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Disclaimer: I have no business relation with the fund whatsoever. I only express my opinion 

on their holdings. This represents no offering nor investment advice and is a completely 

independent analysis. 
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Long Term Investing Fund Strategy 
When it comes to research, one of the cheapest ways to do research is to simply copy, but 

don’t leave my research platform because of this.  

By looking at what others own, compare their investment strategies and analyse their risk and 

reward, you can get years of experience and millions spent in valuable research for free. I am 

going to start a series where we simply look at what others own and I am sure we will find 

interesting things. If you have interesting ideas on from whom to copy, please write them 

down in the comments.  

The fund I am going to analyse here is the Long Term Investment Fund from Strategic 

Investment Advisor Group in Switzerland. Their strategy is pretty in line with what we do, 

from long-term investing, focusing on profitability and looking for undervalued shares or 

sectors. They have a 10% return target while we have it a big higher. Also, they have 35 

positions in the portfolio where we have much less. 

Figure 1 LTIF’s strategic approach to value investing

 

Source: s-i-a.ch 

The fund has outperformed since inception, despite the big hit hard during the 2009 crisis. 

This shows how preparing for a recession doesn’t really pay; you take the hit, but if you 

know that you own value, it will deliver returns.  

https://s-i-a.ch/
https://s-i-a.ch/
https://s-i-a.ch/
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Figure 2 LTIF’s performance since inception 

 

Source: s-i-a.ch 

So much about all that noise that active management doesn’t outperform over long periods of 

time. 

The top position is in oil and there others are various.  

Figure 3 LTIF’s top positions and fund data 

 

https://s-i-a.ch/
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Source: s-i-a.ch 

Their exposure is pretty concentrated into consumer staples, materials and industrials. 

Figure 4 Portfolio exposure 

 

Source: s-i-a.ch 

From their last presentation we can get more insight into their strategy related to their 

holdings. 

https://s-i-a.ch/
https://s-i-a.ch/
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Figure 4 LTIF’s investor presentation

 

Source: s-i-a.ch 

So, let’s start the analysis going per basket, as they do      ! 

Long Term Investing Stocks - Basket of compounders 
We have 9 compounder stocks to analyse. 

Reckitt Benckiser Stock Analysis 

Reckitt Benckiser Group plc is a British multinational consumer goods company 

headquartered in Slough, England. It is a producer of health, hygiene and home products. The 

company was formed in 1999 by the merger of British company Reckitt & Colman plc and 

Dutch company Benckiser NV. It owns many famous brands. 

https://s-i-a.ch/
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Figure 5 RB’s brands 

 

Source: RB 

I have already looked at the company when I analyzed the FTSE 30 index where my 

conclusion was that millenials don’t care that much about brands and that the company’s best 

days might be beyond it. This is a general statement, but the depth of it is that there is an 

unevitable margin contraction ahead as people can easily buy unbranded or private labels for 

lower prices. Usually the products are just next to each other.  

There is a new CEO, Laxman Narasimhan, that has to put the company on a new course and 

restructure it to make it more efficient. This is definitely going to come at a cost with 

uncertain outcomes and I am back to my initial thought; why the hell do I have to buy Finish 

or Calgon when there is something else that is cheaper, probably produced in the same 

factory and I don’t have to pay for Reckitt’s expensive marketing made to sell me cleaning 

products or throat pills. 

If we take a look at financials, all looks good on the surface. There has been growth over the 

past decade, margins are stable and strong but if we look at capital expenditures, those have 

been expanding significantly and the free cash flow doesn’t even show a benefit from a very 

weak British pound. 

 

https://www.rb.com/brands/
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Figure 6 Reckitt’s financials 

 

Source: Reckitt Benckiser Morningstar 

However, the return on capital invested has been suffering lately as you can push on a string 

only for so much. Plus, debt levels have been increasing. 

Figure 7 Reckitt’s return on invested capital 

 

Source: Reckitt Benckiser Morningstar 

So, when we put this into a valuation perspective, the dividend yield is just 2.46%, PE ratio 

around 20 on likely slow growth in the future with high capital requirements to keep the 

situation as it.  

Now, you might ask why does a value fund own such a stock if it looks like it is expensive?  

https://financials.morningstar.com/ratios/r.html?t=0P000090MG&culture=en&platform=sal
https://financials.morningstar.com/ratios/r.html?t=0P000090MG&culture=en&platform=sal
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Figure 8 Reckitt Benckiser Stock price 

 

Well, when you look at a portfolio, you never know when they bought the position, So, this 

might just be a holding they bought in the distant past and, over the past 20 years, the stock is 

a 10 bagger – not counting dividends.  

