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We are pleased to report that all four Longleaf Partners Funds 
outperformed their respective market benchmarks and delivered 
positive absolute returns in the first quarter of 2016.

Russell 2000
Small-Cap Fund

MSCI EAFE
International Fund

MSCI World
Global Fund

S&P 500
Partners Fund

1Q 2016 Performance Returns

4.34%

1.35%

4.60%

-1.52%

-3.01%

2.83%

1.30%

-0.35%

As we would normally expect, several of our most discounted 
businesses coming out of 2015 were among our largest 
performance contributors, including Wynn Resorts, CONSOL 
Energy, and Scripps Networks in the U.S., and Mineral 
Resources, Genting Berhad, and CEMEX outside the U.S. 
Additionally, our stakes in Aon, adidas, and Philips provided 
double-digit gains. Our relative results also benefitted from our 
minimal exposure to healthcare, which was among the best 
index sectors last year but among the worst performers in the 
first quarter. 

Performance changes over the last three months reminded us 
of Ben Graham’s description of a manic “Mr. Market” whose 
emotional short-term swings ultimately benefit those who 
anchor their investment decisions on business’ underlying 
values which are remarkably more stable than stock prices. 
Broad uncertainties that remain unanswered dramatically 
shifted Mr. Market’s sentiment over the quarter — China’s 
growth rate and currency devaluation, Brexit and negative 
yields in Europe, the Fed’s plans to raise rates, and the U.S. 

presidential election. If one simply looked at the Funds’ quarter’s 
return, the response might be, “Good quarter – business as 
usual.” Watching returns more frequently, however, would 
reveal Mr. Market’s irrational swings over a short-term period. 
The table below shows how dramatic the see-saw of returns was 
in the quarter.

Successful, disciplined investors see stock price volatility as 
long-term opportunity rather than something to fear and avoid. 
Importantly, the intrinsic values of the businesses we own 
were stable amid the market’s schizophrenia over the last three 
months. In the early part of the quarter when prices were falling, 
our list of prospective investments expanded. Prices rebounded 
quickly, and those companies that met our qualitative criteria 
did not have the requisite discount. Conversely, we took 
advantage of the stock gains in the latter part of the period by 
trimming several positions that had become overweight and 
traded closer to our appraisal values.

Many of our management partners with whom we are engaged 
did productive work that benefitted our appraisals during the 
quarter. In addition to generating solid operating results, our 
partners drove higher values per share through actions ranging 
from selling assets at fair prices, to buying debt well below 
face value, repurchasing discounted shares, and improving 
governance. The combination of value growth and lower 
weightings in less discounted positions helped the Funds’ 
price-to-values (P/Vs) remain attractive, although cash levels 
rose. Our cash will serve as the dry powder potentially to take 

Longleaf Partners Funds 
Shareholder Letter1Q16March 31, 2016

Average Annual Total Returns (3/31/16) Partners Fund: Since Inception (4/8/87): 10.15%, Ten Year: 2.70%, Five Year: 4.10%, One 
Year: -14.35%. Small-Cap Fund: Since Inception (2/21/89): 10.84%, Ten Year: 8.22%, Five Year: 10.48, One Year: -7.28%. Interna-
tional Fund: Since Inception (10/26/98): 6.83%, Ten Year: 0.79%, Five Year: -0.57, One Year: -4.89%. Global Fund: Since Inception 
(12/27/12): 1.65%, Ten Year: na, Five Year: na, One Year: -11.42%.

Returns reflect reinvested capital gains and dividends but not the deduction of taxes an investor would pay on distributions or share 
redemptions. Performance data quoted represents past performance. The investment return and principal value of an investment will 
fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their original cost. Current performance of the 
fund may be lower or higher than the performance quoted. Performance data current to the most recent month end may be obtained 
by visiting longleafpartners.com.

The total expense ratios for the Longleaf Partners Funds are: Partners Fund 0.91%, Small-Cap Fund 0.91%, International 
Fund 1.25%, and Global Fund 1.58%. The Funds’ expense ratios are subject to fee waiver to the extent a fund’s normal annual 
operating expenses exceed the following percentages of average annual net assets: Partners Fund 1.5%, Small-Cap Fund 1.5%, 
International Fund 1.75%, and Global Fund 1.65%. 

% Drop From % Rise From % Move
Returns 12/31 to Low Low to 3/31 Combined

S&P 500 -10.3% 13.0% 23.3%

Russell 2000 -15.9 17.1 33.0

MSCI EAFE -13.0 11.4 24.4

MSCI World -11.5 12.6 24.1

Past performance does not guarantee future results 

DBF_Inception LLPF
DBF_Ten Year LLPF
DBF_Five Year LLPF
DBF_One Year LLPF
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Sincerely,

Sincerely,

O. Mason Hawkins, CFA
Chairman & Chief Executive Officer
Southeastern Asset Management, Inc.

G. Staley Cates, CFA
President & Chief Investment Officer
Southeastern Asset Management, Inc.

April 8, 2016 

advantage of Mr. Market’s next bout of depression or when we 
find the next good investment. Our meaningful exposure to Asia 
Pacific companies reflects the broader opportunity set, while 
finding qualifiers in Europe and other parts of the world is more 
challenging.

Over the decades, our investment process has hinged on our 
small, talented, global team working together productively 
to originate prospective investments and determine the 
subset that best qualifies to be in each Fund. We draw on 
each analyst’s individual talents and benefit from the group’s 
diverse knowledge and global perspective in challenging 
assumptions and evaluating both company-specific and more 
systemic portfolio risks. As our most senior investors, Mason 
Hawkins and Staley Cates can add the most value when they are 
identifying new opportunities, appraising companies, assessing 
future business threats, engaging managements, and pursuing 
ways to get values recognized. To maximize research efforts 
and the management of portfolios, we have been shifting non-
investment managerial duties to others in the firm. Our team’s 
sole mission is to deliver superior investment results to our 
clients.  

We believe that the outperformance we delivered in the first 
quarter may be a prelude to the excess returns we expect to 
add over the next five years. Thank you for being terrific long-
term partners. We look forward to keeping you informed of our 
progress.

See following page for important disclosures.
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Before investing in any Longleaf Partners fund, you should carefully consider the Fund’s investment objectives, risks, charges, 
and expenses. For a current Prospectus and Summary Prospectus, which contain this and other important information, visit 
longleafpartners.com. Please read the Prospectus and Summary Prospectus carefully before investing.

RISKS

The Longleaf Partners Funds are subject to stock market risk, meaning stocks in the Fund may fluctuate in response to developments at 
individual companies or due to general market and economic conditions. Also, because the Funds generally invest in 15 to 25 companies, 
share value could fluctuate more than if a greater number of securities were held. Mid-cap stocks held by the Funds may be more volatile 
than those of larger companies. With respect to the Small-Cap Fund, smaller company stocks may be more volatile with less financial 
resources than those of larger companies. With respect to the International and Global Funds, investing in non-U.S. securities may 
entail risk due to non-US economic and political developments, exposure to non-US currencies, and different accounting and financial 
standards. These risks may be higher when investing in emerging markets. 

The statements and opinions expressed are those of the author and are as of the date of this report. 

The S&P 500 Index is an index of 500 stocks chosen for market size, liquidity and industry grouping, among other factors. The S&P 
is designed to be a leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of the large cap universe. 
The Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3,000 Index, which represents 
approximately 10% of the total market capitalization of the Russell 3000 Index. MSCI EAFE Index (Europe, Australasia, Far East) is a broad 
based, unmanaged equity market index designed to measure the equity market performance of 22 developed markets, excluding the US 
& Canada. MSCI World Index is a broad-based, unmanaged equity market index designed to measure the equity market performance of 
24 developed markets, including the United States. An index cannot be invested in directly.

P/V (“price to value”) is a calculation that compares the prices of the stocks in a portfolio to Southeastern’s appraisal of their intrinsic 
values. The ratio represents a single data point about a Fund and should not be construed as something more. P/V does not guarantee 
future results, and we caution investors not to give this calculation undue weight. 

