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Michael Underhill’s Idea



Question: What are global real assets?

Infrastructure

• Transport

• Water

• Communication

Timber & Forestry

• Forest Land

• Paper

• Engineered Wood

Real Estate

• Commercial

• Residential

• Natural Resources

Energy

• Oil, Gas, Coal

• Utilities

• Alternative Energy

Metals & Mining

• Steel

• Base Metals

• Precious Metals

Agribusiness

• Seed / Fertilizer

• Consumer Foods

• Farming Products

Real assets serve 
essential human needs

Real in an investing 
contexts means 
“inflation-adjusted”

“Real asset” funds are 
designed to invest in 
financial assets backed 
by real assets and/or 
provide inflation-
adjusted returns

Consistent Cash Flows Attractive Dividends Capital Appreciation

Equity investments in real asset companies may provide:



Shaded areas represent how a portfolio allocation may be divided between individual strategies across various asset classes. 

Balanced exposure to real assets may provide risk-return advantages over multiple time periods and 
market conditions.
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OBJECTIVE ONE: Inflation Protection

OBJECTIVE TWO: Diversification/Volatility Reduction

OBJECTIVE THREE: Long-Term Return Potential

Objectives



BP:  Adjusted Course in Early Response to Industry Catalysts

 BP is on the cusp of delivering one of the industry’s strongest pipelines of new oil & gas projects.
 We expect 5%+ per annum growth in cash flow over the next five years from Top Projects alone and 

material release of unproductive capital.
 BP has also been able to upgrade its portfolio of future projects over the past five years, both organically 

and inorganically, with more long-life assets that sit lower on the cost curve. 
 We estimate that BP’s portfolio of new projects is more profitable today at US$60/bl Brent than it was in 

2014 at US$100/bl, and is now amongst the best in the industry.
 BP trades on 12.5x 2018E P/E, a 27% discount to its 20-year history and on 6.2x EV/DACF, a 29% 

discount to its 20-year history. 
 Key risks to our view and price target involve lower hydrocarbon prices and/or refining margins than 

expected. 
 Assuming dividends are fully paid in cash, we believe BP will be able to cover almost half of its 

dividends with organic cash flow generation from its downstream business in 2018.

Recent Price: $45.71
Target Price: $54.00
Upside: 24%
Yield: 5.5%
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Scott Kimball’s Idea



Assessing Credit Risk

Comparing multiple bonds– Making sense of reported financial  
information?
 Credit Ratings– Moody’s, Standard and Poor’s, and Fitch
 Common Metrics

 Leverage: How much debt is your income supporting?
 Gross: Debt/EBITDA
 Net: (Debt-Cash)/EBITDA

 Interest Coverage: How many times over is interest expense  
covered?
 Gross: Cash Flow from Operations/Interest
 Net: (EBITDA-Capex)/Interest



Analyzing and Comparing Credit Risk

Goal: Capture relative credit risk through deep dive  
fundamental analysis

• Current evaluation of internal and external drivers
- Sector attractiveness and cyclicality

- Internal drivers of credit risk, driven by business model,  
market conditions and management

- External factors that may influence an issuer’s ability to meet  
its financial obligations

• Forward looking, emphasizing credit risk over the next 12-
18 months

• Outcome: Stacking of credits within and across sectors in  
terms of creditworthiness

Corporate Profile:

For illustrative purposes only



Bond Selection

Source: Presenter's Imagination, Illustrative and Educational Only

Credit Ratings Leverage (x) Interest Coverage (x) Market Info
Company Moody's S&P Gross Net Gross Net Yield (%) Spread (%)

The Happy Co. A3 A 2 1 4 3 4.5 2
Sleepy Time, PLC Baa1 BBB+ 3 1 5 2 5.5 3

Party, Inc. Baa3 BBB‐ 4 2 3 1 5.75 3.25
Big Store, Inc. Baa2 BBB+ 5 2 5 1 5.35 2.85

