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Return to the mean facilitated by:

� Economic stimulus plans

� Stock rebuilding

� Emerging country resilience

� Cost cutting
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Examples of catalysts observed in 2009:

� ELECTROLUX: impact of reduced commodity-related costs 

� PEUGEOT: impact of car scrappage schemes

� VOLVO: favourable exchange rate impact and stock rebuilding 

� METSO: effect of recovery in China’s economy 

… and expected in 2010:

� NESTLE: Alcon disposal and returning money to shareholders

� THALES: margin recovery and changes in consolidation scope

� HEINEKEN: merger synergies and pricing power

� SVENSKA CELLULOSA: restructuring in packing division 

��
�	�����������	����������
���
������	��	��������� ���	�������
�����

positions sold or reduced
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Past performance is not a reliable indication of future returns and is not constant over time. Net accrued performance at 31/12/2009
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Third biggest brewer in the world with around 10% market 
share, number one in Western Europe.  

Heineken brand represents 20% of group volumes sold and   
40% of profits.

Teamed up with Carlsberg to acquire UK rival Scottish & 
Newcastle at the beginning of 2008. Gearing from this deal 
should fall rapidly by 2010.

Heineken family controls 50.05% of the group holding 
company

Famous brand and able to maintain prices (+6.2% on price 
mix in H1 2009).

Cost synergies from the merger with Scottish & Newcastle are 
being recognised earlier than expected (about EUR 180m in 
2009). In all, EUR 480m  in savings expected in 2009-2011.

Potential revenue synergies could lead to an upward revision 
in earnings. 

.  

Market cap: €16.4bn

PE 2010: 13.9

Price to book: 3.2

Net debt/EBITDA: 2.9

Yield: 1.9%

#$%�&
'���$()�� *�$#+�%&�+������($�%&
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� New key shareholder : Dassault 
Aviation

� New CEO: Luc Vigneron

� Cost cutting (staff, R&D, …)

� Organisation simplified

� Improved risk control to avoid 
provisioning

� Consolidation scope adjusted 
(Security division)
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Corporate bond yield

Dividend yield

Source : Exane

(*) : maturities between 5 & 7 years
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(*) : Yield on invested portfolio

Dividend yield
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� Visibility and recurrence : 70% of income from 
subscriptions  

� Historically low valuations , due to

• M&A risk in emerging countries 

• Its conglomerate structure

� Attractive yield
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Worries on 
refinancing + 
Enron 
syndrome

Jean-Marie 
Messier  leaves
(July 2002)

Investment Grade mid-2005

Canal +/TPS merger 
announced in  December 
2006

December 2007: Blizzard / 
Activision merger and 
acquisition of Neuf Cegetel

Mid-March: 4% of capital placed 
at €23

Rumoured acquisition  of 
Zain’s African assets
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Main indicators are now bullish:

� Reduction in leverage

� Capital raisings

� Undemanding valuations

� Credit conditions are back to normal

� Company heads now confident again

Reinforcing exposure to emerging country consumption is a major theme  
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Sources : Thomson Datastream, Exane BNP Paribas 
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Past performance is not a reliable indication of future returns and is not constant over time. Net accrued performance at 
31/12/2009
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Designs, produces and distributes luxury clothes (men, women, 
children and accessories (bags and perfumes)

Products distributed through own retail network in Europe, North
America and Asia  

Retail represents 52% sales, wholesale 41%  

Geographical sales exposure: Europe 37%, American continent 
25%, Asia Pacific 24%, Spain 14%

*��$
,��$)
�*

Prestigious brand and successful diversification into accessories  

Control tightened on distribution network

Growth potential in emerging countries

Robust financial situation (negative net debt at end March 2009)

Big restructuring drive since CEO Angela Ahrendts took over in 
2006

Group’s appeal to potential buyer reinforced by absence of 
controlling shareholder

%&�+������($�%&
#��

Market cap: GBP 2.5bn

P/E 2010: 17.3

EV/ Sales 2010 : 1.9

Net debt/EBITDA: NS

Yield: 2.1%

)
-)#&�$�*
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Our European mid caps, leaders in market 
niches, showed resilience in the crisis. They 
start 2010 with sound balance sheets and  
optimised cost structures

They offer:

� A favourable base effect, especially in the first 
half;

� Consensus earnings growth of 20 %;

� Speculative interest with stocks like Autonomy 
(Technology), Intercell (pharmaceuticals), 
Puma (consumer goods)...

