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Fund manager focus: Vulcan Value Partners

William Hutchings

A US asset manager focusing on US value equities said its policy of waiting
for the right moment to buy, even if the wait lasts 20 years, is the reason for
its success.

Vulcan Value Partners' Focus Plus strategy has generated 16.96% for its
investors, in sterling terms, over the three years to the end of June, accord-
ing to tables collated by data provider Camradata.

In dollar terms, its return for the three year period is 29.04%. This is
more than 25 percentage points greater than the S&P 500 index of US equi-
ties which, over the same three years, has risen by 3.18%.

Investment at Vulcan Value Partners is a waiting game, according to the
firm's founder, chief executive and chief investment officer, CT Fitzpatrick
- a colleague said he only ever uses the initials of his first two names, which
according to the colleague are family names and which, according to the
disclosures published on the SEC's website, are Clement Tranum.

Fitzpatrick said: "What differentiates us is that we focus on high-quality
companies with stable value and we wait until their shares become available
at a discount. We follow several hundred companies that we potentially
could own. It's very rare that these companies are attractively discounted,
but every now and then, maybe once every 10 years or 20 years, the oppor-
tunity arises."

Fitzpatrick said he had been following this investment strategy for more
than 20 years. He founded Vulcan Value Partners in 2007, and he said it has
$200m of assets under management.

The focus plus portfolio is fully invested, he said, so if he wants to buy
shares in a company he has to sell a holding he already has. He said: "It's painful
to sell the companies in our portfolio." However, he said, he is "very disci-
plined" in following his investment philosophy.

He admits to making investment mistakes, but not big ones. He said:
"We're human beings. But the reason we limit ourselves to these companies
is that their values are inherently stable. When we make a mistake, it's not
disastrous."

He said he shares the general concerns about the future - "political lead-
ership is poor, the developed economies have a lot of problems", he said -
but he is bullish about his investment strategy.

He said: "At the start of 2000, the world looked pretty good, there was a
lot of optimism. But actually the returns since then have been disappoint-
ing.

"Today, it's the opposite. Investors have thrown the baby out with the
bath water. The companies we like are trading at lower values, and when
you're able to buy at incredibly discounted prices businesses that can grow
their values, and you have a five-year horizon, it gives us a lot of confidence.
We're quite bullish."
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PERFORMANCE THROUGH DISCIPLINE

Vulcan Value Partners, LLC is an investment adviser registered with the Securities and Exchange Commission under the Investment Advisers Act of 1940. Vulcan focuses on long term capital
appreciation; targeting securities purchases that we believe have a substantial margin of safety in terms of value over price and limiting our investments to companies that we believe have
sustainable competitive advantages that will allow them to earn superior returns on capital. Value is our estimate of the price a willing buyer would pay, and a willing seller would accept, assuming
neither was compelled to enter into a transaction.

Vulcan Value Partners buys concentrated positions for our portfolios, averaging 5% in our model portfolios, which may make our performance more volatile than that of our benchmark indices and
our performance may diverge from an index, positively or negatively, as a result. Our focus is on long term capital appreciation, so our clients should consider at least a five year time horizon for an
investment with Vulcan. Past performance is no guarantee of future results and we may not achieve our return goal.

It should not be assumed that recommendations made in the future will be profitable or will equal the performance of the securities discussed in the article. Vulcan Value Partners has no editorial
control over the article’s publishers or the content, subject matter and timing of the article. The opinions expressed in the articles are those of the author as of the date when the article was
published. Economic and market conditions may have changed and Vulcan Value Partners’ views regarding the prospects of any particular investment may have changed. Vulcan Value Partners
does not assume any duty to update any information in this article and no representation is made with respect to its accuracy on any future date.

The S&P 500 Index is an unmanaged index of 500 common stocks chosen for market size, liquidity, and industry group representation. It is a market-value weighted index. The Russell 1000®
Value Index measures the performance of the large-cap value segment of the U.S. equity universe. Itincludes those Russell 1000 companies with lower price-to-book ratios and lower expected
growth values. The Russell 2000® Index includes the 2000 firms from the Russell 3000® Index with the smallest market capitalizations. The Russell 2000® Index Value Index measures the
performance of those Russell 2000 companies with lower price-to-book ratios and lower forecasted growth values. Index figures do not reflect deductions for any fees, expenses, or taxes. Investors
cannot invest directly in an index.

Vulcan Value Partners claims compliance with the Global Investment Performance Standards (GIPS®). To receive a complete list and description of Vulcan Value Partners’ composites and a
presentation that adheres to the GIPS standards, please contact Hampton McFadden at 205.803.1582 or write Vulcan Value Partners, 3500 Blue Lake Drive, Suite 400 Birmingham AL, 35243.
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