As of March 31, 2016, the holdings discussed represented the following percentages of the Funds: Wynn Resorts: 6.1% Partners, 6.1% 
Small-Cap, 6.1% Global; CONSOL Energy: 3.9% Partners, 3.6% Small Cap, 1.4% Global; Scripps: 5.1% Partners, 5.0% Small Cap; Mineral 
Resources: 1.9% International; Genting Berhad: 1.8% International (8.0% adjusted for close of warrants and purchase of underlying 
stock, 2.6% Global (7.3% adjusted for close of warrants and purchase of underlying stock); Cemex: 4.7% International; Aon: 0.0%; 
adidas: 6.2% International, 5.9% Global; Philips: 4.9% Partners, 4.8% International, 3.7% Global. Fund holdings are subject to change 
and holding discussions are not recommendations to buy or sell any security. Current and future holdings are subject to risk. 

Funds distributed by ALPS Distributors, Inc.
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1Q16 Longleaf Partners FundMarch 31, 2016

  
Industrials 30.6%
Consumer Discretionary 11.2
Energy 9.8
Materials 9.6
Telecommunication Services 8.5
Information Technology 6.0
Financials 4.9

Cash 19.4

Sector Composition

 The Fund seeks to buy 18-22 competitively entrenched, financially strong, well-
managed companies whose stocks sell at deep discounts to intrinsic values. 

Southeastern Asset Management, founded in 1975, is an independent, Memphis-
based global firm managing $21.4 billion. Southeastern’s employees and related 
entities are the largest investors across the Longleaf Partners Funds. 

Performance at 3/31/16

   Total Return Average Annual Return
 - -—————————--                    --—————————————————————————————————— 

One Five Ten 15 20 Since
Qtr YTD Year Year Year Year Year Inception

Partners Fund 4.34% 4.34% -14.35% 4.10% 2.70% 5.36% 7.79% 10.15%

S&P 500 Index 1.35 1.35 1.78 11.58 7.01 5.99 7.98 9.42

Investment Approach  — Business, People, Price

Fund Management and Partnership

Holdings (14)
Activity* Weight

Level 3 Communications — 8.5%

CK Hutchison — 8.5

FedEx 7.9

Wynn Resorts — 6.1

Alphabet — 6.0

Chesapeake Energy + 5.9
(equity/bonds/convertibles)

Scripps Networks — 5.1

Cheung Kong Property — 4.9

Philips 4.9

LafargeHolcim 4.9

DuPont 4.7

CNH Industrial 4.7

United Technologies + 4.6

CONSOL Energy 3.9
Cash 19.4
Total 100.0%

Fund Profile
Investment Style US mid-large cap value

Ticker LLPFX

Inception Date April 8, 1987

Net Assets    $3.6 billion

Expense Ratio 0.91% 

Turnover (5 yr avg) 30.51% 
Weighted Average Market Cap. $66.0 billion

Returns reflect reinvested capital gains and dividends but not the deduction of taxes an investor would pay on distributions or share 
redemptions. Performance data quoted represents past performance; past performance does not guarantee future results. The invest-
ment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or 
less than their original cost. Current performance of the fund may be lower or higher than the performance quoted. Performance data 
current to the most recent month end may be obtained by visiting longleafpartners.com.
Before investing in any Longleaf Partners fund, you should carefully consider the Fund’s investment objectives, risks, charges, and 
expenses. For a current Prospectus and Summary Prospectus, which contain this and other important information, visit longleafpart-
ners.com. Please read the Prospectus and Summary Prospectus carefully before investing.
RISKS 
The Fund is subject to stock market risk, meaning stocks in the Fund may fluctuate in response to developments at individual compa-
nies or due to general market and economic conditions. Also, because the Fund generally invests in 15 to 25 companies, share value 
could fluctuate more than if a greater number of securities were held. Mid-cap stocks held may be more volatile than those of larger 
companies. Holdings are subject to change and discussion of holdings are not a recommendation to buy or sell any security. Current 
and future holdings are subject to risk. 
Funds distributed by ALPS Distributors, Inc. 
S&P 500 Index – An index of 500 stocks are chosen for market size, liquidity and industry grouping, among other factors. The S&P is 
designed to be a leading indicating of U.S. equities and is meant to reflect the risk/return characteristics of the large cap universe. An 
index cannot be invested in directly.
The Fund’s expense ratio is subject to a fee waiver to the extent normal annual operating expenses exceed 1.5% of average annual net 
assets.

Performance Contribution 
 Portfolio 

Top Contributors Return Contribution

Wynn 36% 2.67%

Scripps 19 1.35

CONSOL 43 1.31

 Portfolio 
Top Detractors Return Contribution

CK Hutchison -4% -0.61%

NOV** -1 -0.44

Level 3 -3 -0.43

Contact Us  (800) 445-9469  �  longleafpartners.com

*Full eliminations include the following positions: Aon,
McDonald’s, and National Oilwell Varco.

**National Oilwell Varco



Longleaf Partners Fund posted a formidable 4.34% return in the 
first quarter, exceeding the S&P 500 Index’s 1.35%. A number 
of our stocks had double-digit gains, including several of our 
most undervalued businesses coming out of 2015. Most of our 
companies generated solid operating results, and management 
activity helped drive higher appraisals. Our two biggest positions 
declined slightly, and their portfolio weights made them among 
the notable detractors to our strong gains. Our investment cases 
and our high conviction for these companies remain unchanged. 
Not only were our absolute returns well beyond our goal of 
inflation plus 10%, but our relative results also benefitted from 
our lack of exposure to health care, which was among the top 
performing index sectors in 2015 but was the S&P 500’s worst 
performing sector in the quarter. 

Stock prices in the first quarter embodied Ben Graham’s 
description of “Mr. Market,” whose manic short-term swings 
are driven by investor emotions. The market fell -10.3% at its 
February 11 low point but then rallied over 13% by the end 
of March, a 2300 basis point swing.  While economic and 
political uncertainties fostered the volatility, our appraisals 
proved much more stable, highlighting the importance of 
anchoring investment decisions to the long-term cash flows 
and underlying asset values of each company.  

The volatility provided opportunistic points to add to two 
of our more undervalued stocks, sell three positions, and 
trim several positive performers as they became overweight 
and traded closer to our appraisal values. Our on-deck list of 
adequately discounted new investments is limited.   

Contributors/Detractors
(gross return of the stock for 1Q; impact to Fund return for 1Q)
Wynn Resorts (+36%; +2.7%), the luxury gaming and hotel 
operator with prime real estate in Las Vegas, Macau, and 
Boston, was the largest contributor in the quarter. Wynn 
preannounced positive results to enable management to buy 
more stock. CEO Steve Wynn demonstrated his confidence 
in the business by purchasing nearly one million shares, 
bringing his total stake in the company to 12%. Wynn Las 
Vegas reported better-than-expected 4Q results. Although 
pressure continued in Macau’s lower margin VIP segment, 

mass gaming revenues in Macau stabilized, and year-over-year 
gross gaming revenue comps in February were the strongest 
in almost two years. Wynn remains well below our appraisal 
and offers a compelling long-term opportunity for significant 
growth with a proven owner-operator at the helm.  The value 
of properties in the development pipeline is not yet reflected 
in the stock price. The opening of Wynn Palace in Macau later 
in 2016 could spark additional stock appreciation as capital 
expenditures (capex) ends and revenues begin. 

Scripps Networks (+19%; +1.4%), the media company that 
owns cable channels, including HGTV, The Food Network, 
DIY Network, Cooking Channel, Travel Channel, and Great 
American Country, reported a strong quarter with all six 
networks adding new viewers as millennial growth continued.  
Advertising revenue grew at a mid-single digit rate. The 
company’s advertising is better than most competitors, 
with more exposure to stable categories than others have.  
Affiliate fee revenue growth is expected to grow at a mid-to-
high-single digit rate, and programming cost growth should 
continue to decelerate. Part of the stock’s discount is related 
to its international expansion opportunity which has not 
produced profits yet but has created startup costs and noncash 
amortization. The company purchased the remaining 35% of 
The Travel Channel that it did not own and sold its 7.25% stake 
in Fox Sports South & Southeast.  

