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U N C O V E R I N G  VA L U E :  Holding Companies

Giving himself the daunting task of finding “Berkshire Hathaways of 1980,” Todd Peters is assembling a portfo-
lio of publicly traded investment holding companies. Here’s a sampling of those making the first cut.

It’s not surprising that investors often 
speak of CEOs they admire using invest-
ment-oriented terms. How they buy low 
and sell high. How they’re willing to take 
a through-the-cycle perspective. How they 
bet with conviction against the crowd.

Taking that notion further, value inves-
tors can be partial to publicly traded in-
vestment holding companies. The obvious 
example is Berkshire Hathaway, but the 
list also includes long-term “compounding 
machines” such as Leucadia, Loews and 
Brookfield Asset Management. In each 
case, singular managers or management 
teams allocate capital in and out of owned 
and operated businesses as well as stakes 
of public and private companies. In select 
cases the returns – in the form of increased 
holding-company market values – can put 
traditional money managers to shame.

Giving himself the daunting task of 
finding “Berkshire Hathaways of 1980,” 
Todd Peters of Lyndhurst Alliance is 
launching next month an investment strat-
egy focused solely on investment holding 
companies. Since 2000 he has been build-
ing a database – which now numbers 
around 85 – of publicly traded holding 
companies from around the world which 
for all intents and purposes operate as 
concentrated traditional money managers 
with permanent capital bases. He expects 
to own nine to twelve of such companies 

at a time, well diversified across industries 
and geographies.

One typical example is Sweden’s In-
vestment AB Kinnevik, which over many 
years – largely under the direction of cur-
rent Chairman Cristina Stenbeck – has 
transformed its portfolio of businesses 
from old-line industrial to one focused 
on telecommunications, financial services, 
online commerce and media. Roughly half 
of its companies’ revenues come from Eu-
rope, while the rest is in emerging markets 
in Latin America, Eastern Europe, Africa 
and Asia. Its shares currently trade at 
book value, and Peters considers Kinnevik 
a “strategic compounder,” whose mix of 
businesses can support 15-20% annual in-
creases in book value over time. 

Another strategic compounder in his 
portfolio is France’s Bollore Group, origi-
nally founded in 1822 and run in a more 
aggressive activist fashion by scion Vin-
cent Bollore since 1981. Its reach is broad, 
including operating businesses in three 
segments – Transportation and Logistics, 
Communication and Media and Electric-
ity Storage and Solutions – and a €2 bil-
lion stock portfolio that includes large po-
sitions in global PR firm Havas, research 
firm Harris Interactive and media com-
pany Vivendi. While Bollore’s shares have 
risen sharply over the past three years, 
Peters believes paying 1.5x book value to-

day for a company that has in recent years 
grown that book value by 25% per year 
will ultimately prove to be a bargain.

Among his more opportunistic plays are 
Canada’s Dundee Corp. and Hong Kong-
listed First Pacific Co. Dundee, controlled 
by legendary Canadian entrepreneur Ned 
Goodman, owns a number of public and 
private businesses focused largely on real 
estate, energy and precious metals, the lat-
ter two of which haven’t been in the mar-
ket’s favor. At $14.25, Dundee’s ADRs 
are off 35% in the past year and currently 
trade at 50% of the company’s year-end 
2013 book value. At that level, says Peters, 
“I’m more than happy to bet on Mr. Good-
man’s ability to identify and assemble the 
right assets to own when the cycle turns.”

The fortunes of First Pacific, controlled 
by Indonesian tycoon Anthoni Salim, are 
closely tied to those of the Philippines, 
where it owns large stakes in the leading 
telephone company, an infrastructure-
focused merchant bank and a large food 
company. Its shares also trade at half of 
book value, in no small part because of the 
economic damage done by last year’s ty-
phoon and this year’s political unrest. As 
the Philippine economy mends and more 
recent diversifying investments by Salim 
in Vietnam, Thailand and Myanmar start 
to bear fruit, Peters expects First Pacific’s 
shares to advance as well.  VII

Betting on the Jockey

Investment holding companies can be complicated to analyze and trade at discounts to net asset value for extended periods, but under 
inspired leadership can also become long-term compounding machines. Here are one manager’s current picks for the best of the breed. 