As for Reckitt Benkciser’s stock, I think it is highly unlikely that it repeats the performance 

from the past two decades. There is less room for global expansion as it was the case and the 

competition is fierce.  

Reckitt Benckiser Investment Outlook 

However, the PE ratio is around 20, the business is a good one, so it is likely to deliver a 

return of around 5% long-term, including the dividend. Not bad, but we strive for better. It is 

also not in the top 10 positions of the fund.  

Henkel Stock Analysis 

Henkel is in a similar situation to Reckitt. On the business side, it is unknown from where 

will sales growth come from as the market, despite the well-known brands, is pretty 

competitive. 
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Figure 9 Henkel’s famous brands 

 

Source: Henkel 

Sales have been slowing down, most metrics are negative and the company needs to invest 

more to keep up while the valuations are high. 

Figure 9 Henkel’s summary on the situation

Source: 

Henkel Investor Relations 

https://www.henkel.com/brands-and-businesses
https://www.henkel.com/investors-and-analysts/investor-relations-news/2019-11-14-differentiated-performance-in-increasingly-difficult-market-environment-997908
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The market capitalization is 40 billion while the average free cash flows fall in the range 

between 1.5 and 2 billion. Thus, the return we can expect from them is around 5%. Not bad, 

but the valuations are high due to the overflow of money in Europe chasing any kind of yield. 

It is better to hold stocks like Henkel offering a 2% yield than any kind of government bond 

or saving account. In fact, from that perspective, a stock like Henkel might even be fairly 

valued as it gives protection against inflation and a weak Euro.  

However, from an absolute investment perspective, one that we focus on here, Henkel is not 

an attractive investment as you can find better. It is possible to find stocks that offer a 10% 

business yield, not a 5% like Henkel, are growing and also offer protection against a currency 

issue in Europe. Let’s continue with our list to find such investments.  

Visa Stock Analysis 

Visa Stock (NYSE:V) is the ultimate compounder. Revenue keeps growing, earnings and 

cash flows too, that leads to constantly higher dividends while the market for Visa simply 

keeps increasing thanks to global economic growth. I have two bank accounts; one is Visa the 

other is MasterCard.  

When you look at what Visa did in the past, it is simply amazing. Over the last decade, 

revenues grew 200% almost, net income quadrupled and the dividend was increased by a 

factor of 10. 

Figure 10 Visa stock financials

 

Source: Visa Stock Morningstar 

With such financial metrics, the only outcome for a stock is to skyrocket. 

https://www.morningstar.com/stocks/xnys/v/quote
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Figure 11 Visa stock price performance 

 

On the other hand, it also comes with a high valuation and low dividend. The whole game 

with Visa stock is that it continue to grow and compound. As soon as that stops, it will be a 

big hit for the stock too.  

Fortunately for Visa stock holders, the company just keeps on giving and giving. They have a 

low dividend payout ratio of around 20% because they can reinvest capital at rates above 

20%.  
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Figure 12 Visa stock profitability 

 

Source: Visa Stock Morningstar 

The company has all what you can dream about when it comes to investing; growing 

revenues, a high margin, high return on invested capital alongside constantly growing 

distributions to shareholders. Apart from the dividend, the number of Visa stock outstanding 

fell from 3 billion to 2.2 billion over the last 10 years. That is almost 30% of the stocks 

outstanding in 2009! 

https://www.morningstar.com/stocks/xnys/v/quote
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Figure 13 Visa stock business performance

 

Source: Visa Stock Investor relations 

Visa stock outlook 

The outlook is simple when it comes to Visa stock. For as long as the company can keep 

growing earnigns at 15% per year, the stock will follow.  

https://investor.visa.com/events-calendar/
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Figure 14 Visa stock earnings outlook 

 

Source: Visa Stock Investor relations 

Visa stock investment analysis 

When it comes to investing, it all depends on traffic and growth. If there is an economic halt, 

Visa’s traffic and profitability could stagnate for a while and consequently the stock could 

stagnate too. Visa is definitely a business that compounds, but I would say fairly priced given 

the PE ratio of around 30. If earnings continue to compound at 15% per year, the PE ratio on 

the current price will be just 15 in 5 years and just 7.5 in 10 years.  

https://investor.visa.com/events-calendar/
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Figure 15 Visa earnings analysis 

 

So, the only question is: Will Visa continue to grow so fast? 

