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Performance Summary 

• The Focused Fixed Income Value Strategy composite1 returned 8.13% during the quarter, versus 0.67% for the bench-
mark2. 

• Fluor Corporation 4.25% notes due 9/15/2028 (+18.1%) and Under Armour, Inc. 3.25% notes due 6/15/2026 (+7.6%) were 
the top contributors to performance. 

• PBF Logistics LP 6.875% notes due 5/15/2023 (+0.5%) and US TIPS 0.375% due 1/15/2027 (+1.5%) and  were the top debt 
detractors from performance. 

Commentary 

The fourth quarter capped a tumultuous year that will be remembered for both the stunning economic disruption caused by the 
COVID-19 pandemic and the blistering recovery in capital markets that seems thoroughly disconnected from economic reality. 
Broadly, we observed investor sentiment favoring small-cap stocks and cyclical industries, which provided a tailwind for many 
of the equity securities we own. Despite outperformance relative to our benchmarks, there is still a gap between the current 
value and appraised value of these securities. We are constructive and optimistic about the future. 

We value investments based on fundamental characteristics. Put another way, the companies in which we invest control their 
own destinies. Value can be created in many ways - growing sales, controlling overhead, increasing profitability, astute opera-
tional and financial management, or strategic business acquisitions or divestments, to name a few. Overarching economic 
themes and short-term market movements can certainly drive stock and bond prices, but when we look more deeply, we see 
long-term fundamental improvement in our portfolio companies. This type of improvement creates long-term value and drives 
the outsized investment returns to which we aspire. 

We can recite a litany of reasons to be enthusiastic about future economic growth and investment returns. However, we also 
have significant concerns about economic and market health. Government stimulus spending has added to the growing US 
deficit, which is financed by the issuance of US Treasury debt. Low interest rates have made the cost of borrowing very attrac-
tive to the debtor (the US Treasury) but increasingly unattractive to creditors. As interest rates rise, that relationship inverts. 
The largest US creditors as of November 2020 were Japan ($1.26 trillion), China ($1.06 trillion), and the United Kingdom ($420 
billion), highlighting the complex and intricate economic and geopolitical intersection of US government borrowing. 

The equity valuations of certain companies also present reason for concern. We use the case of Tesla to make this point 
(notwithstanding the company’s scientific contributions, which are numerous and laudable). As of December 31, 2020, Tesla’s 
fully diluted market cap was about $863 billion, or about 213x its TTM EBITDA. For comparison, if valued at the same multiple, 
AAPL would trade at $951 (vs. $132 on 12/31), GE would trade at $248 (vs. $11 on 12/31), and TA would trade at $2850 (vs. 
$32 on 12/31). We have long held that there is a difference between a good company and a good investment. This mantra 
rings truer than ever today. 

Our investment discipline focuses on the allocation of capital only when we are adequately compensated for assuming the risk 
inherent to an investment. We remain focused on this balance in pursuit of outsized long-term investment returns.    
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Debt Performance Highlights: Debt instruments continued to 
rally through the end of the year, a reflection of the current low 
interest rate environment and investor appetite for yield. This 
largely benefitted our portfolio, where many of the bonds we 
hold are issued by companies undergoing fundamental im-
provement, but improvement is slow to reflect in the price of 
the bonds. All the positions in our debt portfolio posted posi-
tive returns during the fourth quarter, and many are now priced 
at or above par;  We continue to hold these bonds for the re-
turn provided by coupon payments and modest additional ap-
preciation potential, but we remain alert to opportunities to 
deploy capital into more attractively priced credits.   

Fluor Corporation 4.25% notes due 9/15/2028 were the top 
contributor to performance during the fourth quarter. Fluor 
undertook a comprehensive restructuring program beginning 
in late 2019 to improve project bidding and execution process-
es. We expect the company to work through remaining un-
profitable projects in its backlog in 2021. Fluor’s cash balance 
nearly matches its debt balance, so net leverage is close to 
zero. However, the complex structure of the company’s vari-
ous operating entities around the world presents challenges to 
cash repatriation, and high working capital requirements deem 
it impractical to view balance sheet cash as a one-to-one off-
set of debt. We strive to understand such nuanced situations 
and arbitrage the market’s misunderstanding. 

We continue to hold US TIPS 0.375% due 1/15/2027 in the 
portfolio as a hedge against inflation through maturity. 