-:�*�
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Saint-Honoré
Europe Midcaps

+19.6 % 13.9

DJ Stoxx Small 
200

+13.4% 15.4
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Good visibility on the first half of 2010
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Household disposable 
income

Economics 
stimulus plans

Healthy cash generation 
for companies

Recovery in spending on 
equipment

US auto and PC sales 
etc

Stable 
consumption

Infrastructure, 
environment

M&A activity

Monetary policy

Corporate earnings



22

������34��$��������������������������
������������� �

=>.=
?;.> 4;.>

1!2.1
1 =.4

 24.4

0

50

100

150

200

250

300

Crédit d'impôts Prêts & Subventions Programmes sociau x

Fonds alloués Fonds non alloués Sources : DB Global Market Research

@�� 1== 14?

112

This means state spending should continue to boost the economy in 2010.  

Allocated funds
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non-allocated funds

Social programmesLoans & SubsidiesTax credits
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Whether at the corporate or household level, a good deal of spending on equipment cannot be 
indefinitely postponed.  

EDMOND DE ROTHSCHILD ASSET MANAGEMENT | EQUITIES MANAGEMENT

+/-1 standard deviation on long term mean

Auto sales

Average sales over the long term

Based on auto sales per 1,000 inhabitants aged over  19 x eligible US population
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Record cash flow should fuel the M&A cycle
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Consumer spending Disposable revenue
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EPS for the S&P500 over the coming 12 months
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� Gradual profit taking on Deep 
Value stocks like Starwood 
Hotels, Office Max, Hartford 
Financial…

� Gradual return to higher 
visibility stocks like AT&T, 
Procter & Gamble, Bank of 
New York, FPL, Chevron.
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Discounted yield 
stocks

Deep Value

Cash

Discounted cyclicals
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Past performance is not a reliable indication of future returns and is not constant over time. Net accrued performance at 
31/12/2009

EDMOND DE ROTHSCHILD ASSET MANAGEMENT | EQUITIES MANAGEMENT

-60

-50

-40

-30

-20

-10

0

10

20

30

de
c.-

00

de
c.-

01

de
c.-

02

de
c.-

03

de
c.-

04

de
c.-

05

de
c.-

06

de
c.-

07

de
c.-

08

de
c.-

09

Saint-Honoré US Value & Yield
S&P 500



29

+"*"

#$%�&
'���$()��

AT&T is the largest US provider of local and long distance 
telephone services, wireless and DSL. 

Sales breakdown: fixed telephony and cable (54%, Internet 
access and satellite TV)  mobile telephony (40% through AT&T 
Mobility and its 79 million subscribers), advertising directories 
(5% electronic or paper ).

Strong position in mobiles, especially in up market smartphones:

– Exclusivity in Iphone maintained at least until 2010:  2.4 million 
Iphone activations including almost 1 million new clients

– Postpaid subscribers up 24% YoY.

Resilience in fixed telephony/DSL: despite the economic crisis 
and more intense competition, margins maintained above 30% 
thanks to rigorous cost control.

Healthy finances and robust cash flow generation:  this year’s 
dividend payout should be one of the biggest in the DJIA.

*�$#+�%&�+�������($�%&
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Market cap: USD 157bn

Sales 09e : USD 123bn

EBITDA 09e : USD 42bn

EBITDA margin 09e: 33.8 %

P/E 09e: 12

Price to book 09e: 1.4

Yield 09e: 6.5%

EV/EBITDA 09e: 5.4 
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General Electric is a diversified industrial conglomerate. Its 
main businesses are : 
Technological infrastructure (healthcare, transport and 
advanced technology).
Energy infrastructure (products and technology involved in 
oil, gas, water and wind power)
GE Capital (financial services, property, credit cards).
NBC Universal (CNBC, Universal pictures).
Consumer and industrial (lighting, household electrical 
goods).
The US represents more than 50% of sales.