As I have no crystal ball, I don’t know about Visa’s future growth so I simply avoid such 

investments at such high levels where a business needs to keep on growing at 15% for 10 

years to just reach my required business return of 15% per year. Too much risk for me. 

On why our LTIF fund owns this? Well, not in top 10 positions so we don’t know when it 

was purchased. 

Sodexo 

Sodexo provides a wide range of services, everything from food and reception through to 

cleaning, energy management, grounds maintenance, building maintenance and security. 

What is does is to provide food and other things to bigger companies and institutions like the 

University of London and Japanese Olympics. 
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Figure 16 Sodexo’s clients 

 

Source: Sodexo investor relations 

When it comes to these businesses, it is all about scale and bigger players usually consolidate 

through mergers and acquisitions. Like we have seen when analysing the FTSE 30 Index and 

the Compass Group, there is a lot of room for growth in the market and consolidation.  

Figure 17 Sodexo’s market opportunity going forward 

 

Source: Compass Group 

Further, by looking ad Sodexo’s financials, there is nothing bad there. Even long-term debt is 

relatively low. 

https://www.sodexo.com/files/live/sites/com-wwd/files/02%20PDF/Finance/Sodexo-Roasdshow-London-Kepler-Cheuvreux.pdf
https://svencarlin.com/ftse-30-index-stock-by-stock-analysis/
https://svencarlin.com/ftse-30-index-stock-by-stock-analysis/
https://www.compass-group.com/en/investors.html
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Figure 18 Sodexo’s financials

 

Source: Sodexo Stock Quote Morningstar  

Revenue has been growing, earnings and dividends too, the number of shares has been going 

down while free cash flows have been pretty strong and stable.  

Their projected growth is around 5%, there operating margins look stable and the sectors 

seems to be in a positive tailwind as more and more companies outsource their food 

management and other things. The return on capital employed is high which shows that the 

management is doing good things when it comes to capital allocation.  

Figure 19 Sodexo’s return on capital employed 

 

Source: Sodexo investor relations 

However, the price to earnings ratio is at 23, which means the earnings return is below 5% 

and if we add an average 4% growth (including recessions), we get to a 9% return. For a 15% 

return we would need a price of 50 and 5% growth, something very unlikely given the looks 

of the business but you never know. 

https://www.morningstar.com/stocks/xwbo/sw/quote
https://www.sodexo.com/files/live/sites/com-wwd/files/02%20PDF/Finance/Sodexo-Roasdshow-London-Kepler-Cheuvreux.pdf
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Figure 20 Sodexo’s stock price 

Source: Markets BI 

Sodexo stock is a nice one to put on your watch list. It is a good business offering healthy 

growth and probably returns between 5 and 10% long-term.  

Medtronic Stock Analysis – MDT 

Medtronic plc is a medical device company that generates the majority of its sales and profits 

from the U.S. healthcare system but is headquartered in the Republic of Ireland for tax 

purposes. An example of products are transcatheter aortic valves, advanced stapling tools, 

and neurovascular stent retrievers.  

Healthcare is a hot sector with strong tailwinds, plus the company has acquired Kanghui 

Holdings with the target to distribute its products in China where it sells already for more 

than $1 billion.  

The key risk for Medtronic is an improvement in the efficiency of the US healthcare system. 

It is unlikely that it will happen, but Medtronic is banking of the fact that the US spends 

double of what comparable countries spend on healthcare. 

https://markets.businessinsider.com/stocks/sodexo-stock
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Figure 21 Spending on healthcare per country

 

Source: OECD 

Now, given the business models and psychological effect of spending on healthcare, it is 

likely that other countries reach what is spend in the US, but it is also possible that the US 

will be forced to cut on unnecessary spending.  

Nevertheless, Medtronic looks very good. Revenue growth is steady while the growing free 

cashflows allow for higher dividends.  

Figure 22 Medtronic stock financials

 

Source: Medtronic Morningstar 

Given that the company operates in a very delicate sector and invests about 7% of its revenue 

into R&D, we can say it has a moat. The highly engineered medical devices are not a market 

one can easily enter. Plus, it is diversified across many fields.  

https://www.morningstar.com/stocks/xnys/mdt/quote
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Medtronic stock valuation 

We can assume the company is going to continue to grow at a rate around 4%. Alongside the 

current PE ratio of 20 that gives a business yield of 5%, you can expect long-term returns to 

be in the high single digits. Given the quality of the business, the stability and defensiveness 

of it, a 7 to 9% yearly return should be a great deal compared to long-term risks. Therefore, it 

is very likely the stock will continue to compound for a long time.  