CONSOL Energy (+43%; +1.3%), the Appalachian coal and 
natural gas company that was among top detractors in 2015, 
added meaningfully to first quarter results. Management 
adjusted to lower commodity prices by adopting significant 
cost controls and expects positive free cash flow (FCF) in 2016. 
Early in the quarter, CONSOL announced it was lowering capex 
by more than 50% from previous guidance. The company also 
reduced operating expenses, effectively decreasing its Debt/
Operating Cash Flow ratio from 3.8 to 3.6. As we continued 
our constructive dialogue with management regarding asset 
monetization, CONSOL announced the addition of three new 
board members, two of whom we suggested. Additionally, 
Will Thorndike, whom we previously recommended as a 
board member, replaced Brett Harvey as Chairman. Shortly 
thereafter, CONSOL sold its Buchanan mine and other met coal 
assets for $420 million to a private equity-backed firm. The 
sale was accretive to the value of CONSOL, and management is 

Longleaf Partners 
Fund Commentary1Q16March 31, 2016

Average Annual Total Returns (3/31/16): Since Inception (4/8/87): 10.15%, Ten Year: 2.70%, Five Year: 4.10, One Year: -14.35%

Returns reflect reinvested capital gains and dividends but not the deduction of taxes an investor would pay on distributions or share 
redemptions. Performance data quoted represents past performance; past performance does not guarantee future results. The 
investment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more 
or less than their original cost. Current performance of the fund may be lower or higher than the performance quoted. Performance 
data current to the most recent month end may be obtained by visiting longleafpartners.com.

The total expense ratio for the Longleaf Partners Fund is 0.91%. The Funds’ expense ratio is subject to fee waiver to the extent 
normal annual operating expenses exceed 1.5% of average annual net assets.

DBF_Inception LLPF
DBF_Ten Year LLPF
DBF_Five Year LLPF
DBF_One Year LLPF
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pursuing additional asset sales.

CK Hutchison (-4%; -0.6%), a Hong Kong-based global 
conglomerate comprised of four primary businesses (retail, 
telecommunications, infrastructure and ports), is our second 
largest position and was the main performance detractor in the 
quarter. China economic fears and weakness in the Hong Kong 
dollar (HKD) weighed on the stock. Conversely, the businesses’ 
values remained stable with less than 15% of its economic 
exposure in China and Hong Kong. Chairman Li Ka-shing 
and his son, Victor Li, have demonstrated a compelling track 
record of building companies, compounding net asset value at 
double-digit rates, and buying and selling assets at attractive 
prices. Last year, CK Hutchison announced plans for its 
Three U.K. telecom business to acquire U.K. telecom company 
O2. Although still pending regulatory approval, the deal 
would allow the company to recognize significant synergies, 
estimated at £3 billion.

Portfolio Changes
We exited three holdings during the quarter, including our 
successful long-term investment in Aon. We first purchased 
the stock in the second half of 2002, when the low point fell to 
near $14 per share. We bought again in 2009 and 2010 between 
the mid $30s and low $40s. Over time, the company went from 
being the second largest insurance broker in the world to the 
largest and also built its benefits and consulting business into 
a leading global competitor. Under the leadership of Greg Case, 
Aon grew revenues, expanded margins, reduced corporate 
taxes, and repurchased substantial shares at discounted 
prices. Value per share grew, and ultimately we exited in 
March at more than $100 per share. We are grateful for Greg’s 
superior stewardship, and we hope to have an opportunity to 
partner with him in the future. 

We sold National Oilwell Varco (NOV), a global provider of 
equipment and components used in offshore and land drilling, 
negatively impacted performance before we sold it in March. 
When we initiated the position in the third quarter of 2015, we 
believed that NOV’s higher margin rig aftermarket business 
would grow, even as new oil rig purchases were canceled or 
delayed in the lower oil price environment.  Our thesis did 
not hold up as rig operators cannibalized used parts from 
idled rigs, pressuring prices and ultimately lowering NOV’s 
aftermarket margins. We exited at a loss when the stock price 
partially recovered after oil moved from below $30 toward $40.

As discussed in our year-end report, we sold our small 
remaining position in global quick service restaurant operator 
McDonald’s as 2016 began. During the year plus that we 
owned the stock, it gained almost 30% and was among the 
strongest contributors to performance. We appreciate the 
board’s and management’s solid execution.

Outlook
We believe the strong absolute and relative returns we posted 
in the first quarter should be indicative of our expectations 
going forward.  Many of our top performers rallied from 
unsustainably low levels to a more normal discount range 
and have substantial additional upside potential. The 

portfolio price-to-value (P/V) in the mid-60s% offers an 
attractive buffer between our conservative appraisals and our 
companies’ underlying stock prices, especially in a market 
where we are finding very few new opportunities. Our 19% 
cash position reflects the limited qualifiers but will enable 
us to take advantage of additional market volatility or the 
next great business that becomes deeply discounted. Many of 
our holdings have management teams pursuing operational 
improvements as well as strategic alternatives that can build 
material value. 

See following page for important disclosures.
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Before investing in any Longleaf Partners Fund, you should carefully consider the Fund’s investment objectives, risks, charges, 
and expenses. For a current Prospectus and Summary Prospectus, which contain this and other important information, visit 
longleafpartners.com.  Please read the Prospectus and Summary Prospectus carefully before investing.

RISKS

The Longleaf Partners Fund is subject to stock market risk, meaning stocks in the Fund may fluctuate in response to developments at 
individual companies or due to general market and economic conditions. Also, because the Fund generally invests in 15 to 25 companies, 
share value could fluctuate more than if a greater number of securities were held.  Mid-cap stocks held by the Fund may be more volatile 
than those of larger companies.  

The S&P 500 Index is an index of 500 stocks chosen for market size, liquidity and industry grouping, among other factors. The S&P is 
designed to be a leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of the large cap universe.  An 
index cannot be invested in directly.

P/V (“price to value”) is a calculation that compares the prices of the stocks in a portfolio to Southeastern’s appraisal of their intrinsic 
values. The ratio represents a single data point about a Fund and should not be construed as something more. P/V does not guarantee 
future results, and we caution investors not to give this calculation undue weight.  

Free Cash Flow (FCF) is a measure of a company’s ability to generate the cash flow necessary to maintain operations. Generally, it is 
calculated as operating cash flow minus capital expenditures.

Operating Cash Flow (OCF) measures cash generated by a company’s normal business operations.

A basis point is one hundredth of one percent (0.01%). 

As of March 31 2016, the holdings discussed represented the following percentages of the Longleaf Partners Fund: Wynn Resorts, 6.1%; 
Scripps Networks, 5.1%; CONSOL, 3.9%; CK Hutchison, 8.5%; Aon, 0.0%; National Oilwell, 0.0%; McDonald’s, 0.0%. Fund holdings are 
subject to change and holding discussions are not recommendations to buy or sell any security. Current and future holdings are subject 
to risk.

Funds distributed by ALPS Distributors, Inc.



Longleaf Partners Small-Cap Fund



1Q16 Longleaf Partners 
Small-Cap Fund (Closed to New Investors)

March 31, 2016

  
Consumer Discretionary 35.2%
Materials 9.0
Telecommunication Services 8.7 
Industrials 8.4
Financials 6.7
Information Technology 6.5
Energy 4.7

Cash 20.8

Sector Composition 

 The Fund seeks to buy 18-22 competitively entrenched, financially strong, well-
managed companies whose stocks sell at deep discounts to intrinsic values. 

Southeastern Asset Management, founded in 1975, is an independent, Memphis-
based global firm managing $21.4 billion. Southeastern’s employees and related 
entities are the largest investors across the Longleaf Partners Funds. 