Little Shop of Horrors B1 CCC+ 6 5 1 ‐2 9 6.5

Source: Presenter's Imagination, Illustrative and EducationalOnly



Disclosures

For institutional use only.
This is not intended to serve as a complete analysis of every material fact regarding any company, industry or security. The opinions expressed here reflect  
our judgment at this date and are subject to change. Information has been obtained from sources we consider to be reliable, but we cannot guarantee the  
accuracy. This publication is prepared for general information only. This presentation may contain targeted returns and forward-looking statements.  “Forward-
looking statements,” can be identified by the use of forward-looking terminology such as “may”, “should”, “expect”, “anticipate”, “outlook”, “project”,  “estimate”, 
“intend”, “continue” or “believe” or the negatives thereof, or variations thereon, or other comparable terminology. Investors are cautioned not to  place undue 
reliance on such returns and statements, as actual returns and results could differ materially due to various risks and uncertainties. This  material does not 
constitute investment advice and is not intended as an endorsement of any specific investment. It does not have regard to the specific  investment objectives, 
financial situation and the particular needs of any specific person who may receive this report. Investors should seek advice regarding the appropriateness of 
investing in any securities or investment strategies discussed or recommended in this report and should understand that  statements regarding future prospects 
may not be realized. Investment involves risk. Market conditions and trends will fluctuate. The value of an  investment as well as income associated with
investments may rise or fall. Accordingly, investors may receive back less than originally
invested. Investments cannot be made in an index. Past performance is not necessarily a guide to future performance.

Taplin, Canida & Habacht, LLC is a registered investment adviser and a wholly-owned subsidiary of BMO Asset Management Corp., which is a subsidiary  
of BMO Financial Corp. BMO Global Asset Management is the brand name for various affiliated entities of BMO Financial Group that provide investment  
management, and trust and custody services. Certain of the products and services offered under the brand name BMO Global Asset Management are  
designed specifically for various categories of investors in a number of different countries and regions and may not be available to all investors. Products
and services are only offered to such investors in those countries and regions in accordance with applicable laws and regulations. BMO Financial Group is a  
service mark of Bank of Montreal (BMO).

Please notify Taplin, Canida & Habacht, LLC should there be any updates or changes to the current investment objectives or account guidelines.  

Investment products are: Not A Deposit | Not FDIC Insured | No Bank Guarantee | May Lose Value

©2018 BMO Financial Corp.

Compliance Case #7105261
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Ignatius Smetek’s Idea



Schlumberger NV (SLB)
Competitive strengths for SLB:

1. World leading oil field services
2. Superior Management
3. Solid Financial condition
4. Investment in Technology (R&D)
5. Service quality
6. Scale advantage in deploying new capacity

• Management outlook is for increased oil demand  
• Healthy macro economic conditions globally 
• Increased growth in N. America shale production 
• Significant drawdowns of inventories 
• Production cuts by OPEC and Russia

For Educational Purposes Only, Not for Public Distribution

21



• Rising service demand & international pricing fuels improved 
earnings and cash flow from Production, Drilling & Reservoir 
segments

• Increasing international production and activity
• Middle East, Russia & favorable trends in Asia, West Africa and 

Latin America
• N. American has been up, future headwinds? 
• Non-deep water international drilling improving

• Q1/Q2 2018 expected to be trough quarters
• EBIT margins rise to 50 to 60% next 12-18 months
• Healthy balance sheet and strong FCF generation

• FCF $3.4bn; FCF yield ~3.8%
• 16.4x EV/EBITDA currently on trough fundamentals

For Educational Purposes Only, Not for Public Distribution
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For Educational Purposes Only, Not for Public Distribution
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• SLB currently offers a unique opportunity: 
Improving earnings, cash flow, and operating fundamentals
Attractive valuations, favorable technical profile & capital appreciation

• Stock price lagging oil price rise
• Purchasing below $70 provides a high quality investment levered 

to global growth with 25% upside vs 5‐10% downside potential assuming 
positive global growth & favorable energy markets
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V I L A S C A P I T A L
M A N A G E M E N T L L C

www.vilascapital.com

Walgreens Boots Alliance Walgreens ‐ $64 (WBA ‐ NYSE)

Fears

• Amazon will enter and displace drug 
stores

• Berkshire Hathaway, JP Morgan and 
Amazon alliance will create competition or 
reduce profits

