on limiting risk. It invests 
in businesses that are proven franchises with durable economic advantages, evidenced by a well-established track record of substantial 
free cash flow generation over complete business cycles, and only when the very low valuation at which the investment is made provides 
a significant margin of safety. MIM’s value-oriented strategy is to invest in a concentrated portfolio (usually between 15 to 20 securities) of 
primarily common stocks, unrestricted as to market capitalisation, and in both developed and emerging markets.

Investment strategy

Portfolio statistics7

For more information contact: Natalie Hall on 
+61 2 9328 6445 or nataliehall@brookvine.com.au

Top 10 holdings6

Sector allocation6

Consumer Discretionary
56.5%

Consumer Staples
24.3%

Financials
4.5%

Telecommunication 
Services

6.0%

Materials
2.2%

Healthcare
5.3%

Industrials
1.1%

As at 30 September 2019

MGVEF Index

Weighted Avg Market Cap US$1,376m US$16,341m

Median Market Cap US$542m US$5,370m

EV/EBITDA 6.0x 11.4x

Price/FCF 9.8x 20.5x

Free Cash Flow Yield 10.2% 4.9%

Number of Securities 18 2,852

As at 30 November 2019

Stock Country Weight

Aimia Inc Canada 20.9%

Revlon US 20.5%

International Game Tech US 7.9%

Clear Media Hong Kong 7.4%

Village Roadshow Australia 6.9%

AMC Entertainment Holdings Inc US 6.1%

KT Corp Korea 6.0%

CMIC Holdings Japan 5.3%

ABS-CBN Holdings Philippines 3.7%

Intralot Greece 2.8%

6. Portfolio holdings, country allocation and sector allocation of MGVEF are as of 30 November 
2019 and are subject to change and should not be considered as investment recommendations 
to trade individual securities. Country allocation does not include cash. The securities herein 
identified and described do not represent all of the securities purchased, sold or recommended 
for client accounts. The reader should not assume that an investment in the securities identified 
was or will be profitable. There is no assurance that any securities discussed herein will remain 
in the portfolio at the time you receive this report, or that securities sold have not been 
repurchased. There can be no assurance that investment objectives will be achieved.
7. Portfolio statistics are reported in USD and are as at 30 September 2019. The statistics are 
updated in the report as at the end of each quarter. 