Positions Added 

PBF Logistics LP 6.875% Notes due 5/15/2023: PBF Logistics 
owns and operates petrochemical terminals, pipelines, and 
storage facilities in key refining regions in the United States. 
Concerns about the financial health of the company’s largest 
customer caused the bonds to trade off, but we believe those 
concerns were overblown. Ample asset coverage, strong cash 
flows, and the short duration of these bonds make the invest-
ment attractive. This position was the top detractor from debt 
portfolio performance primarily due to its inclusion in the port-
folio for only a partial period. 

Positions Sold 

Royal Caribbean Group 7.50% Notes due 10/15/2027: We pur-
chased this credit in late March 2020 under the thesis that 
cruise vacations would resume towards year end. Our thesis 
broke down as the COVID-19 pandemic wore on, but astute 
financial management by the company caused the bonds to 
appreciate. We realized a total return of 34.6% and an annual-
ized return of 51.2%. 

Appraised Value: The chart below displays the current price of each corporate debt security as of December 31, 2020 as a per-
centage of par value (left axis). The lighter shading represents the investment returns expected from the appreciation of the 
corpus to par. The secondary bar shows the current coupon of each bond (right axis). Both contribute to total position return. 

Investment Philosophy 

When buying debt securities, 
we examine the quantitative 
and qualitative characteristics 
of a business with a focus on 
the company’s leverage and 
interest coverage. Additional 
consideration is paid to the 
durability of cash flows, the 
value and marketability of a 
company’s assets, and 
management’s approach to 
controlling leverage. Finally, 
we carefully consider the bond 
indentures and the rights and 
recourse available to 
bondholders. Due to the senior 
position of debt in a 
company’s capital structure 
relative to that of equity, our 
investment criteria and return 
expectations differ. Still, we 
require comfort that any debt 
investment will both pay the 
contractual interest payments 
over our holding period and 
that the principal will be repaid 
in full at maturity. We measure 
the expected return using yield 
to maturity, which is an 
annualized return 
measurement that combines 
both the capital appreciation 
of a bond from the purchase 
price to its maturity price (we 
prefer to buy bonds at a 
discount to par value) and the 
recurring interest payments 
that we will receive during our 
holding period. As a general 
rule, we seek to realize a 7% 
annualized yield to maturity. 
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Historical Strategy Performance 

Total Return (%) Year to Date 1 Year 3 Years 5 Years Since Inception3 

Strategy Composite1 18.96% 18.96% 6.74% 8.71% 5.25% 

Benchmark2 7.51% 7.51% 5.34% 4.44% 3.30% 

Hypothetical Growth of $10,000 Over 10 Years 
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Focused Fixed Income Value Strategy: $15,058

Benchmark: $12,969
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Quarterly Strategy Performance 

Quarter Ending 
Composite1 

Return 
Benchmark2 

Return 

Composite1 

Standard 
Deviation 

Benchmark2 
Standard 
Deviation 

Quarter Ending 
Composite1 

Return 
Benchmark2 

Return 

Composite1 
Standard 
Deviation 

Benchmark2 
Standard 
Deviation 

3/31/2013 0.50% -0.12%     3/31/2018 -0.48% -1.46% 4.42% 2.69% 

6/30/2013 -1.24% -2.33%     6/30/2018 1.23% -0.16% 4.49% 2.65% 

9/30/2013 0.49% 0.57%     9/30/2018 0.29% 0.02% 4.34% 2.66% 

12/31/2013 -0.14% -0.14%     12/31/2018 -9.18% 1.64% 5.89% 2.88% 

3/31/2014 0.32% 1.84%     3/31/2019 3.81% 2.94% 7.07% 2.97% 

6/30/2014 0.93% 2.04%     6/30/2019 3.22% 3.08% 6.96% 3.03% 

9/30/2014 -0.15% 0.17%     9/30/2019 2.74% -2.27% 6.87% 3.35% 

12/31/2014 -1.89% 1.79%     12/31/2019 1.18% 0.18% 6.85% 2.91% 

3/31/2015 0.39% 1.61%     3/31/2020 -6.76% 3.15% 8.71% 3.20% 

6/30/2015 0.31% -1.68%     6/30/2020 7.13% 2.90% 8.89% 3.27% 

9/30/2015 -0.46% 1.23%     9/30/2020 10.15% 0.62% 9.49% 3.37% 

12/31/2015 0.18% -0.57% 1.68% 2.92% 12/31/2020 8.13% 0.67% 10.07% 3.40% 

3/31/2016 2.34% 3.03% 1.89% 3.00%      

6/30/2016 5.13% 2.21% 2.39% 2.66%      

9/30/2016 4.91% 0.46% 2.78% 2.61%      

12/31/2016 -0.30% -2.98% 2.82% 3.02%      

3/31/2017 0.95% 0.82% 3.09% 2.94%      

6/30/2017 6.11% 1.45% 4.34% 2.90%      

9/30/2017 1.09% 0.85% 4.53% 2.85%      

12/31/2017 2.43% 0.39% 4.36% 2.81%      
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Debt Holdings 