• Walgreens is too independent, missing out 
on transformational M&A

• Front end sales declining
• Margins declining

Overview

• Largest drug store chain in the US and 
Europe, 21% market share, up 100 bps

• Expanding in China via purchase of a 40% 
stake in Sinopharm Holding Guoda Drugstores 

• Grew EPS 27% last quarter, 2.5% dividend
• Continued, long-term growth from:

• Hundreds of new drugs for unmet 
needs coming over the next 10 years

• Move to generics helps profits 
• As population ages, more drugs are 

consumed



V I L A S C A P I T A L
M A N A G E M E N T L L C

www.vilascapital.com

Walgreens Boots Alliance Valuation similar to Financial Crisis

Walgreens is ~10 times forward earnings estimates, 50% rise needed to get to average



V I L A S C A P I T A L
M A N A G E M E N T L L C

www.vilascapital.com

Walgreens Boots Alliance What is the future?

Walgreens will thrive:

• Amazon cannot fulfill instantly ‐ 24/7 availability for Walgreens

• Network effect for mobile population

• One repository for all prescriptions to help prevent drug interactions

• Regulatory burden for control of drugs, cannot store drugs next to books and TV’s
‐ Would require a new distribution system for Amazon

• Personal access to pharmacists, who must sign off on the prescription

• Billing/Co‐Pay system creates small or zero incentive to shop for price

• Walgreens will deliver if preferred
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A Tale of Two Books of Business

SOLID 
MANAGEMENT 

TEAM

• Veteran 
Organization

• Strong Leadership

PREDICTABLE 
REVENUE STREAM

• Monthly 
Premiums

• Pent Up Demand

ATTRACTIVE 
VALUATION

• 1.1X Tangible 
Book Value

• 7X Earnings

• 14% Return on 
Equity

• 10-12% Earnings 
Growth

STRONG BALANCE 
SHEET

• 9X Risk to Capital

• 22% Debt to 
Capital

• Capacity for 
Significant Share 
Buyback

OUTSTANDING 
CREDIT QUALITY

• Mid-700s Average 
FICO Score

• Over Reserved Old 
Book (Broadview 
Opinion)

• Pristine New Book



'07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17
0

10

20

30

40

50

60

70

80

0

50,000

100,000

150,000

200,000

250,000

Source: FactSet Prices

MGIC Investment Corporation (MTG-US)
Volume (Thousands) Price (USD)

Volume MGIC Investment Corporation



2017 
(actual)

2018 
(estimate)

2019 
(estimate)

2020 
(estimate)

Earnings per Share $1.36 $1.55 $1.70 $1.85

Price/Earnings 8x 7x 6x 6x

Tangible Book Value $9.00 $9.75 $11.45 $13.20

Price/Tangible Book Value 1.2x 1.1x 0.9x 0.8x

Shares Outstanding:  375 Million Market Capitalization:  $4 Billion

RISKS

•GSE Reform
•Onerous Capital Standards
•Alternative Forms of Mortgage Insurance
•Severe Housing Downturn



Broadview Advisors LLC (“Broadview”) is an SEC-registered investment adviser located in Milwaukee, Wisconsin. Additional information 
about Broadview is disclosed in our Form ADV, which can be viewed at www.adviserinfo.sec.gov. All information presented is for general 
informational purposes only and does not constitute a solicitation or an offer to sell investment advisory services in any jurisdiction. 
The investment strategies mentioned herein may not be suitable for everyone. Investors need to review an investment strategy for 
their own particular situation before making any investment decision.

The specific securities discussed, which are intended to illustrate Broadview’s investment style, do not represent all of the securities 
purchased, sold or recommended by Broadview for client accounts and one should not assume that an investment in these securities 
was or would be profitable in the future.

This presentation includes information prepared internally or sourced from outside research organizations. Broadview carefully reviews 
all external source material and believes the information to be reliable; however, we cannot guarantee the accuracy or completeness 
of external data. The information presented represents the views of the presenter when made and is subject to change without notice.

Past performance does not guarantee future results. Current performance may differ due to market volatility. The figures presented 
show historical patterns and are no guarantee of future results. There can be no assurance that historical patterns will continue, and 
if they did, how long they will continue.

PRESENTATION DISCLOSURE
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David Herro’s Ideas:

Lafarge
Daimler Benz
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Thank you!

SecureFutures.org
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