Investment Approach  — Business, People, Price

Fund Management and Partnership

Holdings (18)
Activity* Weight

DreamWorks Animation 8.9%

Level 3 Communications — 8.7

ViaSat 6.5

Wynn Resorts — 6.1

Graham Holdings 5.3

Scripps Networks — 5.0

Hopewell — 4.4

Rayonier 4.2

Tribune Media + 4.0

Actuant + 4.0

Vail Resorts — 3.7

CONSOL Energy 3.6

OCI 3.3

Chemtura 2.9

Deltic Timber 2.8

Everest Re — 2.5

Neiman Marcus (bonds) + 2.2

Triangle Petroleum (bonds) + 1.1
Cash 20.8
Total 100.0%

Fund Profile
Investment Style US small-cap value

Ticker LLSCX

Inception Date February 21, 1989

Net Assets    $3.9 billion

Expense Ratio 0.91% 

Turnover (5 yr avg) 33.09% 
Weighted Average Market Cap. $5.7 billion

Returns reflect reinvested capital gains and dividends but not the deduction of taxes an investor would pay on distributions or share 
redemptions. Performance data quoted represents past performance; past performance does not guarantee future results. The invest-
ment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or 
less than their original cost. Current performance of the fund may be lower or higher than the performance quoted. Performance data 
current to the most recent month end may be obtained by visiting longleafpartners.com.
Before investing in any Longleaf Partners fund, you should carefully consider the Fund’s investment objectives, risks, charges, and 
expenses. For a current Prospectus and Summary Prospectus, which contain this and other important information, visit longleafpart-
ners.com. Please read the Prospectus and Summary Prospectus carefully before investing.
RISKS 
The Fund is subject to stock market risk, meaning stocks in the Fund may fluctuate in response to developments at individual 
companies or due to general market and economic conditions. Also, because the Fund generally invests in 15 to 25 companies, 
share value could fluctuate more than if a greater number of securities were held. Smaller company stocks may be more volatile 
with less financial resources than those of larger companies. Holdings are subject to change and discussion of holdings are not a 
recommendation to buy or sell any security. Current and future holdings are subject to risk. 
Funds distributed by ALPS Distributors, Inc. 
The Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3,000 Index, which represents 
approximately 10% of the total market capitalization of the Russell 3000 Index. An index cannot be invested in directly. 
The Fund’s expense ratio is subject to a fee waiver to the extent normal annual operating expenses exceed 1.5% of average annual net 
assets.

Performance Contribution 
 Portfolio 

Top Contributors Return Contribution

Wynn 36% 1.99%

ViaSat 20 1.14

CONSOL 43 1.13

 Portfolio 
Top Detractors Return Contribution

OCI -21% -0.90%

Triangle -29 -0.49

Level 3 -3 -0.42

Contact Us  (800) 445-9469  �  longleafpartners.com

*Full eliminations include the following positions:
Orascom and Wynn Macau.

Performance at 3/31/16

   Total Return Average Annual Return
 - -—————————--                    --—————————————————————————————————— 

One Five Ten 15 20 Since
Qtr YTD Year Year Year Year Year Inception

Small-Cap Fund 4.60% 4.60% -7.28% 10.48% 8.22% 10.21% 11.54% 10.84%

Russell 2000 Index -1.52 -1.52 -9.76 7.20 5.26 7.65 7.68 9.06



Longleaf Partners Small-Cap Fund advanced a robust 4.60% 
in the first quarter, far exceeding the Russell 2000 Index’s 
-1.52% decline. For the one-year and longer periods, the 
Fund’s performance also surpassed the index. A number of 
our stocks had double-digit gains, including several of our 
most undervalued businesses coming out of 2015. Most of our 
companies generated solid operating results, and management 
activity helped drive higher appraisals. Not only were our 
absolute returns well beyond our goal of inflation plus 10%, but 
our relative results also benefitted from our lack of exposure to 
health care, which was among the top performing index sectors 
in 2015 but was the Russell 2000’s worst performing sector in the 
quarter.

Stock prices in the first quarter embodied Ben Graham’s 
description of “Mr. Market,” whose manic short-term swings 
are driven by investor emotions. The market fell -15.9% at its 
February 11 low point but then rallied over 17% by the end 
of March, a 3300 basis point swing. While economic and 
political uncertainties fostered the volatility, our appraisals 
proved much more stable, highlighting the importance of 
anchoring investment decisions to the long-term cash flows 
and underlying asset values of each company.  

The volatility provided opportunistic points to add to four of 
our more undervalued investments and trim several positions 
as they became overweight or traded closer to our appraisal 
values. Our on-deck list of adequately discounted new 
investments is limited.  

Contributors/Detractors
(gross return of the stock for 1Q; impact to Fund return for 1Q)
Wynn Resorts (+36%; +2.0%), the luxury gaming and hotel 
operator with prime real estate in Las Vegas, Macau, and 
Boston, was the largest contributor in the quarter. Wynn 
preannounced positive results to enable management to buy 
more stock. CEO Steve Wynn demonstrated his confidence 
in the business by purchasing nearly one million shares, 
bringing his total stake in the company to 12%. Wynn Las 
Vegas reported better-than-expected 4Q results. Although 
pressure continued in Macau’s lower margin VIP segment, 
mass gaming revenues in Macau stabilized, and year-over-year  
gross gaming revenue comps in February were the strongest 
in almost two years. Wynn remains well below our appraisal 

and offers a compelling long-term opportunity for significant 
growth with a proven owner-operator at the helm. The value 
of properties in the development pipeline is not yet reflected 
in the stock price. The opening of Wynn Palace in Macau later 
in 2016 could spark additional stock appreciation as capital 
expenditures (capex) ends and revenues begin. 

ViaSat (+20%; +1.1%), an integrated satellite company, 
reported a substantial 7% increase in average revenue per 
user (ARPU) year-over-year. Customer churn declined with 
the company’s focus on higher value, stable subscribers. 
Additionally, news reports that American Airlines would 
reexamine its in-flight Wi-Fi contract with ViaSat’s competitor, 
Gogo, implied that ViaSat could win the new contract given its 
superior service quality. CEO Mark Dankberg is a large owner 
who has invested wisely in expanding ViaSat’s capacity and 
product lines. The company plans to launch a revolutionary 
new satellite broadband constellation (ViaSat-3) in 2019 that 
has the potential to further ViaSat’s lead in the industry. 
Although ViaSat-3 is not fully reflected in our appraisal, it 
offers significant longer-term upside to our value and the share 
price. 

CONSOL Energy (+43%; +1.1%), the Appalachian natural gas 
and coal company that was our top detractor in 2015, added 
meaningfully to first quarter results. Management adjusted to 
lower commodity prices by adopting significant cost controls 
and expects positive free cash flow (FCF) in 2016. Early in the 
quarter, CONSOL announced it was lowering capex by more 
than 50% from previous guidance. The company also reduced 
operating expenses, effectively decreasing its Debt/OCF ratio 
from 3.8 to 3.6. As we continued our constructive dialogue 
with management regarding asset monetization, CONSOL 
announced the addition of three new board members, two 
of whom we suggested. Additionally, Will Thorndike, whom 
we previously recommended as a board member, replaced 
Brett Harvey as Chairman. Shortly thereafter, CONSOL sold its 
Buchanan mine and other met coal assets for $420 million to a 
private equity-backed firm. The sale was accretive to the value 
of CONSOL, and management is pursuing additional asset 
sales.

Scripps Networks (+19%; +1.0%), the media company that 
owns cable channels, including HGTV, The Food Network, 
DIY Network, Cooking Channel, Travel Channel, and Great 

Longleaf Partners 
Small-Cap Fund Commentary1Q16March 31, 2016

Average Annual Total Returns (3/31/16): Since Inception (2/21/89): 10.84%, Ten Year: 8.22%, Five Year: 10.48%, One Year: -7.28%

Returns reflect reinvested capital gains and dividends but not the deduction of taxes an investor would pay on distributions or share 
redemptions. Performance data quoted represents past performance; past performance does not guarantee future results. The 
investment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more 
or less than their original cost. Current performance of the fund may be lower or higher than the performance quoted. Performance 
data current to the most recent month end may be obtained by visiting longleafpartners.com.

The total expense ratios for the Longleaf Partners Small-Cap Fund is 0.91%.  The Funds’ expense ratio is subject to fee waiver to 
the extent normal annual operating expenses exceed 1.5% of average annual net assets. 