Figure 23 Medtronic stock price remarkable past performance

 

 

Perhaps it will not compound at double digit rates as it did in the 1990s, but a steady growth 

like it was the case in the last two decades is what you can expect.  

Grifols – Nasdaq: GRFS 

Grifols, S.A. is a Spanish multinational pharmaceutical and chemical manufacturer. 

Principally a producer of blood plasma-based products, a field in which it is the European 

leader and largest worldwide, the company also supplies devices, instruments, and reagents 

for clinical testing laboratories. 

Grifols is another compounder, the 2011 acquisition of Talecris, 2014 acquisition of 

Novartis’ blood and plasma diagnostics, and the 2017 Hologic acquisitions have strengthened 

Grifols’position in the US blood plasma market.  

The acquisitions increased revenues 5 times, but as many were made through share issuances, 

earnings increased only 3 times over the past decade.  
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Figure 24 Grifols financials

 

Source: Grifols - Morningstar 

The big risk here is competition in the plasma business, it is an oligopoly but you never know 

when will someone start chipping away those strong margins, after all, it is plasma. 

It is a family owned business as the Spanish Grifols family owns about 40% of the voting 

shares.  

The stock did amazingly over the past decade and it is actually an example of what to look 

for.  

Figure 25 Grifols stock price

 

https://www.morningstar.com/stocks/xnas/grfs/quote
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From 2009 to 2012 earnings were around €0.3 while the stock range was from €4 to €6 with 

the PE ratio fluctuating between 10 and 20. The company made acquisitions, there was no 

dividend but the shareholders got rewarded eventually with the stock being up almost 10 

times. So, this is exactly what I look for, a good business in a sector with tailwinds, oriented 

towards long-term growth and one that can scale on its current infrastructure as Grifols did. 

Plus, at some moments it had a PE ratio of just 10. 

Now it has a PE ratio of 37 as investors are exuberant, but if you can find such a business 

before it explodes on the upside, then you have a gem in your portfolio. Even if you diversify 

among 10 such businesses, if 2 go bust, 6 do nothing and 2 go up 10 times, your initial 

portfolio of 100 turns into 260 over 10 years which is a good 10% return.  

As you are picking among good businesses, if you get 3 right and those increase 10 times, 

while one less goes bankrupt, your initial 100 investment turns into 360, for a 13.6% yearly 

return. This is what compounders do. 

In the current market, with PE ratios closer to 40 for good compounding businesses, it will be 

hard to find cheap compounders, but we will not stop looking. In any case, the research 

knowledge that we get by looking at such quality businesses over time, is something that 

definitely compounds and you never know when the market will reward our patience and 

offer us great businesses on the cheap. 

Given the PE ratio of 37, a lot of growth based on future expectations is already price in 

which makes investing in Grifols risky at this moment in time. In 2011, when the stock price 

was at €4, the book value was at €3. The book value now is at €7.73 while the stock price is 

at €30. The stock structure is a bit complex with class A, class B shares and two different 

ADRs (American Depository Receipts). No need to dig deep into that as the stock is currently 

too expensive anyways.  

Unilever 

Uh, Unilever, the company with the delusional CEO that got his job in February of 2009 (best 

time to get a job) and then went around telling people how his returns (from 2009 to2017) are 

better than Buffett’s and therefore Buffett has to stay away when it comes to Unilever. Fast 

forward two years, Unilever’s stock price is there were it was when Buffett made the offer 

that actually pushed the stock price higher by 30%.  

https://www.cnbc.com/video/2017/05/11/unilever-ceo-its-better-if-buffett-leaves-us-with-what-we-know-how-to-do-well.html
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Unilever Stock Price over the last 5 years

 

Apart from the Buffett related saga, what is left is a behemoth business trying to grow and 

deliver returns to shareholders.  

However, over the past 10 years, there has been no growth in revenue, no growth in operating 

and free cash flows. Thus, Unilever is not really a compounder anymore. Perhaps it was in 

the past.  