Berkshire Hathaway of 1980?

Company Home Chairman Ticker Price@ 
3/28/14

Market Cap 
($Mil)

52-Week Price Vs.
52-Week HighLow High

Bollore France Vincent Bollore BOIVF 648.05 15,740 372.70 648.05 0.0%

Dundee Corp. Canada Ned Goodman DDEJF 14.25 771 13.90 26.51 (-46.2%)

First Pacific Hong Kong Anthoni Salim FPAFY 5.08 3,900 4.83 7.77 (-34.6%)

Investment AB Kinnevik Sweden Cristina Stenbeck KINNF 35.36 9,810 23.25 47.80 (-26.0%)

Sources:  Lyndhurst Alliance, other publicly available information
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E D I T O R S ’ L E T T E R

There’s no question that Prem Watsa 
of Fairfax Financial [VII, July 30, 2010] 
is one of the most accomplished value in-
vestors of his and any other generation. 
Employing a business model not unlike 
Warren Buffett’s for Berkshire Hathaway, 
Watsa’s Fairfax has grown its book value 
by an annualized 21% since he founded 
the company in 1985. 

It has hardly been a smooth ride. The 
Wikipedia profile on Watsa dutifully notes 
that “he has been called the Canadian 
Warren Buffett,” but qualifies that imme-
diately by adding that this moniker is ap-
plied to him “during successful periods of 
investing.” As an investor willing to make 
highly concentrated bets, he has endured 
sustained periods of less-than-successful 
results, when the comparisons haven’t 
been quite so flattering.

The impact of fallow periods on even 
his medium-term investment results can 
be striking. Over the past three years 
Watsa has been not just a little bearish, 
but “bearish with the conviction of a self-
made billionaire who runs nearly perma-
nent capital,” writes Cove Street Capital’s 
Jeffrey Bronchick [VII, January 31, 2013] 
in his latest investor letter. At year-end 

2012, Fairfax put its “stocks with hedg-
ing” performance over the previous five 
years – which included a remarkable level 
of outperformance in 2008 due to aggres-
sive bearish bets – at an annual 5.5% per 
year, vs. the S&P 500’s 1.7%. The ten-
year record through 2012 was even more 
impressive: 14.5% for Fairfax, 7.1% for 
the S&P.

Fast-forward a year and the picture 
changes. Substituting 2013 for 2008, the 
five-year stocks-with-hedging return for 
Fairfax becomes 3.2% a year, vs. 17.9% 
for the S&P 500. On a ten-year basis Fair-
fax and Watsa just barely beat the market, 
7.6% vs. 7.4%.

This turn of events prompted some 
interesting musings from Cove Street’s 
Bronchick:

What is fabulously interesting now is that 
2013 has magically erased 2008 from 5-year 
performance records and investors and com-
panies who were prescient (or lucky) to have 
been defensively positioned in 2008 now look 
hopelessly inept. This is one place to look for 
cheaper stocks, by the way, as people and 
companies often don’t get dumb overnight. 
(It takes years of planning and commitment.)

Anyone who is involved with the busi-
ness of managing money for other people 
knows how incredibly difficult it is to endure 
a “wilderness” period and practice what 
the investment business essentially preaches 
– buy low and sell high. If Fairfax were a 
mutual fund it would be bleeding assets like 
anyone in a Robert Rodriguez movie and 
calls would go unanswered ... and worse. 
The tables are a PERFECT reason why buy-
ing or selling near-term performance is the 
worst idea ever invented – yet is the most 
popular strategy in practice – and 30 years 
of investing other people’s money has con-
vinced me there is no change in sight.

At first blush, that conclusion could be 
a bit depressing. On the other hand, it il-
lustrates another reason why collective 
market decisions in valuing stocks can at 
times veer substantially from the rational. 
It may not always feel like it, but ultimate-
ly that’s very good news indeed.

Wandering in the Wilderness
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