Investor

February 27, 2025

The Leading Authority on Value Investing

In Their Prime

Unison Asset Management’s Daniel Bakalarz and Alex Furmanski explain why they believe even the most highly regard-
ed companies can be great value investments, why Berkshire Hathaway is a top-three portfolio position, why their hold-
ing in cash has been rising, and why they see unrecognized value in Deere, Alphabet, Elevance Health and Nu Holdings.

INVESTOR INSIGHT

Unison Asset Management
Daniel Bakalarz (/), Alex Furmanski (r)

Investment Focus: Seek advantaged com-
panies when short-term issues are mask-
ing long-term potential to compound value
far beyond what the market contemplates.

riends since meeting in preschool in

Bogota, Colombia, Alex Furmanski

and Daniel Bakalarz as co-chief in-
vestment officers of Unison Asset Manage-
ment say they apply the same philosophy,
but different styles, to their collective in-
vesting approach. “Alex is more interested
in established, mature businesses and I’ve
had an affinity for younger, more disrup-
tive companies,” says Bakalarz. “Combin-
ing those skill sets allows us to cover more
diverse territory.”

So far so good. The Unison Equity
Select Fund originally launched by Fur-
manski in late 2017 has handily outper-
formed the MSCI ACWI ETE. Focused
only on what they consider exceptional
businesses, the duo today sees oppor-
tunity in such areas as farm equipment,
banking, "big tech" and health insurance.
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Unlike many value investors, you’ve been
invested in some of the names leading
the market’s rise over the past two years.
Describe the types of ideas you typically
pursue.

Daniel Bakalarz: Our opportunities to in-
vest usually fall into three main categories.
The first is what we call resilient incum-
bents, which are mature, established busi-
nesses priced as if they’ve seen their best
days despite having durable moats and
strong long-term prospects for reinvesting
capital at above average rates of return.
Alex has been very good at identifying
these kinds of ideas.

Another category is “asymmetric build-
ers,” faster-growing companies that may
be less profitable today but have both a
level of earnings power and a runway for
growth that we believe the market under-
appreciates. These quite often are optically
expensive, but because of their potential
to compound growth we think can clearly
be value investments that are trading with
a margin of safety. This is where I try to
put my emphasis.

The third category is the rare hybrid
straddling both categories. They are ex-
ceptional, established businesses that also
have a long runway to compound growth
at high returns. Meta Platforms [META]
and Alphabet [GOOG] are two of our
largest holdings still today because they
fall into this select group. There is certain-
ly debate about this, but we don’t think
the future of technology will be a continu-
al disruptive wave of companies replacing
other companies as has happened over the
last 50 years. Mega-cap tech companies
like Meta and Alphabet have established
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massive networks and infrastructure over
the last decade that have created moats we
believe are almost impenetrable.

We spend the largest part of our time
identifying businesses that are exception-
al, meaning companies that can prospec-
tively invest their capital at above-average
returns and benefit from durable competi-
tive advantages that allow them to do that
for longer. The competitively advantaged
period is an incredibly important driver
of long-term value. The longer that is, the
more likely the stock is worth a lot more
than the market thinks. We have a run-
ning list of companies we have identified
as exceptional — the goal is that when Mr.
Market gives us an opportunity, we can
act without hesitation.

Why do these opportunities arise?

DB: It can be a lot of things: a downdraft
in the overall market, a cyclical dynamic
in an industry, or any number of com-
pany-specific issues that lead to a missed
quarter or disappointing forward guid-
ance. The common element in all of those
comes down to time horizon. In the short
run, say less than 12 months, the correla-
tion between the intrinsic value of a busi-
ness and the price of its stock, we believe,
is effectively zero. In the longer run, say
five years, those two numbers converge.
Our job is to recognize moments of signif-
icant dislocation between those two val-
ues, allowing us to buy what we think are
damaged stocks of great businesses while
avoiding overly loved stocks.

Your ownership of CDW Corp. [CDW]
predates the formation of Unison in 2017.

Value Investor Insight


http://www.valueinvestorinsight.com

Describe how it fits the profile of a busi-
ness that interests you.