DBF_Inception LLSC
DBF_Ten Year LLSC
DBF_Five Year LLSC
DBF_One Year LLSC
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American Country, reported a strong quarter with all six 
networks adding new viewers as millennial growth continued.  
Advertising revenue grew at a mid-single digit rate. The 
company’s advertising is better than most competitors, 
with more exposure to stable categories than others have.  
Affiliate fee revenue growth is expected to grow at a mid-
to-high-single digit rate, and programming cost growth 
should continue to decelerate. Part of the stock’s discount is 
related to its international expansion opportunity which has 
not produced profits yet but has created startup costs and 
noncash amortization. The company simplified its asset mix, 
purchasing the remaining 35% of The Travel Channel that it 
did not own and selling its 7.25% stake in Fox Sports South & 
Southeast.  

OCI (-21%; -0.9%), a global fertilizer and chemical producer, 
was the primary detractor from the Fund’s strong return. The 
stock fell early in the quarter, in line with a decline in the 
underlying urea commodity price which recovered somewhat 
by quarter-end. Global excess supply should diminish as 
nitrogen fertilizer demand grows approximately 2% per year 
while no additional plant capacity is scheduled for at least 
five years out. Uncertainty around OCI’s planned sale of its 
U.S. and European assets to CF Industries also weighed on the 
stock. A major hurdle to the deal was removed in mid-March, 
when OCI announced that Consolidated Energy Limited would 
jointly invest in the methanol plant, Natgasoline, which would 
fall outside of the scope of the assets going to CF. OCI is trading 
at a steep discount to our appraisal and even more cheaply 
assuming the CF deal closes in the second quarter of 2016 as 
planned.  

Portfolio Changes
While we had no new investments to report, we added to 
four of our more undervalued businesses that were smaller 
positions. In addition to trimming a number of overweight 
and positive performers, including Wynn and Scripps, we 
completed the sale of Orascom Construction, which OCI spun 
out in 2015.  

Outlook
We believe the strong absolute and relative returns we posted 
in the first quarter should be indicative of our expectations 
going forward. Our top performers rallied from unsustainably 
low levels to a more normal discount range and have 
substantial additional upside potential. The portfolio price-to-
value (P/V) in the low-70s% offers an attractive buffer between 
our conservative appraisals and our companies’ underlying 
stock prices, especially in a market where we are finding 
very few new opportunities. Our 21% cash position reflects 
the limited qualifiers but will enable us to take advantage 
of additional market volatility or the next great business 
that becomes deeply discounted. Many of our holdings have 
management teams pursuing operational improvements 
as well as longer term strategic alternatives that can build 
material value.

See following page for important disclosures.
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Before investing in any Longleaf Partners Fund, you should carefully consider the Fund’s investment objectives, risks, charges, 
and expenses. For a current Prospectus and Summary Prospectus, which contain this and other important information, visit 
longleafpartners.com.  Please read the Prospectus and Summary Prospectus carefully before investing.

RISKS

The Longleaf Small-Cap Fund is subject to stock market risk, meaning stocks in the Fund may fluctuate in response to developments at 
individual companies or due to general market and economic conditions. Also, because the Fund generally invests in 15 to 25 companies, 
share value could fluctuate more than if a greater number of securities were held. Smaller company stocks may be more volatile with less 
financial resources than those of larger companies.   

The Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3,000 Index, which represents 
approximately 10% of the total market capitalization of the Russell 3000 Index. An index cannot be invested in directly.

P/V (“price to value”) is a calculation that compares the prices of the stocks in a portfolio to Southeastern’s appraisal of their intrinsic 
values. The ratio represents a single data point about a Fund and should not be construed as something more. P/V does not guarantee 
future results, and we caution investors not to give this calculation undue weight.  

Free Cash Flow (FCF) is a measure of a company’s ability to generate the cash flow necessary to maintain operations. Generally, it is 
calculated as operating cash flow minus capital expenditures.

Capital Expenditure (capex) is the amount spent to acquire or upgrade productive assets in order to increase the capacity or efficiency of 
a company for more than one accounting period.

Operating Cash Flow (OCF) measures cash generated by a company’s normal business operations.

Net present value is the difference between the present value of cash inflows and the present value of cash outflows.

A basis point is one hundredth of one percent (0.01%).

As of March 31, 2016, the holdings discussed represented the following percentages of the Longleaf Partners Small-Cap Fund: Wynn 
Resorts, 6.1%; ViaSat, 6.5%; CONSOL, 3.6%; Scripps Networks, 5.0%, OCI, 3.3%; Oracsom,0.0%. Fund holdings are subject to change 
and holding discussions are not recommendations to buy or sell any security. Current and future holdings are subject to risk.

Funds distributed by ALPS Distributors, Inc.



Longleaf Partners International Fund



  
Financials 27.7%
Materials 21.8
Consumer Discretionary 18.6
Industrials 14.5
Information Technology 4.9
Telecommunication Services 3.3
Consumer Staples 2.2

Cash 7.0*

Sector Composition

 The Fund seeks to buy 18-22 competitively entrenched, financially strong, well-
managed companies whose stocks sell at deep discounts to intrinsic values. 

Southeastern Asset Management, founded in 1975, is an independent, Memphis-
based global firm managing $21.4 billion. Southeastern’s employees and related 
entities are the largest investors across the Longleaf Partners Funds. 

Performance at 3/31/16

   Total Return Average Annual Return
 - -—————————--                    --—————————————————————————————————— 

One Five Ten 15 20 Since
Qtr YTD Year Year Year Year Year Inception

International Fund 2.83% 2.83% -4.89% -0.57% 0.79% 3.59%         na 6.83%

MSCI EAFE Index -3.01 -3.01 -8.27 2.29 1.80 4.35            na 3.90

Investment Approach  — Business, People, Price

Fund Management and Partnership

Holdings (22)
Activity** Weight

Melco International 8.1%

EXOR   7.8

CK Hutchison 7.8

LafargeHolcim 7.1

adidas — 6.2

K. Wah — 5.9

Great Eagle + 5.0

Baidu 4.9

Philips 4.8

Cheung Kong Property — 4.8

CEMEX (convertible bonds) 4.7

Sika 4.6

OCI 4.3

SoftBank 4.3

BR Properties 4.2

Genting Singapore 2.5

C&C Group 2.2

Mineral Resources — 1.9

Genting Berhad (warrants) — 1.8*

CF Industries NEW 0.6

MLog (formerly Manabi) 0.5

Vivendi (swap) *
Cash 7.0*
Total 100.0%

Fund Profile
Investment Style International value

Ticker LLINX

Inception Date October 26, 1998

Net Assets    $1.0 billion

Expense Ratio 1.25% 

Turnover (5 yr avg) 43.35% 
Weighted Average Market Cap. $18.8 billion

Performance Contribution 
 Portfolio 

Top Contributors Return Contribution

adidas 20% 1.75%

Genting Berhad 97 1.34

MinRe 61 1.24

 Portfolio 
Top Detractors Return Contribution

EXOR -21% -2.26%

OCI -21 -1.18

Melco -7 -0.68

Returns reflect reinvested capital gains and dividends but not the deduction of taxes an investor would pay on distributions or share 
redemptions. Performance data quoted represents past performance; past performance does not guarantee future results. The invest-
ment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or 
less than their original cost. Current performance of the fund may be lower or higher than the performance quoted. Performance data 
current to the most recent month end may be obtained by visiting longleafpartners.com.
Before investing in any Longleaf Partners fund, you should carefully consider the Fund’s investment objectives, risks, charges, and 
expenses. For a current Prospectus and Summary Prospectus, which contain this and other important information, visit longleaf-
partners.com. Please read the Prospectus and Summary Prospectus carefully before investing.
RISKS 
The Fund is subject to stock market risk, meaning stocks in the Fund may fluctuate in response to developments at individual compa-
nies or due to general market and economic conditions. Also, because the Fund generally invests in 15 to 25 companies, share value 
could fluctuate more than if a greater number of securities were held. Investing in non-U.S. securities may entail risk due to non-U.S. 
economic and political developments, exposure to non-U.S. currencies, and different accounting and financial standards. These risks 
may be higher when investing in emerging markets.  
Funds distributed by ALPS Distributors, Inc.  
MSCI EAFE Index (Europe, Australasia, Far East) is a broad based, unmanaged equity market index designed to measure the equity 
market performance of 22 developed markets, excluding the US & Canada. An index cannot be invested in directly. 
The expense ratio is subject to a fee waiver to the extent the Fund’s normal annual operating expenses exceed 1.75% of average annual net as-
sets.

