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company introduced its new suite of secure
mobile enterprise software during the fourth
quarter, and there’s also been some speculation
about potential interest from various suitors
for the company. If the company can translate
its tremendous IP portfolio and enterprise
customer base into revenues, we think there’s
still plenty of potential for the stock.
Finally, the Fund benefitted from its investment
in Christian Dior SA, which in addition to
operating the eponymous couture line, is the
holding company for diversified French luxury
goods maker LVMH, known for its Louis
Vuitton and Moet Hennessy brands. Four years
ago, LVMH began quietly building a stake in
Hermes, another French luxury brand, with the
possible intention of eventually taking control.
Having been rebuffed by the Hermes family,
LVMH ultimately decided to distribute its stake
in Hermes to its own shareholders, including
Christian Dior, which in turn distributed it
to its shareholders, and the market reacted
favorably to this somewhat uncharacteristically
shareholder friendly move.
By far the largest negative contribution to
performance came from the Fund’s investment
in Prosafe SE, the Norwegian based owner
and operator of floating accommodation rigs,
or floatels, for the oil and gas industry and
operating primarily in the North Sea. When
we began purchasing shares of the company in
April, we were already aware that the industry
was facing headwinds from a significant
increase in the supply of floatels, following
a decade in which Prosafe had controlled
well over 50% of the market. At the time we
believed that the high quality of Prosafe’s assets,

combined with good long term prospects for
demand, near term growth in the company’s
own fleet, and a very attractive valuation
mitigated the risk coming from new, competing
supply. Following the collapse in the oil market
over the past few months and reductions in
capital expenditure plans by oil exploration
and production companies, it’s clear that we
were too sanguine about near term risks to the
business. Nonetheless, we continue to believe
that Prosafe has an attractive market position
with good longer term prospects and is trading
at an exceptionally attractive valuation on a
number of metrics.
Our investment in Countrywide plc, the UK’s
leading real estate brokerage firm, took a hit in
the face of fears of rising interest rates in the
UK and worries about an overheating London
property market. We continue to like the
company’s mix of business that favors regional
UK markets and diversifies its revenue among
brokerage commissions and rental fees, making
the business less cyclical than perceived by
others in the stock market.

Outlook

After another visit to Japan we remain skeptical
about the ability of Abenomics to deliver “good”
inflation to that country. Europe is a mixed
bag, with the UK arguably on the heels of the
US in terms of ending extraordinary monetary
accommodation, Germany slowing, Spain
recovering off of a low base and France and Italy
going nowhere. We are watching for signs of
social tension in peripheral Europe that could
derail the rebalancing process there and we
continue to believe that the requisite austerity
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carries with it elevated risks of social tensions in
peripheral countries. Geopolitical risks coming
from the standoff with Russia over Ukraine, as
well as continued instability in the Middle East
bear watching. The collapse in energy prices is a
blessing for a number of oil importing countries,
but could spell economic and political disaster
in countries where governments have budgeted
for double the current level of oil-related
revenues.
China’s transition from investment and export
led growth toward a more balanced economic
model remains a work in progress, with
implications for global commodity markets.
There is plenty of evidence from the real
economy that growth has ground to a crawl,
though we believe that consumption spending
can continue to grow at an acceptable pace. It
will be interesting to see how the authorities
in China react to a weaker yen, and if they ease
policy over the next year in the face of soft
property markets.
At the end of last year we were happy with the
quality of the companies in our portfolio, but
concerned that valuations had in many cases
gotten ahead of the fundamentals. Over the
past year it seems to us that some of the excess
has been wrung out of stocks, so our work lists
are full and we’re more optimistic about the
prospects for returns going forward. As always,
we continue to focus our energies on identifying
exceptional businesses run by shareholderfriendly management teams and sporting solid
balance sheets, trading at reasonable valuations.
We thank you for your continued interest
and support.
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