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Commentary1

beyond that to MIM’s estimate of fair value (5x the current price).” 

What MIM did not make clear in its write-up then is that broadcasting 
(the tentatively disallowed franchise) is only 50% of ABS-CBN’s sales 
and EBITDA. In MIM's opinion, even assuming the franchise non-
renewal sticks (it is believed the committee decision of some 70 
house representatives must be ratified by the full house, some 300+), 
and is cut in half (it shouldn’t be, given the many cost savings and 
remedial revenue channels they could use the content for), net debt 
of $127M would be barely more than 1x EBITDA and entirely 
manageable.

MIM believes the most likely outcome remains that the broadcasting 
franchise is renewed. This is because the frequencies are worthless 
without the extensive broadcasting equipment (ie the stations and 
towers all over the country) to support them, given those assets are 
owned by the corporation regardless of the franchise. The 
corporation also owns valuable real estate and other ancillary assets. 
MIM is not concerned about the entity surviving, but this was 
obviously not in its base case scenario. Worst case, the franchise non-
renewal sticks (is ratified by the full house), and so instead of $1.50 in 
fair value we’re looking at $0.75. That would still be a favourable 
return on current shares held. With the stock at US$0.14 at the end 
of July, it has 5.4x upside to $0.75 (MIM’s base case if broadcasting is 
permanently shut down) and 10.7x upside to $1.50 (MIM’s base case 
if broadcasting franchise ultimately renewed).
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MSCI All Country World Index 
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Fund inception date 13 June 2017

Class P inception date 13 October 2017

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.

Performance2 – 31 July 2020

MGVEF 
(Class P)

Index (AUD) Excess return

1 month (8.6%) 1.1% (9.7%)

3 months (11.9%) 3.5% (15.4%)

1 year (30.8%) 3.0% (33.8%)

Since inception3 (12.5%) 9.8% (22.3%)

The Mittleman Global Value Equity Fund  - Class P declined 8.6% in 
June, vs. a 1.1% gain in the MSCI ACW Net Total Return Index.

In July, the top three performing stocks, from a contribution 
standpoint, were Aimia Inc. (+6.5%), Greatview Asceptic Packaging 
(+12.9%), International Game Technology (+10.9%). The smaller 
percentage increase in Aimia was more impactful than the percentage 
increase in Greatview Asceptic due to its higher weighting in the 
portfolio.

The bottom three performing stocks, from a contribution standpoint, 
were Revlon (-36.2%), ABS-CBN Holdings (-49.5%), and CMIC 
Holdings (-13.0%).  The larger percentage decline in ABS-CBN was 
less impactful than the percentage decline in REV because of its 
smaller weighting in the portfolio. The recent weakness in Revlon was 
detailed in MIM’s Q2 quarterly report released recently (available 
here).

After an eight day trading halt in July, ABS-CBN’s stock re-opened and 
was nearly cut in half.  MIM covered the prospect of what happened in 
the one-pager on ABS-CBN in its What We Own and Why publication 
earlier this year (excerpt below):

“Beginning in April 2017, Philippine President Rodrigo Duterte began 
threatening that he would not allow ABS-CBN to have their 25-year 
broadcast concession renewed upon expiration Mar-20, presumably 
because they have provided critical news coverage. The stock has been 
under relentless selling pressure ever since and would need to triple 
to get back to where it was before his initial threat. The pressure on 
ABS has been intensifying, with the Solicitor General recently filing to 
have the franchise revoked. Filipinos took to the streets to protest. I 
believe it is highly unlikely that the Filipino people will tolerate a return 
to the deprivations of the Marcos era, when freedom of speech was 
the first right to go (Marcos seized ABS-CBN in 1972, it was restored 
in 1986 upon his ouster). Recent news stories indicate even normally 
loyal Duterte political operatives have been far more equivocal on this 
matter given the obvious over-reach it represents. But even if it were 
to transpire, ABS-CBN could run their programming on a competing 
broadcaster’s channels, for a fee of course that would impair profits 
immensely, but such an outcome is already more than in the share 
price. ABS-CBN is a dominant, well-positioned collection of media 
properties, with decades of track record. In such a fast-growing 
country, it should not be trading in the open market for less than 3x 
EBITDA today, when similar companies in slower growing developed 
markets trade for around 7x to 10x EBITDA and more. Once the 
political threat is over the stock should triple with plenty of upside 

https://brookvine.com.au/wp-content/uploads/2020Q2_Mittleman-Global-Value-Equity-Fund_Quarterly-Report_Class-P.pdf
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Sector allocation4

Consumer Discretionary
72.1%

Consumer Staples
8.7%

Financials
2.7%

Materials
10.4%

Healthcare
3.8%

Industrials
2.2%

Cash
0.1%

Portfolio statistics6Top 10 holdings4

As at 30 June 2020

MGVEF Index

Weighted Avg Market Cap $US1,163m US$15,933m

Median Market Cap US$596m US$4,768m

EV/EBITDA 5.3x 12.4x

Price/FCF 6.8x 17.9x

Free Cash Flow Yield 14.8% 5.6%

Number of Securities 14 2,988

As at 31 July 2020

Stock Country Weight

Aimia Inc Canada 24.7%

Village Roadshow Australia 16.1%

Greatview Aseptic Packaging Hong Kong 10.4%

Cineplex Canada 9.4%

International Game Tech US 9.1%

Revlon US 8.7%

AMC Entertainment Holdings US 5.6%

CMIC Holdings Japan 3.8%

ABS-CBN Holdings Corp Philippines 3.6%

American Equity Inv Life Holding US 2.7%

Country allocation4

US
30.2%

Canada
34.2%

Hong Kong
10.4%

Greece
1.2%Australia

16.1%

Philippines
3.6%

Japan
3.8%

Mexico
0.4%

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

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

4. Portfolio holdings, country allocation and sector allocation of MGVEF are as of 31 July 2020 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.
5. Portfolio statistics are reported in USD and are as at 30 June 2020. The statistics are updated in the report as at the end of each quarter. 