Alex Furmanski: I first bought CDW in
2014, shortly after it went public. It’s a
value-added reseller of information-tech-
nology products to small and medium-
sized businesses in the U.S., Canada and
the U.K. They essentially act as an out-
sourced sales and service organization for
large IT companies, allowing those com-
panies to reach a highly fragmented cus-
tomer base in a more cost-efficient man-
ner. CDW is the largest industry player in
the U.S., almost three times bigger than
its nearest competitor. Returns on capital
are consistently in excess of 25% due to
low capital intensity — capex is only 1%
of sales — which has led to very strong free
cash flow generation.

This is a great example of a company
with a long runway for value creation.
Its scale is a significant competitive ad-
vantage in an industry with steady secu-
lar growth, evidenced by the fact that the
operating margin at 8.2% is almost twice
that of peers. The market remains frag-
mented and CDW has consistently out-
grown the industry and captured market
share. When I first bought the stock I paid
around 12x earnings. The shares currently
trade at around 18x forward earnings, so
while we hold a smaller position today,
we believe that’s still quite attractive for
a market leader with a long-lived oppor-
tunity to reinvest at high rates of return.

How did something like Swiss-based ce-
ment manufacturer Holcim [Zurich:
SWX] make it into the portfolio?

AF: The economics of cement and aggre-
gates businesses can be very attractive at
the local level, where incumbent players
tend to have dominant, monopoly-like
positions. Holcim is the largest player in
this industry worldwide, and when we
got interested in 2020 it was really a self-
help story. The company had been formed
through the merger of Holcim and anoth-
er large global player, Lafarge, and due to
some poor earlier acquisitions and slow
merger integration the combined com-
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pany’s overall margins and returns were
atrocious compared to the rest of the in-
dustry. They brought in a new CEO who
significantly reshuffled the portfolio of
businesses by geography and focused on
improving operational execution. Margins
and cash flow as a result have increased
materially.

This was a case where we bought in
originally at a high-single-digit P/E mul-
tiple on depressed earnings and we have
benefitted from both a big improvement
in earnings and from the expansion of
the multiple. [Note: At a recent price of
around 95 Swiss francs, Holcim’s stock
has doubled over the past five years and
now trades at 15.5x estimated forward
earnings.] This is still a top-ten position
for us. One potential near-term catalyst is
that the company is in the process of spin-
ning off its North American business, to
be called Amrize, sometime in the first half
of this year.

Turning to a very different type of ex-
ample, describe what turned out to be a
relatively short-tenured holding in Uber
Technologies [UBER].

DB: We initiated our investment in Uber
in April of 2023 when the stock was trad-
ing at just over $30 per share. Our thesis
had two main points. One was that Uber
was poised to become the most important
transportation platform globally, leverag-
ing its scale to expand both horizontally
and vertically. Two, rising interest rates
had caused a rapid shift in its industry
away from a "growth-at-any-cost" men-
tality toward a more rational competitive
environment focused on profitability. To
validate our conviction in Uber’s improv-
ing unit economics I actually for a time
became an Uber driver in Miami to get
a better understanding of what drivers
were paid relative to what customers were
charged. What I found gave us confidence
that Uber was on the cusp of GAAP prof-
itability, which was a key catalyst for our
investment.

As Uber reached GAAP profitability
and the market recognized the operational
turnaround — and, by the way, the compa-
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Daniel Bakalarz, Alex Furmanski

Agreeing to Disagree

A native of Colombia who moved with
his mother and siblings to Miami when
he was in high school, Daniel Bakalarz
caught the investing bug while as an un-
dergraduate at Tufts University. “This was
during the dot-com craze and a friend had
opened a brokerage account to investin it
with money he’d earned from various odd
jobs. Over two years | watched him turn a
modest sum into enough for a downpay-
ment on a new BMW, prior to losing it all
and having to ask his friends and family
for help,” he says. “It fascinated me how
that all happened, and how it happened
so quickly. I've been insatiably curious
about markets ever since.”