Leader in most of its industrial segments: exposed to 
recovery in investment cycle and credit normalisation.   

Clean-up at GE Capital: debt/equity reduced to 6, ENI 
(ending net investment) down to USD 500m and reserves 
raised to 6.6bn.

NBCU: various strategic options with revival of M&A in the 
sector, and possible disposal of cable network.

Positive surprise potential due to negative sentiment and 
recent underperformance: GE down 50% over a year vs. -
24% for industrials and -15% for the S&P500. At current 
levels, expectations are very low.
.
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Market cap: USD 157bn

Sales 09e: USD 160bn

EBITDA 09e: USD 27.8bn

EBITDA margin 09e: 17.4 %

P/E 09e: 14 

Price to book 09e: 1.3 

Yield 09e: 3%
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The US deficit should reach 11.2% of GDP in 
2009 and 9.6% in 2010 (vs. 3.2% in 2008), 
taking public debt to 61% of GDP vs. 40% in 
2008.

� Budgetary revenues will fall by close to USD 
400bn due to lower income tax (down from 
8.1% to 6.5% of GDP) and corporation tax 
(down from 2.1% to 1% of GDP).

� Outlays should increase by USD 700bn mainly 
due to the TARP, the American Recovery and 
Reinvestment Act and the fact that Fannie 
Mae and Freddy Mac are now under 
government control

*���/������/���/�����"�
����"��0B�
��,-�5

Source: Congressional Budget Office
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Much more than simple protection

,
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Sales have been below CBGA quotas for 3 years.
New buyers have appeared: Russia, the Gulf countries, China and India.

Central banks are becoming net buyers

Source : GFMS
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Gold producers are attractively valued

,
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� 15% annual volume growth by 2013

� Many promising exploration sites in Burkina 
Faso, Mali and Senegal

� Very good track record: the 2 mines in 
operation were discovered by management

� Robust balance sheet with USD 450m cash  

� Last one-on-one meeting: November 2009

Source:  Edmond de Rothschild Asset Management
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Investment themes:

� Benefits from leverage on the gold price

� Companies are sharply increasing production

� A selection of promising exploration companies  

� Potential for M&A deals

EDMOND DE ROTHSCHILD ASSET MANAGEMENT | EQUITIES MANAGEMENT

GOLDCORP  8.3 %
NEWCREST MINING 7.7%
BARRICK GOLD 7.6%
KINROSS 6.2%

ALAMOS GOLD  1.6 %
PETRPAVLOVSK 1.6%
RED BACK Mining 1.5%
CENTAMIN EGYPT LTD 1.4%

DETOUR GOLD  0.9 %
OSISKO 0.9%
ANATOLIA 0.8%
ALLIED NEVADA 0.8%
PERSEUS MINING 0.5%

AGNICO-EAGLE MINES  4.5 %
RANDGOLD RESOURCES  3.5%
SILVER WHEATON 2.4%
ELDORADO GOLD 1.8%
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China followed by India

EDMOND DE ROTHSCHILD ASSET MANAGEMENT | EQUITIES MANAGEMENT



39

(����������#��	���������	�

Prices in rebound phase
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� Colossal resources: 23.3bn barrels 

� Production growth: 6% on average  each year  

� Capex covered by crude oil at USD50/b

� Synergies to be made from merger with Petro-
Canada

� Market cap: USD 47.8bn

� Net debt: USD 15bn

� USD 3.5bn in free cash-flow (7.3%) with oil at USD 
70

� PE 2010e : 10 P/CF 2010e : 5.2 
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Investment themes:
� Upstream to capture added value

� Participating in consolidation process 

� A selection of exploration companies  

Gold 
11%

Materials
30% Energy 

59%

24%

21%

2%
12%

5%

25%

11%
Integrated
Exploration & Production
Oil Services
Uranium, Coal
Chemicals
Metals & Mining
Gold
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GOLDCORP 3.4%