Regional Composition

Asia ex-Japan 42.7%

Europe ex-UK 36.0

North America 5.3

Latin America 4.7

Japan 4.3

Cash 7.0*

*Weightings adjusted for close of long swap and purchase of underlying stock: Genting
Berhad, 8.0%; Vivendi, 4.9%; Liabilities in Excess of Cash Reserves and Other Assets,
-5.1%. Detailed information on these positions is available at longleafpartners.com.

1Q16March 31, 2016

Contact Us  (800) 445-9469  �  longleafpartners.com

Longleaf Partners
International Fund

**Full eliminations include the following positions: ALS, Orascom, and Rolls-Royce.



Longleaf Partners International Fund advanced a notable 2.83% 
in the first quarter, far surpassing the MSCI EAFE Index’s -3.01% 
decline. A number of our stocks had double-digit gains, including 
several of our most undervalued businesses coming out of 
2015.  Most of our companies generated solid operating results, 
and management activity helped drive higher appraisals. Not 
only were our absolute returns in line with our absolute goal of 
inflation plus 10%, but our relative results also benefitted from 
our lack of exposure to health care, which was among the top 
performing index sectors in 2015 but was among the MSCI EAFE’s 
worst performing sectors in the quarter.

Stock prices in the first quarter embodied Ben Graham’s 
description of “Mr. Market,” whose manic short-term swings 
are driven by investor emotions. The MSCI EAFE fell by -13% at 
its February 12 low point, but then rallied over 11% by the end 
of March, a 2440 basis point swing. While broad economic and 
political uncertainties fostered stock volatility, our appraisals 
proved much more stable, highlighting the importance of 
anchoring investment decisions to the long-term cash flows 
and underlying asset values of each company.  

The volatility provided opportunistic points to buy one new 
business, add to one of our more undervalued companies, sell 
three holdings, and trim several positive performers as they 
became overweight and traded closer to our appraisal values.  
Our on-deck list of new qualifiers was more robust in Asia than 
elsewhere which is reflected in our 45% portfolio exposure in 
the region.   

Contributors/Detractors
(gross return of the stock for 1Q; impact to Fund return for 1Q)
adidas (+20%; +1.8%), the German-based global sportswear 
and equipment brand, reported better-than-expected earnings, 
with 16% revenue growth for the core brand, and increased 
its 2016 expectations to 10-12% organic revenue growth. We 
have been engaged in productive conversations with adidas 
over the last year and were pleased with several governance 
announcements. Kasper Rorsted was named the successor to 
CEO Herbert Hainer. Rorsted had a strong record at Henkel AG, 
and we believe he will successfully address costs and increase 
adidas margins, which are at half the level of key competitors. 
The company also nominated shareholders Nassef Sawiris and 
Ian Gallienne to join the Supervisory Board. After the stock’s 
strong 12-month performance, we trimmed our overweight 

position, but the company remains discounted relative to both 
our appraisal and its peers.  

Genting Berhad (+97%; +1.3%), the Malaysian holding 
company with gaming, property, plantation, pharmaceutical, 
and oil and gas assets, benefited from progress at several 
businesses and a rebound of the Malaysian ringgit. There 
was news of a potential initial public offering of Alzheimer’s 
drug maker TauRx Pharmaceuticals, which is 20.7% owned by 
Genting. The Singapore casino business steadied, with the core 
mass gaming and non-gaming business revenues expected to 
grow. The duopoly position in the stable Singapore jurisdiction 
represents a significant competitive advantage. Genting 
Singapore also began construction on its Jeju project in Korea, 
which offers potential upside for our appraisal and the stock. 
Despite the strong quarter, Genting trades at a significant 
discount to the sum of its parts, but we did trim our stake to 
reduce the overweight.

Mineral Resources (+61%; +1.2%), the Australian-based 
mining services company, surprised the investment 
community with stable operating results in its crushing 
business and lower mining costs. Additionally, higher iron ore 
prices and a stronger Australian dollar were favorable for the 
stock. Although ore prices did not benefit Mineral Resources’ 
crushing and processing business since the company is 
paid a fixed fee per ton, they did help the mining operation 
produce higher earnings before interest, taxes, depreciation 
and amortization (EBITDA) per ton. Management indicated 
the company is unlikely to move forward with the ambitious 
elevated transport system without a more attractive long-term 
iron ore pricing environment. The company began to buy back 
shares, and founder and managing director, Chris Ellison, 
purchased more shares personally. We trimmed our position.

EXOR (-21%; -2.3%), the Italian holding company, detracted 
from the Fund’s results as its share price closely correlated 
with underlying holding Fiat Chrysler Auto (FCA) despite FCA 
comprising less than half of our total EXOR appraisal. Most 
auto stocks declined with concerns about peak demand, easy 
credit, and the longer term implications of driverless cars. 
Additionally, the Volkswagen emission test scandal weighed 
on European car makers. These current industry challenges 
are likely to delay CEO Sergio Marchionne’s pursuit of a 
merger for FCA. Additionally, the broader Italian market had 

Longleaf Partners 
International Fund Commentary1Q16March 31, 2016

Average Annual Total Returns (3/31/16): Since Inception (10/26/98): 6.83%, Ten Year: 0.79%, Five Year: -0.57%, One Year: -4.89

Returns reflect reinvested capital gains and dividends but not the deduction of taxes an investor would pay on distributions or share 
redemptions. Performance data quoted represents past performance; past performance does not guarantee future results. The 
investment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more 
or less than their original cost. Current performance of the fund may be lower or higher than the performance quoted. Performance 
data current to the most recent month end may be obtained by visiting longleafpartners.com.

The total expense ratio for the Longleaf Partners International Fund is 1.25%. The Funds’ expense ratio is subject to fee waiver to 
the extent normal annual operating expenses exceed 1.75% of average annual net assets.
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the worst performance in Europe, which impacted EXOR’s 
share price despite the value overwhelmingly coming from 
outside of Italy. EXOR completed its acquisition of Bermuda 
reinsurer PartnerRe in the quarter, providing another outlet 
for Chairman and CEO John Elkann to build value. We believe 
there are ample strategic and value building levers still to 
be pulled at EXOR and see the current price weakness as 
unjustified. 

OCI (-21%; -1.2%), a global fertilizer and chemical producer, 
fell early in the quarter in line with a decline in the underlying 
urea commodity price, which recovered somewhat by quarter-
end. Global excess supply should diminish as nitrogen 
fertilizer demand grows approximately 2% per year while no 
additional plant capacity is scheduled for at least five years 
out. Uncertainty around OCI’s planned sale of its U.S. and 
European assets to CF Industries also weighed on the stock. A 
major hurdle to the deal was removed in mid-March, when OCI 
announced that Consolidated Energy Limited would jointly 
invest in the methanol plant, Natgasoline, which would fall 
outside of the scope of the assets going to CF. OCI is trading 
at a steep discount to our appraisal and even more cheaply 
assuming the CF deal closes in the second quarter of 2016 as 
planned.  

Portfolio changes
We sold three companies in the quarter and initiated a small 
position in nitrogen fertilizer manufacturer and distributor CF 
Industries, which offered a more discounted way to increase 
our stake in OCI post deal. CF CEO Tony Will is buying back 
discounted shares, and OCI CEO Nassef Sawiris will be the 
largest CF shareholder and join the board when the deal 
closes. 

We sold Australian-based testing, inspection, and certification 
company ALS Limited at a loss after owning it for just over 
a year. The company announced a rights issue, which we 
thought was unnecessary, at a steep discount to market 
price. This decreased both our appraisal and confidence in 
management’s capital allocation skill. 

We exited our small position in British power systems 
company Rolls-Royce after its price rallied in the first half of 
the quarter. The business has long-term upside, but the thesis 
will take longer to play out than we originally expected. We 
invested our proceeds in higher return opportunities.   