Unilever’s financials over the past 10 years

 

Source: Unilever Morningstar 

https://financials.morningstar.com/ratios/r.html?t=0P00007P0W&culture=en&platform=sal
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Earnings and dividends have been growing, but so have liabilities and this is a big red flag. It 

means that the business is leveraging itself up to pay dividends and do buybacks while the 

actually business quality isn’t improving given that operating cash flow and free cash flow 

doesn’t move. Earnings growth is there, but that can be conceived by a high level of 

investments needed to keep up, a very dangerous divergence.  

Plus, the number of shares was flat from 2009 to 2017, only when the stock went up 3 times, 

only then the management decided to do large buybacks and spend dozens of billions.  

Unilever stock buybacks

 

So, Unilever is a typical example of a company focused on its management and not on 

shareholders. They should have accepted Buffett’s offer, where they would have lost their 

jobs as 3G’s Segio Lehman would come in and cut costs everywhere. Since Buffett’s offer 

more than two and a half years ago, not much has happened except that I am sure the 

management god a lot of stock options.  

Unilever’s PE ratio is around 15, but the company is leveraging itself up to deliver what it 

thinks it should deliver to shareholders. All of this can get ugly. Too much risk for me.  

United Technologies – NYSE UTX 

United Technologies provides high-technology systems and services to the building and 

aerospace industries. UTC has paid cash dividends on its common stock every year since 

1936. 

United Technologies, thanks to its dividend and growth, is another example of what to look 

for.  

https://www.unilever.com/investor-relations/unilever-shares/about-shares/Unilever-share-buy-back-programme/
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United Technologies Dividend

 

Source: United Technologies Investor Relations 

They will merge with Raytheon (NYSE: RTN) in an all stock merger. We are talking here 

about merging United Technologies with a $120 billion market cap and RTN with $60 

billion. That is a big merger. 

The interesting thing about UTX is that the growth wasn’t anything special over the last 

decade. Revenue increased 50% and earnings much less than that.  

United technologies financials

 

Source: UTX - Morningstar 

Given the merger, two spin-offs, slow growth and operating environment, I really can’t give a 

valuable opinion on this. You can read more about it in their published merger prospectus. 

https://www.utc.com/en/investors/investor-relations
https://www.morningstar.com/stocks/xnys/utx/quote
https://www.morningstar.com/stocks/xnys/utx/quote
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ASML – Nasdaq ASML 

ASML is a Dutch company and currently the largest supplier in the world of 

photolithography systems for the semiconductor industry. The company manufactures 

machines for the production of integrated circuits. 

This is another winner like Unilever for the typical Dutch corporate manager. In the 1990, 

Philips decided to sell ASML to focus on its core business. It first did an IPO and 

consequently sold stake.  

ASML historical stock price

 

Today, the market capitalization of ASML, that Philips sold to focus on core businesses, is 

about 3 times higher than the market capitalization of its previous owner. ASML has a market 

capitalisation of $115 billion while Philips has a market capitalization of €38 billion.  
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Philips stock price and market capitalization

 

It is amazing how capable are corporate managers in picking their core business. 

Nevertheless, we now have ASML as an independent player. The company is taking 

advantage of the semiconductor industry trends and has a moat given the difficulty in making 

those machines. Revenues have been up, margins are strong and dividends have been 

growing. 

ASML financials 
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However, we are looking at a PE ratio close to 40. That implies many years of growth, that 

can definitely happen, but I am not going to bank on it because you never know what will 

happen in the next 20 years. When it comes to such stocks, it is very important to see whether 

the revenue will be 17, 24 or 30 billion in 2025.  

ASML revenue forecast

 

If revenues hit 24 billion, and then continue to grow, the stock will follow. However, if there 

is a slowdown, the stock might get hit severely at current levels like it was the case in 2018. 
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Just something to keep in mind with such exuberant stocks and quality businesses. 

 

As for investing, even if they double revenues and earnings by 2025, and then do it again by 

2030, only then the earnings per share will be at a PE ratio of 10 compared to the current 

price. And even if that happens, it will be about the prospects going into the 2030 decade. 

Something impossible to predict and value at this moment in time.  

Long-term Investing Stocks – Cheap Value 
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Long-term Investing Stocks – Energy and Copper Mining 



Stock Market Research Platform – Sven Carlin December 2019 

30 

 

California Resources 

Premier Oil 

First Quantum 

KAZ Minerals 

Long-term Investing Stocks - Salmon 

GriegSeaFood 

Leroy SeaFood 

Bakkafrost 

 

 

 

 

 

 

 

 