KINROSS GOLD 2.8%

AGNICO-EAGLE MINES 2.7%

BHP BILLTON 3.4%

US.STEEL 2.2%

ARCELORMITTAL 2.0%

MOSAIC 2.2%

AGRIUM 1.5%

POTASH CORP 1.2%

TRANSOCEAN 2.4%

NOV 1.8%

SCHLUMBERGER  1.8%

APACHE 2.8%

ANADARKO 2.7%

NEXEN 1.9%

EXXON MOBIL 5.7%

BP 4.1%

TOTAL 3.4%

SUNCOR ENERGY 2.5%



42

7�������	��*�(��������	��9�	��#�/�	$�	�
���

4�������	�	�-��
� ��� /9�::�3�
����	�	���� /9�;+�

����
����	��
���� �"���

Past performance is not a reliable indication of future returns and is not constant over time. Net accrued performance at 31/12/2009
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Commosphere World’s composite index
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Past performance is not a reliable indication of future returns and is not constant over time. Net accrued performance at 31/12/2009
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Saint-Honoré Convertibles

Exane Euro Convertibles (EUR)
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Sources : Bloomberg, Edmond de Rothschild AM

Performance accrued by convertibles in 2009 can partly be attributed to tightening credit spreads
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They remain undervalued in volatility terms compared to options and the underlying equities:  

#
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Sources : Merrill Lynch / BofA
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Convertible bond convexity increases with the investment horizon. After 4 years, average 
performance is positive in negative equity markets.

*Convertibles: UBS Global Focus EUR Hedged
Equities: MSCI World Total Return Local Currency
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More than USD 100bn in convertible bonds issued in 2009, of which 38bn in Europe and 40bn
in the US

Source : UBS 23/12/09
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Monthly Convertible Issuance 2008-2009
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Advantageous maturities: 7 years on average compared to an average of 11 years since 2002

Sources : Deutsche Bank, Edmond de Rothschild AM

Average:
11.4 years

Q3 2009: 
7 years
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Maturity
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Attractive coupons above 5% in 2009 compared to 3.5% on average since 2002

Q3 2009: 
5.2%

Average: 
3.5%
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Sources : Deutsche Bank, Edmond de Rothschild AM
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An advantageous premium of 26% today compared to 30% on average since 2002

Q3 2009: 
26.7%

Average: 
30.2%

/	��
	���
	&����$$�	��
��	
��� ��$�
��	����<�

Sources : Deutsche Bank, Edmond de Rothschild AM

Premium

Q1, Q2 etc
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Since January 2007, the increase in 

retail sales in China has largely made 

up (in USD) for the contraction in US 

consumption.

The emerging consumer is becoming 

the driver behind the global recovery.  

#
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Sources : Haver Analytics, GS
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Source : CEIC

� Domestic consumption is still 
enjoying strong growth.

� Exports will make a positive 
contribution in 2010.

� Inflation should reach 3-4%.

� Real rates will be negative.

� The urban population will grow by 
50% over the next 20 years.
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Foreign currency reserves: USD 2.3tn

Biggest exporter in the world in 2009 (9% of 
exports).

Largest car and PC market  

First Solar is building a solar farm in Inner 
Mongolia on  6,500 hectares: > the size of 
Manhattan, 30 x larger than European solar 
farms

Internet sales over F9 2009: USD 25bn for 340m 
internet users. (France: USD 22bn).

EDMOND DE ROTHSCHILD ASSET MANAGEMENT | EQUITIES MANAGEMENT
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Source : BCA

!����
�*�5���
#
5� ��������������	� ���	������������

India is already back to 7% growth 
rates despite a poor monsoon.

Russia is emerging from recession. 
An oil price above USD 70 will 

enable investment to recover
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Source : Citigroup
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With Brazil as the growth engine
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The undervalued RMB causes Chinese 
and Asian assets to rise (equities and 
property) as well as commodities.  

Source : JP Morgan
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Estimates have been sharply revised up since the summer of 2009.