We completed the sale of Orascom Construction, which OCI 
spun out in 2015. 

Outlook
We believe the strong absolute and relative returns we posted 
in the first quarter should be indicative of our expectations 
going forward. Many of our top performers rallied from 
unsustainably low levels to a more normal discount range and 
have substantial additional upside. The portfolio price-to-
value (P/V) in the low-60s% offers an attractive buffer between 
our conservative appraisals and our companies’ underlying 
stock prices, especially in a market where we are finding 
limited new opportunities. Volatility could increase in Europe, 
with continued worries about anemic economic growth, 

coupled with increasing political risks from the migrant crisis 
and terrorism, as well as Britain’s potential exit from the 
Eurozone. Asia remains more undervalued, given persistent 
uncertainty over China’s future growth rate and additional 
currency weakness. The Fund’s 7% cash level should enable us 
to take advantage of the next opportunity wherever it emerges.  
At many of the companies we own, management teams are 
pursuing operational improvements as well as strategic 
alternatives that can build material value.

See following page for important disclosures.
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Before investing in any Longleaf Partners Fund, you should carefully consider the Fund’s investment objectives, risks, charges, 
and expenses. For a current Prospectus and Summary Prospectus, which contain this and other important information, visit 
longleafpartners.com.  Please read the Prospectus and Summary Prospectus carefully before investing.

RISKS

The Longleaf Partners International Fund is subject to stock market risk, meaning stocks in the Fund may fluctuate in response to 
developments at individual companies or due to general market and economic conditions. Also, because the Fund generally invests in 15 
to 25 companies, share value could fluctuate more than if a greater number of securities were held. Investing in non-U.S. securities may 
entail risk due to non-US economic and political developments, exposure to non-US currencies, and different accounting and financial 
standards. These risks may be higher when investing in emerging markets.   

MSCI EAFE Index (Europe, Australasia, Far East) is a broad based, unmanaged equity market index designed to measure the equity 
market performance of 22 developed markets, excluding the US & Canada. An index cannot be invested in directly.

P/V (“price to value”) is a calculation that compares the prices of the stocks in a portfolio to Southeastern’s appraisal of their intrinsic 
values. The ratio represents a single data point about a Fund and should not be construed as something more. P/V does not guarantee 
future results, and we caution investors not to give this calculation undue weight. 

EBITDA is a company’s earnings before interest, taxes, depreciation and amortization.

A basis point is one hundredth of one percent (0.01%).

As of March 31, 2016, the holdings discussed represented the following percentages of the Longleaf Partners International Fund: adidas, 
6.2%; Genting Berhad, 1.8%; Mineral Resources, 1.9%; EXOR, 7.8%; OCI, 4.3%; CF Industries, 0.6%; ALS, 0.0%; Rolls-Royce, 0.0%; 
Orascom, 0.0%. Fund holdings are subject to change and holding discussions are not recommendations to buy or sell any security. 
Current and future holdings are subject to risk.

Funds distributed by ALPS Distributors, Inc.



Longleaf Partners Global Fund



  
Industrials 24.0%
Consumer Discretionary 21.8
Financials 11.3
Materials 10.1
Telecommunication Services 9.7
Energy 7.0
Information Technology 3.7
Cash 12.4*

Sector Composition

 The Fund seeks to buy 18-22 competitively entrenched, financially strong, well-
managed companies whose stocks sell at deep discounts to intrinsic values. 

Southeastern Asset Management, founded in 1975, is an independent, Memphis-
based global firm managing $21.4 billion. Southeastern’s employees and related 
entities are the largest investors across the Longleaf Partners Funds. 

Investment Approach  — Business, People, Price

Fund Management and Partnership

Holdings (21)
Activity** Weight

Level 3 Communications 6.3%

Wynn Resorts — 6.1

adidas 5.9

Melco International + 5.9

Chesapeake Energy  + 5.6
(equity/bonds/preferreds)

FedEx 5.5

LafargeHolcim + 5.4

CK Hutchison 5.4

OCI + 4.7

United Technologies + 4.5

EXOR + 4.3

Cheung Kong Property 3.9

Alphabet 3.7

Philips 3.7

SoftBank + 3.4

K. Wah 3.1

Genting Berhad 2.6*

Hopewell 2.5

CNH Industrial 2.4

CONSOL Energy 1.4

Geting Singapore 1.3
Cash 12.4*
Total 100.0%

Fund Profile
Investment Style Global value

Ticker LLGLX

Inception Date December 27, 2012

Net Assets    $0.2 billion

Expense Ratio 1.58% 

Turnover (5 yr avg) na
Weighted Average Market Cap. $43.8 billion

Performance Contribution 
 Portfolio 

Top Contributors Return Contribution

Wynn 36% 0.84%

Genting Berhad 97 0.57

adidas 20 0.44

 Portfolio 
Top Detractors Return Contribution

EXOR -22% -0.47%

OCI -21 -0.35

LafargeHolcim -7 -0.10

Returns reflect reinvested capital gains and dividends but not the deduction of taxes an investor would pay on distributions or share 
redemptions. Performance data quoted represents past performance; past performance does not guarantee future results. The invest-
ment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth more or 
less than their original cost. Current performance of the fund may be lower or higher than the performance quoted. Performance data 
current to the most recent month end may be obtained by visiting longleafpartners.com.
Before investing in any Longleaf Partners fund, you should carefully consider the Fund’s investment objectives, risks, charges, and 
expenses. For a current Prospectus and Summary Prospectus, which contain this and other important information, visit longleaf-
partners.com. Please read the Prospectus and Summary Prospectus carefully before investing.
RISKS 
The Fund is subject to stock market risk, meaning stocks in the Fund may fluctuate in response to developments at individual compa-
nies or due to general market and economic conditions. Also, because the Fund generally invests in 15 to 25 companies, share value 
could fluctuate more than if a greater number of securities were held. Investing in non-U.S. securities may entail risk due to non-US 
currencies and different accounting and financial standards. These risks may be higher when investing in emerging markets. Holdings 
are subject to change and discussion of holdings are not a recommendation to buy or sell any security. Current and future holdings 
are subject to risk.  
Funds distributed by ALPS Distributors, Inc.  
MSCI World Index is a broad-based, unmanaged equity market index designed to measure the equity market performance of 24 devel-
oped markets, including the United States.  An index cannot be invested in directly. 

Regional Composition 

North America 33.1%

Europe ex-UK  26.4

Asia ex-Japan 24.7

Japan 3.4

Cash 12.4*

*Weightings adjusted for close of warrants and purchase of underlying stock: Genting
Berhad, 7.3%; Net Cash & Other Assets and Liabilities, 7.7%.

1Q16March 31, 2016

Contact Us  (800) 445-9469  �  longleafpartners.com

Longleaf Partners
Global Fund

**Full eliminations includes the following position: National Oilwell Varco. 

Performance at 3/31/16

   Total Return Average Annual Return
 - -—————————--                    --—————————————————————————————————— 

One Five Ten 15 20 Since
Qtr YTD Year Year Year Year Year Inception

Global Fund           1.30% 1.30% -11.42%         na               na               na              na 1.65%

MSCI World Index -0.35 -0.35 -3.45           na                na                na              na 8.79



Longleaf Partners Global Fund gained a positive 1.30% in the first 
quarter, nicely outperforming the MSCI World Index’s -0.35% 
decline. A number of our stocks had double-digit gains, including 
several of our most undervalued businesses coming out of 2015.  
Most of our companies generated solid operating results, and 
management activity helped drive higher appraisals. Not only 
were our absolute returns positive, but our relative results also 
benefitted from our lack of exposure to health care, which was 
among the top performing index sectors in 2015 but was the MSCI 
World’s worst performing sector in the quarter.

Stock prices in the first quarter embodied Ben Graham’s 
description of “Mr. Market,” whose manic short-term swings 
are driven by investor emotions. The MSCI World fell -11.5% at 
its February 11 low point, but then rallied over 12% by the end 
of March, a more than 2400 basis point swing. While economic 
and political uncertainties fostered stock volatility around the 
world, our appraisals proved much more stable, highlighting 
the importance of anchoring investment decisions to the long-
term cash flows and underlying asset values of each company.  