Now teamed with Alex Furmanski in run-
ning Unison Asset Management, the
friends since childhood in violence-torn
Bogota find their partnership a valuable
mitigant against risk. “We both have to
agree on investment decisions or they
don’t happen,” says Furmanski. “We
probably agree 90% of the time, but we
think that 10% of the time we disagree is
an excellent way to avoid big mistakes.
Your mind plays tricks on you, right? It's
extremely valuable to us as a firm to have
partners who can constantly challenge
each other's assumptions.”

ny was added to the S&P 500 — the stock
price appreciated quite quickly. When
it got above $70 we started to trim our
position, thinking the valuation had got-
ten ahead of the potential growth in the
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company’s monthly active platform con-
sumers. We also grew concerned about the
long-term risks to Uber’s business model
posed by autonomous-driving technology
and related emerging competitive threats.
While we’ve mostly exited our stake, we
still view Uber as a high-quality business
and would be willing to reinvest at the
right price. [Note: Uber shares recently
closed at just under $76, 13% from their
52-week high.]

You haven’t found much to buy over the
past six months. Why is that?

AF: The way we invest we don’t expect to
have a lot of new ideas all the time, but it
has become more challenging. It’s not that
we can’t identify exceptional businesses,
but more about what’s being discounted
today into the pricing of their stocks. The
earnings yield in many cases relative to
the risk-free interest rate available seems
dislocated in our opinion. We don’t make
macroeconomic calls, but that dynamic
has resulted in our cash position rising
to about 20% of the portfolio. We don’t
mind at all having dry powder on hand in
case the market were to suffer any sort of
broader correction.

We imagine your existing portfolio would
be fertile ground for putting that cash to
work. Can you tell us about any new ideas
you’re teeing up as well?

DB: Nike [NKE] is something we’re ac-
tively looking at right now, a good ex-
ample of the type of “resilient incumbent”
I spoke about earlier. In these companies
scale above all tends to be the most impor-
tant advantage. In this case Nike clearly
made some missteps by alienating chan-
nel partners and dropping the ball with
respect to the product innovation it was
known for. We generally think those issues
can be fixed and the fact that the company
can spend $4 billion per year on demand
creation — their term for advertising and
promotional spending — is a significant
competitive advantage. We’re seeing early
signs that the business can inflect and get
back on the track it was on.
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Describe the upside you see in your latest
portfolio addition, Deere & Co. [DE].

AF: We’re not averse to owning cycli-
cal businesses, we just need to make sure
we’re buying into the right company at the
right time and at the right price. We think
we’re doing that with Deere.

The company’s core business is farm
equipment in the United States, where it
owns more than 50% market share in
large tractors and close to a 60% share
in combines. North America overall is the
top market, accounting for around two-
thirds of revenue, with most of the rest in

Europe and Latin America, particularly
Brazil.

We think Deere benefits from two pri-
mary competitive advantages. The main
one is scale. They have the largest dealer
network in North America and second-
largest globally, which is critical in servic-
ing the customer. When you have a multi-
million-dollar tractor and it’s the middle
of harvest season and there’s a mechani-
cal issue, you need that to be fixed and
back up and running immediately. Deere
is present in the local markets and has
the inventory and dedicated personnel in
place to make that happen and generally

INVESTMENT SNAPSHOT

Deere & Co.

(NYSE: DE)

Business: Founded in 1837, manufactures,
sells and maintains mostly heavy equipment
that is used in large-scale agriculture, con-
struction and forestry applications worldwide.

Share Information (@2/26/25):

Price 478.52
52-Week Range 340.20 - 515.05
Dividend Yield 1.3%
Market Cap $130.33 billion
Financials (r1v):
Revenue $47.85 billion
Operating Profit Margin 17.0%
Net Profit Margin 13.0%
DE PRICE HISTORY
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THE BOTTOM LINE

Valuation Metrics

(@2/26/25):

DE S&P 500
P/E (TTM) 21.2 25.8
Forward P/E (Est.) 24.8 22.6

Largest Institutional Owners
(@12/31/24 or latest filing):

Company % Owned
Vanguard Group 8.0%
Cascade Inv 7.3%
BlackRock 6.5%
State Street 3.8%
J.P. Morgan Asset Mgmt 2.7%
Short Interest (as of 2/15/25):
Shares Short/Float 2.1%
600
500
400
300
2024 2025 200

With cyclical companies you need to make sure you're "buying into the right company at
the right time and at the right price," says Alex Furmanski, which so far appears to have
been the case in his taking a position last August in Deere. From today he still believes
the earnings yield on the stock plus EPS growth should exceed his annual 12% hurdle.