CoreCivic, Inc. 4.75% Notes due 10/15/2027: Core Civic, Inc. operates as a government solutions company engaged in the development and management of correction and reentry facilities as well as govern-
ment office properties. The company has demonstrated a commitment to ethical operations and focuses on reducing recidivism. Its recent conversion from a REIT to a C-corporation and its planned divestment 
of non-core assets will allow the company to deleverage its balance sheet, improving the credit profile. CUSIP: 21871NAA9, S&P Rating: BB. 

Fluor Corporation 4.25% Notes due 9/15/2028: Fluor Corporation is a preeminent provider of engineering, procurement, and construction services. The company operates through five segments: Energy and 
Chemicals, Mining and Industrial, Infrastructure and Power, Diversified Services, and Government (operating segments will be redefined in the first quarter of 2021 to Energy Solutions, Urban Solutions and Mission 
Solutions). Fluor is a well-managed, leading EPC provider and one of only a handful in the world with the scale, technical expertise, and financial wherewithal to undertake large and technically challenging pro-
jects. CUSIP: 343412AF9, S&P Rating: BBB-. 

Greenbrier Companies, Inc. 2.875% Notes due 2/1/2024: Greenbriar Companies, Inc. manufactures, sells, manages, and maintains railcars and marine vessels. The company’s operating model allows for the 
pooling and resale of newly constructed railcars while maintaining management of the assets over their useful life. While the company’s primary operations are in North America, Greenbrier has established a 
presence in select international markets including the Eurozone, South America, and the Middle East, where railcar demand is expected to accelerate. The bonds are convertible into common equity around $60 - a 
substantial premium to the current price. CUSIP: 393657AK7, Not Rated. 

Owens & Minor, Inc. 4.375% Notes due 12/15/2024: Owens & Minor, Inc. manufactures, sources, and distributes medical and surgical products. Under new leadership, the company has refocused on customer 
service and logistics. The recent sale of a subsidiary strengthened the company’s capital structure; management has expressed an interest in continuing to deleverage the company. CUSIP: 690732AE2, S&P 
Rating: B+. 

PBF Logistics LP 6.875% Notes due 5/15/2023: PBF Logistics LP owns and operates petrochemical terminals, pipelines, and storage facilities in key refining regions in the United States. The company was spun 
off from PBF Energy, Inc., which remains its largest customer. PBF Logistics' assets are integrated into the refinery supply and storage networks of its customers, and the company’s contracts typically involve 
minimum volume commitments. While PBF Logistics is subject to counterparty risk, particularly that of its largest customer, we believe the essential nature of the company’s assets and its contracted cash flows 
coupled with the short duration of the credit are exceptionally attractive. CUSIP: 69318UAB1, S&P Rating: B+. 

Pitney Bowes Inc. 5.95% Notes due 4/1/2023: Pitney Bowes, Inc. is a technology company engaging in the provision of products and solutions in the commerce industry. Although known for their postage meters, 
the company has successfully transitioned into a shipping solutions provider integrated into the rapidly growing consumer supply chain and counting numerous large online retailers among its customers. CUSIP: 
724479AN0, S&P Rating: BB. 

Under Armour, Inc. 3.25% Notes due 6/15/2026: Under Armour, Inc. designs, markets, and distributes branded apparel, footwear, and accessories with a focus on athletics and athleisure markets. The company 
was conservatively leveraged going into the COVID-19 pandemic, but has borrowed recently to fund operations while many of its stores remain closed and it navigates a restructuring plan; recent financial results 
have shown improvement, and credit metrics remain strong. CUSIP 904311AA5, S&P Rating: BB. 

United States Treasury 0.375% Notes due 1/15/2027 (TIPS): This inflation-linked security provides a hedge against inflation while paying a modest coupon. As a general obligation of the United States Govern-
ment, credit risk is minimal. CUISIP: 912828V49, S&P Rating: AAA. 