The volatility provided opportunistic points to add to seven 
of our more undervalued stocks, sell one position, and trim 
the Fund’s largest contributor. The portfolio has one quarter 
to one third of assets invested in each of North America, Asia, 
and Europe. Our on-deck list of adequately discounted new 
qualifiers is somewhat limited though more robust in Asia than 
elsewhere.   

Contributors/Detractors
(gross return of the stock for 1Q; impact to Fund return for 1Q)
Wynn Resorts (+36%; +0.8%), the luxury gaming and hotel 
operator with prime real estate in Las Vegas, Macau, and 
Boston, was the largest contributor in the quarter. Wynn 
preannounced positive results to enable management to buy 
more stock. CEO Steve Wynn demonstrated his confidence in 
the business by purchasing nearly one million shares, bringing 
his total stake in the company to 12%. Wynn Las Vegas 
reported better-than-expected 4Q results. Although pressure 
continued in Macau’s lower margin VIP segment, mass gaming 
revenues in Macau stabilized, and year-over-year gross gaming 
revenue comps in February were the strongest in almost two 
years. Wynn remains well below our appraisal and offers a 
compelling long-term opportunity for significant growth with a 
proven owner-operator at the helm. The value of properties in 
the development pipeline is not yet reflected in the stock price. 

The opening of Wynn Palace in Macau later in 2016 could spark 
additional stock appreciation as capital expenditures (capex) 
ends and revenues begin. 

Genting Berhad (+97%; +0.6%), the Malaysian holding 
company with gaming, property, plantation, pharmaceutical, 
and oil and gas assets, benefited from progress at several 
businesses and a rebound of the Malaysian ringgit. There 
was news of a potential initital public offering of Alzheimer’s 
drug maker TauRx Pharmaceuticals, which is 20.7% owned by 
Genting. The Singapore casino business steadied, with the core 
mass gaming and non-gaming business revenues expected 
to grow.  The duopoly position in the stable Singapore 
jurisdiction represents a significant competitive advantage. 
Genting Singapore also began construction on its Jeju project 
in Korea, which offers potential upside for our appraisal and 
the stock. Despite the strong quarter, Genting trades at a 
significant discount to the sum of its parts, but we did trim our 
stake to reduce the overweight.

adidas (+20%; +0.4%), the German-based global sportswear 
and equipment brand, reported better-than-expected earnings, 
with 16% revenue growth for the core brand, and increased 
its 2016 expectations to 10-12% organic revenue growth. We 
have been engaged in productive conversations with adidas 
over the last year and were pleased with several governance 
announcements. Kasper Rorsted was named the successor to 
CEO Herbert Hainer. Rorsted had a strong record at Henkel AG, 
and we believe he will successfully address costs and increase 
adidas margins, which are at half the level of key competitors. 
The company also nominated shareholders Nassef Sawiris and 
Ian Gallienne to join the Supervisory Board. Even after the 
stock’s strong 12-month performance, the company remains 
discounted relative to both our appraisal and its peers.  

EXOR (-22%; -0.5%), the Italian holding company, detracted 
from the Fund’s results as its share price closely correlated 
with underlying holding Fiat Chrysler Auto (FCA) despite FCA 
comprising less than half of our total EXOR appraisal. Most 
auto stocks declined with concerns about peak demand, easy 
credit, and the longer term implications of driverless cars. 
Additionally, the Volkswagen emission test scandal weighed 
on European car makers. These current industry challenges 
are likely to delay CEO Sergio Marchionne’s pursuit of a 
merger for FCA. Additionally, the broader Italian market had 
the worst performance in Europe, which impacted EXOR’s 
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share price despite the value overwhelmingly coming from 
outside of Italy. EXOR completed its acquisition of Bermuda 
reinsurer PartnerRe in the quarter, providing another outlet 
for Chairman and CEO John Elkann to build value. We believe 
there are ample strategic and value building levers still to 
be pulled at EXOR and see the current price weakness as 
unjustified. 

OCI (-21%; -0.4%), a global fertilizer and chemical producer, 
fell early in the quarter, in line with a decline in the 
underlying urea commodity price which recovered somewhat 
by quarter-end. Global excess supply should diminish as 
nitrogen fertilizer demand grows approximately 2% per year 
while no additional plant capacity is scheduled for at least 
five years out. Uncertainty around OCI’s planned sale of its 
U.S. and European assets to CF Industries also weighed on the 
stock. A major hurdle to the deal was removed in mid-March, 
when OCI announced that Consolidated Energy Limited would 
jointly invest in the methanol plant, Natgasoline, which 
would fall outside of the scope of the assets going to CF. OCI 
is trading at a steep discount to our appraisal and even more 
cheaply assuming the CF deal closes in the second quarter of 
2016 as planned.   

Portfolio Changes
In March, we sold National Oilwell Varco (NOV), a global 
provider of equipment and components used in offshore 
and land drilling. When we initiated the position in the 
third quarter of 2015, we believed that NOV’s higher margin 
rig aftermarket business would grow, even as new oil rig 
purchases were canceled or delayed in the lower oil price 
environment. Our thesis did not hold up as rig operators 
cannibalized used parts from idled rigs, pressuring prices and 
ultimately lowering NOV’s aftermarket margins. We exited at 
a loss when the stock price partially recovered after oil moved 
from below $30 toward $40.

Outlook
We believe we can deliver additional strong absolute and 
relative returns going forward. Many of our bigger performers 
rallied from unsustainably low levels to a more normal 
discount range and have substantial additional upside. 
The portfolio price-to-value (P/V) in the mid-60s% offers 
an attractive buffer between our conservative appraisals 
and our companies’ underlying stock prices, especially in a 
market where we are finding limited new opportunities. The 
Fund’s cash position reflects the more limited opportunity set 
following the market rebound since mid-February. Volatility 
could increase in the U.S. with the Federal Reserve’s rate 
decisions and the presidential election, and in Europe with 
continued worries about anemic economic growth, coupled 
with increasing political risks from the migrant crisis and 
terrorism, as well as Britain’s potential exit from the Eurozone.  
Asia remains more undervalued, given persistent uncertainty 
over China’s future growth rate and additional currency 
weakness. Our liquidity should enable us to take advantage 
of additional market volatility or the next great business 
that becomes deeply discounted. At many of the companies 
we own, management teams are pursuing operational 

improvements as well as strategic alternatives that can build 
material value. 

See following page for important disclosures.



24

Before investing in any Longleaf Partners Fund, you should carefully consider the Fund’s investment objectives, risks, charges, 
and expenses. For a current Prospectus and Summary Prospectus, which contain this and other important information, visit 
longleafpartners.com.  Please read the Prospectus and Summary Prospectus carefully before investing.

RISKS

The Longleaf Partners Global Fund is subject to stock market risk, meaning stocks in the Fund may fluctuate in response to developments 
at individual companies or due to general market and economic conditions. Also, because the Fund generally invests in 15 to 25 
companies, share value could fluctuate more than if a greater number of securities were held. Investing in non-U.S. securities may 
entail risk due to non-US economic and political developments, exposure to non-US currencies, and different accounting and financial 
standards. These risks may be higher when investing in emerging markets.  

MSCI World Index is a broad-based, unmanaged equity market index designed to measure the equity market performance of 24 
developed markets, including the United States.  An index cannot be invested in directly.

P/V (“price to value”) is a calculation that compares the prices of the stocks in a portfolio to Southeastern’s appraisal of their intrinsic 
values. The ratio represents a single data point about a Fund and should not be construed as something more. P/V does not guarantee 
future results, and we caution investors not to give this calculation undue weight. 

A basis point is one hundredth of one percent (0.01%). 

As of March 31, 2016, the holdings discussed represented the following percentages of the Longleaf Partners Global Fund: Wynn Resorts, 
6.1%; Genting Berhad, 2.6%; adidas, 5.9%; EXOR, 4.3%; OCI, 4.7%; National Oilwell, 0.0%. Fund holdings are subject to change and 
holding discussions are not recommendations to buy or sell any security. Current and future holdings are subject to risk.

Funds distributed by ALPS Distributors, Inc.
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