Sources: S&P Capital 1Q, company reports, other publicly available information
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to provide the high-touch customer ser-
vice their clients require.

The other advantage also related to
scale is research and development. Deere
far outspends big competitors like CNH
Industrial and AGCO on R&D, which
shines through in what are acknowledged
to be the most innovative and technologi-
cally advanced products. Customers pay
a premium for that but believe that the
higher productivity the equipment enables
is worth it. Agriculture equipment only
comprises about 10% of a farmer’s life-
cycle spending, with another 30% in land
and the remaining 60% going to labor,
seeds and other input costs to grow, pro-
tect and harvest crops. Deere is focusing
on increasing their wallet share of that lat-
ter 60% of spending through automation,
which we expect will create incremental
value for customers and shareholders.

How are you assessing where we are cur-
rently in the cycle?

AF: The ag-equipment cycle peaked in
2023 and at the time we took our position
last August we were about a year into the
downturn, which was a result of falling
corn and other commodity prices. Ag cy-
cles tend to be relatively short — two years
is typical — so while we weren’t calling the
turn, we were comfortable we were closer
to the bottom than the top. Our focus then
was on arriving at a normalized, mid-cycle
estimate of Deere’s earnings and compar-
ing that to where the stock was trading,
which was then about $350 a share. The
shares on that basis were trading at an
earnings yield of around 12%, which we
considered very attractive.

At a recent price of $478.50, how attrac-
tive do you consider the shares today?

AF: It now seems increasingly likely the
cycle has turned — corn prices are up over
40% since we established our position —
which has led to the shares moving up
fairly nicely in the last several months. But
at today’s level the earnings yield on our
normalized estimate is still around 8%.
On top of that we think the company can
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continue to produce the mid-single-digit
earnings growth it historically has. We’re
trying to underwrite everything we own to
a low to mid-teens annualized rate of re-
turn, a premium to the market historically.
This still hits that even after the share-
price increase.

Turning to one of your “Magnificent Sev-
en” names, explain your investment case

today for Alphabet?

AF: Alphabet continues to be treated like
the stepchild of the Al revolution despite
in large part having invented it, and de-

spite having what we consider several in-
cumbent strengths. It employs some of the
best and brightest engineering minds, at-
tracted to work at a company that has sev-
en technology platforms with over 2 bil-
lion users. It is one of the few companies
that owns the most valuable places in the
vertical online ecosystem, from consumer
touchpoints to the upstream infrastruc-
ture to support it. Google Search is argu-
ably the best business model of all time,
and the treasure trove of data it and the
company’s other platforms generate posi-
tion it well to lead as Al applications pro-
liferate. It’s not a surprise that the search

INVESTMENT SNAPSHOT

Alphabet
(Nasdaq: GOOG)

Business: Mostly advertising-supported

provider of technology products and services

including search, e-mail, mobile operating
systems, cloud computing and hardware.

Share Information (@2/26/25):

Price 174.70
52-Week Range 131.55 - 208.70
Dividend Yield 0.5%
Market Cap $2.12 trillion
Financials (r1v):

Revenue $350.02 billion
Operating Profit Margin 32.6%

Net Profit Margin 28.6%

GOOG PRICE HISTORY
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THE BOTTOM LINE

Valuation Metrics

(@2/26/25):

GO0G S&P 500
P/E (TTM) 215 25.8
Forward P/E (Est.) 19.2 22.6

Largest Institutional Owners
(@12/31/24 or latest filing):

Company % Owned
Vanguard Group 7.4%
BlackRock 6.5%
State Street 3.4%
Fidelity Mgmt & Research 2.7%
Capital Research & Mgmt 2.6%
Short Interest (as of 2/15/25):
Shares Short/Float 0.8%
250
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Alex Furmanski believes fears about what it's spending on Al and the potential for Al to
disrupt its search business are "pretty well priced into" the company's stock, now trading
at a 15% valuation discount to the S&P 500. He believes the shares are attractive just from
the sustainability of the core business, while also offering multiple options on the upside.

Sources: S&P Capital 1Q, company reports, other publicly available information
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business increased revenues 13% last year,
even when Chat GPT and others were get-
ting all the attention.