A 2010 PE of 14 is not excessive.

Sources : IBES, Merrill Lynch

���������������
����"�����"��� ����F������������������6��	����
��

�
	�������	����#�A�3-<�4��������
/�������B��C

EDMOND DE ROTHSCHILD ASSET MANAGEMENT | EQUITIES MANAGEMENT



61

Source: JPMorgan
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Source: Datastream
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58%

24%

18%

Strategic positioning on domestic growth (consumption & investment) : 

� China: China Life Insurance, Tencent, Digital China, Great Wall Motor

� Brazil:  BMF Bovespa, Lojas Renner, Banco do Brazil

� India & Indonesia: HDFC, DLF, Jain Irrigation, United Tractors

� Russia: EOS Russia

Export opportunities:

� Technology (consolidation, margin expansion, technological catalysts  (Windows 7, 
Snow Leopard, LED screens, 3D)

• Infosys, Samsung Electronics, TSMC, Hon Hai, Mediatek, ASM Pacific

� Value chain management

• Li & Fung, Noble

Commodities:

• Petrobràs, OGX, Cairn India, CNOOC, Vale, Eldorado Gold
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Past performance is not a reliable indication of future returns and is not constant over time. Net accrued performance at 31/12/2009
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Past performance is not a reliable indication of future returns and is not constant over time. Net accrued performance at 31/12/2009
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Li & Fung is global N°1 in mass consumption product  
sourcing.     

Its comprehensive offer integrates each stage of su pply , 
product design and development to sourcing commodities and 
planning production and logistics 

Its client base is composed of 500 leading retailers on 
Western markets like Wal-Mart and Kohl’s in the US .

Present in more than 40 countries with a network of more 
than 8,000 suppliers in emerging countries

Strong organic and external growth . Historically, the group 
has regularly beaten earnings targets through strategic 
acquisitions (Tommy Hilfiger, KarstadtQuelle, Cgroup and 
PeterBlack).

Despite the crisis, L&F has doubled sales over the last 3 
years and 2008 was a very good year. More and more clients 
want to overcome current difficulties by outsourcing supplies 
and optimising related costs.   

Exemplary cost control through rationalisation and 
renovation of production in 2009.

The group expects to double EBITDA in 2008-2010.

STOCK %&�+�� PERFORMANCE

�&�A&�)$
*��$
, �$)
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Market cap: €9.5bn

Sales 09e: €11bn

EBITDA 09e : €430m

EBITDA margin 09e: 4%

Net debt 09e: €3bn

P/E 09e: 27.4 on earnings growth > 25% pa.

Price to book 09e : 6

Yield 09e : 2.2%

EV/EBITDA 09e : 18.3
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Source : Ecowin
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Sources : MSCI, Datastream, en USD
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Crises create opportunities

� Less competition

� Consolidation, mergers & acquisitions

Companies are generally in very good financial health

� Robust balance sheets and operational leverage = earnings growth

� Confidence has been restored and investment is back 

� Cash flow generation will lead to mergers & acquisitions

Valuations are not excessive (despite the market surge in 2009)
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Sustainability of earnings growth in 2011

� Estimates are already at +20% 

Contagion from troubled countries( from Greece to …)

Potential rise in long rates due to high sovereign debt levels (risk premium)

State interventionism

� Special levies on certain companies

� Tighter regulations

� Higher taxes

Artificial deleveraging (via asset inflation)

An inflection in monetary policy with the Exit Strategy
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1973
1981
2002

> 50%

1974
1982
2003

1975/76
1983
2004

1977
1984
2005

1978
1985
2006

1979
1986
2007

+50% to +70%

Source : Edmond de Rothschild Asset Management
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Moving in 2010 from a cyclical strategy to a discriminating strategy focused on visible cash flow 
growth.  

� Mergers & Acquisitions

� Yield

� Healthcare

� Technology (in US and Asia)

� Emerging markets with a preference for China 

� Mid caps remain attractive during an economic recovery 

� Gold stocks

� Convertible bonds still provide convexity and an attractive yield.  
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