 

Current Yield 

4.13% 

 

Duration 

4.18 Years 

 

Average Credit Quality 

BB+ 
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Footnotes 

 
1Composite consists of certain accounts under the firm’s discretionary control and is gross of fee  

 
2Benchmark: Bloomberg Barclays US Aggregate Bond Total Return Index (USD Unhedged) 

 
3Inception Date: 12/31/2012 

 

Disclosures 

 

DISCLOSURE STATEMENT  

 

This document is published by Milwaukee Institutional Asset Management (MIAM), a division of Global Value Investment Corp. (GVIC). MIAM is the institutional investment advisory division of Global Value Investment Corp., providing investment 

advisory services to institutional investors including Registered Investment Advisors and Broker-Dealers.  

 

MIAM encourages its associates and other contributing persons (“covered persons”) to invest in the individual equity and debt security strategy mentioned in this report. MIAM believes doing so better aligns the firm’s interests with those of its 

institutional clients and helps its covered persons better understand the capital markets and share their knowledge and experience. The firm has in place strict restrictions and disclosure policies, described in its Code of Ethics, in order to estab-

lish and hold the interests of clients above those of its covered persons.  

  

DEFINITIONS  

 

Appraised value refers to MIAM’s quantitative and qualitative assessment of the value of an enterprise. 

 

Average credit quality is the weighted average credit rating of all bonds included in the strategy composite. Credit ratings are determined using information from S&P and are subject to change. 

 

Duration expresses the measurable change in the value of a security in response to a change in interest rates. A modified duration calculation is reported. 

 

Standard deviation is a measure of the variability of investment returns. It is calculated using monthly inputs on a trailing-three-year basis, and is presented as an annualized value. 

 

DISCLAIMER  

  

All statements or opinions contained herein are solely the responsibility of Milwaukee Institutional Asset Management, a division of Global Value Investment Corp. All information provided herein is based on public and non-public information 

believed to be accurate and reliable, but is not necessarily complete and cannot be guaranteed. No judgment is hereby expressed or should be implied as to the suitability of any security described herein for any specific investor or any specific 

investment portfolio. The decision to undertake any investment regarding the security mentioned herein should be made by each reader of this publication based on its own appraisal of the implications and risks of such decision.  

 

This publication is intended for informational purposes only and shall not constitute an offer to buy/sell or the solicitation of an offer to buy/sell any security mentioned in this report, nor shall there be any sale of the security herein in any state or 

domicile in which said offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such state or domicile.  

 

This publication and all information, comments, statements or opinions contained or expressed herein are applicable only as of the date of this publication and subject to change without prior notice. Past performance is not indicative of future 

results.  

 

An investor should consider a strategy’s investment objectives, risks, and charges and expenses carefully before investing. This and other important information can be found in the Firm’s SEC form ADV Part II. To obtain a copy of GVIC’s ADV 

Part II, call 866-452-0640 or visit www.gvi-corp.com. Please read the ADV carefully before investing.  

 

WARNING  

 

This report is intended to provide general securities advice, and does not purport to make any recommendation that any securities transaction is appropriate for any recipient’s particular investment objectives, financial situation or particular 

needs. Prior to making any investment decision, recipients should assess, and seek advice from their advisors, on whether any relevant part of this report is appropriate to their individual circumstances.  

 

MIAM’s investment strategies generally invest in a smaller number of securities than some other strategies. The performance of these holdings may increase the variability of a strategy’s return. There is no assurance that dividend-paying stocks 

will reduce price variability. Value investments are subject to the risk that their intrinsic value may not be reflected in market prices.  

 

This report may not be reproduced, distributed or published for any purpose unless explicitly authorized in advance by Global Value Investment Corp.  

 

U.S. CLIENTS  

 

For purposes of distribution in the United States, this report is prepared for persons who can be defined as "Institutional Investors" under U.S. securities regulations. Any U.S. person receiving this report and wishing to effect a transaction in any 

security discussed herein must do so through a U.S.-registered Broker-Dealer. Neither Global Value Investment Corp. nor Milwaukee Institutional Asset Management is a registered Broker-Dealer.  

 

Additional information is available upon request. Any recipient of this report that wishes further information regarding the subject strategy or the disclosure information mentioned herein should  

contact Global Value Investment Corp. by mail, phone, or otherwise. 