The sustainability of the core business
is enough for us to find Alphabet attrac-
tive, but we also don’t believe the market
gives it enough credit for the optionality
in its other key divisions. YouTube is a
juggernaut in streaming that is increasing
penetrating the living room as linear TV
continues its melting phase. It’s now a big
business in its own right, with run-rate an-
nual revenue over $60 billion and we be-
lieve a long runway of growth ahead.

While not yet at the level of Amazon’s
or Microsoft’s cloud businesses, Google
Cloud Platform [GCP]
steadily improve. Since 2022 it and Micro-
soft have been taking share from Amazon
Web Services, and GCP’s operating margin
increased from 2.6% in the first quarter of
2023 to 17.5% in last year’s fourth quar-
ter. There is still plenty of room for im-
provement, but the business continues to
sequentially get better in an industry with
strong underlying secular growth.

In autonomous driving, last year was an
inflection point for Waymo. After complet-
ing one million trips from 2009 to 2023,
it completed four million trips in 2024 as
it extended its service from Phoenix to San
Francisco, Los Angeles and Austin. In San
Francisco Waymo recently equaled Lyft’s
22% market share of rides, and the com-
pany expects to go live in another 10 cities
by the end of this year. Daniel and I debate
its advantages and disadvantages versus
Tesla in autonomous driving — and Tesla
arguably has some structural competitive
advantages — but we both think Waymo
has the potential to be worth consider-
ably more than the $45 billion valuation
implied in its last fund-raising round in
October.

continues to

How do you process Alphabet’s plan for
$75 billion in capital spending this year?

AF: It is a staggering amount, but it’s also
not unmanageable for a company of Al-
phabet’s size and profitability. One thing
we think investors are underestimating
is the potential cost savings these large
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investments can ultimately yield. Mark
Zuckerberg talks about how even this year
he believes it will be possible to build an
Al engineering agent that has the coding
and problem-solving abilities of a good
mid-level engineer. Considering that the
median pay for software engineers at Al-
phabet and Meta is around $270,000 and
that each employs over 40,000 engineers,
the ultimate savings could be substantial.

ON TODAY'S MARKET:

We don't mind at all having
dry power on hand in case the
market were to suffer any sort
of broader correction.

It's still early, but the news about what
DeepSeek has done indicates that the cost
per query for Al may come down more
quickly than originally expected. That
would generally be good for a company
like Alphabet if it means less capital inten-
sity over time.

How are you looking at valuation with the
shares currently trading at around $175?

AF: The stock, ex-cash, currently trades at
less than 19x consensus forward earnings,
far less than megacap technology peers
and even at a 15% discount to the S&P
500. We think the bear case is pretty well
priced in. You’ve got a 5%-plus free-cash-
flow yield on a company that has histori-
cally compounded earnings per share at
a mid-teens annual rate. If they do even
half that, which I’d argue is conservative,
we’re looking at a prospective 13% rate of
return on a go-forward basis. To us that’s
still a very attractive proposition.

DB: This is a case where I may be some-
what more concerned about the disrup-
tive risk than Alex is. But we both believe
the company has been smart in starting
self-standing organizations and trying to
disrupt itself. We think that helps them
stay ahead while also creating optionality

www.valueinvestorinsight.com

value as one or more of those “self-disrup-
tors” truly takes off.

What do you think the market is poten-
tially missing today in health insurer El-
evance Health [ELV]?

AF: Elevance is the second-largest health
insurer in the United States, operating un-
der the Blue Cross Blue Shield name ex-
clusively in 14 states and serving nearly
50 million members. Across the states in
which it operates it has more than 30%
market share, which allows it to negotiate
favorable rates with hospital networks.
With scale and a well-known brand name,
returns on equity in a relatively non-cycli-
cal business have consistently been in the
mid-teens.

operational performance
disappointed last year. The company’s
Medicaid business was weak as dynam-
ics in enrollment and reimbursement
rates — which had reversed after being
tailwinds during Covid - started to nega-
tively impact profitability. Many elective
procedures that were delayed during the
pandemic happened in 2023 and 2024,
causing inflated medical expenses in the
company's Medicare business and to a
lesser extent in its commercial lines. In

Elevance’s

Medicare Advantage, reimbursement rates
set by the Centers for Medicare & Medic-
aid Services came in lower than expected,
again in response to the pandemic when
the government saw insurance company
margins exceed historical norms.

Our assessment of all of that is that
these are temporary impacts and that rev-
enue growth and profit margins will reset
to historical norms. Elevance over time has
compounded EPS in the low teens — even
with potential new budgetary constraints
we think that number driven by secular in-
dustry growth and the company's strong
market positions can still be somewhere in
the high single digits.

One option on the upside is the con-
tinued expansion of the Carelon services
platform. Patterned after UnitedHealth's
highly successful Optum division, Carelon
consists of a number of separate business-
es, including the provision of behavioral-
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Elevance Health
(NYSE: ELV)

Business: Health insurer offering employer,
individual and government-sponsored cover-

age plans; largest single U.S. provider of Blue

Cross Blue Shield-branded coverage.

Share Information (@2/26/25):

Price 386.13
52-Week Range 362.21 - 567.26
Dividend Yield 1.7%
Market Cap $87.79 billion
Financials (r1w):
Revenue $176.81 billion
Operating Profit Margin 5.2%
Net Profit Margin 3.4%
ELV PRICE HISTORY
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THE BOTTOM LINE

Valuation Metrics

(@2/26/25):

ELV S&P 500
P/E (TTM) 15.0 25.8
Forward P/E (Est.) 11.2 22.6

Largest Institutional Owners
(@12/31/24 or latest filing):

Company % Owned
Vanguard Group 9.4%
BlackRock 9.0%
State Street 4.7%
T. Rowe Price 4.7%
Wellington Mgmt 2.8%
Short Interest (as of 2/15/25):
Shares Short/Float 1.4%
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Despite its disappointing performance in multiple business lines last year, Alex Furmanski
expects the company's revenue growth and profit margins to reset to historical norms. If
that happens, he thinks the shares' current offer of a prospective high-teens annual return
- free cash flow yield plus earnings growth — will prove to be an attractive proposition.

Sources: S&P Capital IQ, company reports, other publicly available information

health, palliative-care and care-navigation
services as well as pharmacy benefits man-
agement. Management wants this segment
within five years to generate 30% of to-
tal profits — up from around 20% today
— which if they’re successful will start to
change the margin and return profile of the
company. For reference, UnitedHealth’s
higher-margin Optum business now ac-
counts for half that company’s profits, and
its shares trade at a significant valuation
premium.

Trading recently at around $386, how in-
expensive do you consider the shares?
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AF: For a company that typically earns a
mid-teens return on equity without a great
deal of cyclicality, the stock is now trading
at just 11.2x estimated forward earnings.
(UnitedHealth on that same forward basis
is now trading at 15.7x.) Earnings roughly
match free cash flow, so that’sa 9% earn-
ings and free-cash-flow yield. Add to that
the high-single-digit or so earnings-per-
share growth we expect and we’re look-
ing at a high-double-digit annual return
from today’s price. If the shares eventually
re-rate as they execute against the diversi-
fication strategy, that would enhance the
return.

www.valueinvestorinsight.com

Describe the bright future you see ahead
for Latin American online banking firm
Nu Holdings [NU].

DB: A lot of great investment and business
ideas seem obvious in retrospect. Here we
think the obvious-in-retrospect takeaway
will be that Nubank became the dominant
financial-services platform in Latin Amer-
ica by building from scratch, in a hide-
bound competitive market, products and
services that outperform on functionality,
reliability, convenience and price.

The algorithm for growth has already
been proved out. From a standing start in
Brazil in 2013, the company now serves
roughly 60% of that country’s adult pop-
ulation. After successfully establishing
a customer relationship — often initially
through a credit card or low-cost bank
account — Nubank then methodically
increases its revenue per client by cross-
selling new products and services. It keeps
costs low because the culture is entrepre-
neurial and there are no legacy brick-and-
mortar assets to maintain, resulting in an
efficiency ratio that is one-third lower
than at its largest legacy competitors. The
company turned profitable in 2023 and
last year earned nearly $2 billion in net
income.

We believe the runway for growth is
very long. Brazil is underbanked relative
to more developed markets, and Nubank
is still in the early stages of building out
new verticals in areas such as mortgage
lending, auto loans and payroll loans.
They’re just now breaking into the small
and medium-sized enterprise market. In-
ternationally they’ve focused on expand-
ing in Colombia and Mexico and less than
five years in, the performance in those
countries is outpacing what they did in
Brazil at the same stage.

With any relatively new financial insti-
tution investors have to worry about as-
set quality. Thus far the credit quality of
Nubank’s loan book has been excellent,
with the level of non-performing loans
typically coming in below those of the
top four incumbent banks, Itat Unibanco,
Banco do Brasil, Bradesco and Santander
Brasil. It gives us confidence on this front
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that despite the company having the cash
to deploy, there have been times when
management deliberately stepped back
from lending and essentially said we don’t
care about growth if it means sacrificing
credit quality. Through Covid, non-per-
forming loans came in much better than
industry averages.

Nu’s shares after a significant drawdown
earlier this month are off almost 30%
from their 52-week high. How are you
looking at upside from today’s $11.50
price?

INVESTOR INSIGHT: Unison Asset Management

DB: The stock fell on the company’s
fourth-quarter earnings report because
revenue in the quarter missed Wall Street
expectations and there was a modest de-
cline in net interest margin, both driven by
foreign currency translation and product
mix shifts. Nothing in the report impacted
our long-term assessment of the compa-
ny’s prospects.

We think it’s reasonable to expect that
Nu can organically compound earnings
per share at 25% annually over the next
five years. If we assume the multiple com-
presses, say from 22x forward earnings

INVESTMENT SNAPSHOT

Nu Holdings

(NYSE: NU)

Business: Founded in 2013, provides online-
banking products and services primarily in
its home market of Brazil; expansion efforts
underway focusing on Colombia and Mexico.

Share Information (@2/26/25):

Price 11.48
52-Week Range 9.67-16.14
Dividend Yield 0.0%
Market Cap $55.32 billion
Financials (1tm):
Revenue $8.68 billion
Operating Profit Margin 50.7%
Net Profit Margin 35.8%
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THE BOTTOM LINE

Valuation Metrics

(@2/26/25):

NU S&P 500
P/E (TTM) 315 25.8
Forward P/E (Est.) 22.0 22.6

Largest Institutional Owners
(@12/31/24 or latest filing):

Company % Owned
Capital Research & Mgmt 5.5%
BlackRock 5.3%
Sequoia Capital 4.9%
Baillie Gifford 4.7%
State Street 1.8%
Short Interest (as of 2/15/25):
Shares Short/Float 3.8%
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Daniel Bakalarz believes this is a special business with tremendous organic growth
potential, but whose stock today compared to the future opportunity "looks quite cheap."
Even assuming a decline in the earnings multiple and a headwind from the deprecation of
the Brazilian real, he believes the shares today offer a prospective IRR in the mid teens.

Sources: S&P Capital IQ, company reports, other publicly available information

www.valueinvestorinsight.com

currently to 18-19x, and we subtract 6%
annually from earnings-per-share growth
for currency depreciation (in line with the
historical experience with the Brazilian
real), we can still come to a mid-teens pro-
spective IRR from today’s price. We think
this is a special business that compared to
its future opportunity looks quite cheap.

Describe something you sold fairly recent-
ly and why.

AF: One less-than-successful holding we
exited around a year go was Comcast
[CMCSA]. In this case our primary mis-
take was in underestimating the competi-
tive challenge to its business presented by
the telecoms’ fixed-wireless broadband
services. I was skeptical that the technol-
ogy would be there to provide reliable
service using 4G and 5G fixed-wireless
infrastructure, but the offerings from T-
Mobile and now Verizon and AT&T have
increasingly proven themselves out over
the last two or three years, offering lower
price points that have been attractive in an
inflationary period.

Our execution here wasn’t flawless, but
to our credit we responded fairly quickly
to reduce our exposure here when we rec-
ognized consumers’ willingness to switch
to competing fixed-wireless options. We
lost some money, but much less than we
would have had we been more stubborn
in sticking to our guns when evidence con-
trary to our thesis started to appear.

At the end of January, Berkshire Hatha-
way [BRK.B] was your third-largest hold-
ing. What role does it play in the portfolio?

AF: We think of it as a core anchor hold-
ing in the portfolio, the life’s work of the
best value investor ever in accumulating
great businesses to own or invest in. We do
think long and hard about what Warren
Buffett’s passing could mean, but we’ve
become increasingly comfortable that
Greg Abel and Ajit Jain are cut from the
same cloth as Buffett and Charlie Munger,
and that the disciplined and decentral-
ized culture that has so successfully served
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Berkshire will persist and continue to
drive the company’s success in the future.

We don’t really think there is a next
Buffett, but we believe the risk/reward
in Berkshire's stock today [at a recent B
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share price of around $495] is still attrac-
tive when you consider the strength and
resiliency of the operating businesses and
the fact that the company is sitting on
$3335 billion in cash, one-third of the mar-
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ket cap. At a time when the market isn’t
serving up a lot of great values, we like the
optionality of having Buffett and his team
put that money to work as new opportu-
nities arise. M
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Important disclosures

No Investment Advice

This material has been prepared by a third-party regarding Unison Asset Management’s general market views. Unison Asset Management (“Unison” or
the “Adviser”) is a Securities Exchange Commission (“EC”) registered investment adviser.

The content is for informational purposes only and you should not construe any such information or other material as legal, tax, investment, financial, or
other advice. This material is based upon the opinion of Unison and is not intended to be used as a general guide to investing, or as a source of any
specific recommendation, and makes no implied or expressed recommendations concerning the manner in which clients’ accounts should or would be
handled, as appropriate strategies ultimately depend on each client’s specific objectives and other related factors. This does not constitute an offer or
solicitation with respect to the purchase or sale of any security or market strategy in any jurisdiction in which such an offer or solicitation is not authorized
or to any person to whom it would be unlawful to make such an offer or solicitation. This material is based upon information which Unison considers to
be reliable, but we do not represent that such information is accurate or complete, and it should not be relied upon as such. Any historical information
is as of the date stated. Any statements regarding future events constitute only subjective views or beliefs, are not guarantees or projections of
performance, should not be relied on, are subject to change due to a variety of factors, including fluctuating market conditions, and involve inherent risks
and uncertainties, both general and specific, many of which cannot be predicted or quantified and are beyond our control. Future results could differ
materially and no assurance is given that these statements are now or will prove to be accurate or complete in any way.

All content in this piece is information of a general nature and does not address the circumstances of any particular client, individual or entity. You alone
assume the sole responsibility of evaluating the merits and risks associated with the use of any information or other content in this article before making
any decisions based on such information or other content. In exchange for using information posted on our website (including this article), you agree to
not hold Unison, its affiliates or any third party service provider liable for any possible claim for damages arising from any decision you make based on
information or other content made available to you through this article.

For specific advice tailored to your financial profile, objective and goals, any client, individual or entity, can reach out to Unison in order to be properly
assessed through the services Unison provides. The reproduction, transfer or dissemination of this information for other reasons or to other parties is
prohibited without explicit authorization of Unison. Prior to investing, please review important information regarding products and services via review
of Form CRS and Form ADV disclosures at the bottom of the following webpage: WWW.Unisonam.com.

Investment Risks

There are risks associated with investing in securities. Investing in stocks, bonds, exchange traded funds, mutual funds and money market funds involve
risk of loss. Loss of principal is possible. Some high risk investments may use leverage, which will accentuate gains & losses. Foreign investing involves
special risks, including a greater volatility and political, economic and currency risks and differences in accounting methods.

Investment Snapshots presented in the article are not generated and/or calculated by Unison, and are solely presented to discuss market views during
a moment in time. Such results are not indicative of future outcomes, and the value of the investments and the income derived from them can go down
as well as up.

Future results may vary from the information presented, and the variations may be material. Some important factors that could cause actual results to
differ materially from those in any forward-looking statements include, but are not limited to, changes in interest rates or currency exchange rates,
market, financial or legal uncertainties, asset liquidity, the price at which the assets are actually purchased, any defaults of assets purchased, the timing
of any such defaults and subsequent recoveries, the timing of asset acquisitions and differences in the actual allocation of your assets among asset
categories from those contained in this material.


https://unisonam.sharepoint.com/sites/UnisonDrive/Compliance/Disclaimers/WWW.Unisonam.com



