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Much like a flower, a value opportunity sometimes takes longer than expected to blossom.
So, as both an avid gardener and a stock picker, Philippe Brugere-Trelat knows a lot about
patience. He learned the importance of being a methodical investor from value pioneers
Max Heine and Michael Price during the early days of his career at Mutual Shares. Now an
executive vice president and portfolio manager for Franklin Mutual Series®, Brugere-Trelat
has had his patience tried through a variety of market conditions. In an interview with
Beyond Bulls & Bears, Brugere-Trelat reflects on those economic ups and downs, and
admits that whether in his yard planting trees or in the field visiting companies, he likes

getting his hands dirty.
Beyond Bulls & Bears: When did you first become interested in the mutual fund industry?

Philippe Brugere-Trelat: In 1984, | met Max Heine, the founder of Mutual Series, then called
Mutual Shares, and Michael Price (who later became president and chairman of Mutual
Series). | came from a French private-banking professional background, and was living in
London at the time although | was eager to live and work in the United States. | met
Michael through a mutual friend. Michael and Max, at that time, were not managing a
great deal of money, maybe about $500 million, but they already had a terrific track
record and a very good reputation. Both were very curious people. Max was always
searching for new angles to discover value. At that time, they were looking at whether
they could find investment opportunities in Europe that were similar to those they were
finding in the United States. | showed up one day on their doorstep. Being French, having

lived in London, with pretty good connections in the city of London— the rest is history.
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The chances that Greece will exit the eurozone: To me, there is a small, but real risk that Greece
may box itself into a corner and be forced to exit the eurozone. Bear in mind, however,
that the current Greek government does not have a mandate to take Greece out of the
euro, because a vast majority of the population of that country, according to a recent poll,
say they want to stay in the euro. So my sense is that, in the end, after a lot of
brinkmanship and posturing, we will see some form of compromise, which will please
nobody, but will keep Greece within the euro. And Greece will go back to its rightful place

in the order of European priorities, which is pretty far down the ladder, in my view.
[/frk_blue_box]
Beyond Bulls & Bears: What did you learn from Max and Michael ?

That’s easy. | learned absolutely everything from Max and Michael. | learned how to be
contrarian, to be thorough, how to be patient, how to keep my emotions in check. | really
learned everything about value investing from them. Max, sadly, passed away a few years
after | joined the company, but when Michael took the mantle, it was the same thing. | had

two wonderful professors.
Beyond Bulls & Bears: What defines your approach as a portfolio manager?

Philippe Brugere-Trelat: Value and stock-picking. Whether value is in vogue, whether it’s
popular or fashionable or not, at Mutual Series we’ve done only one thing—value—since
1949, when the company was still known as Mutual Shares. That's what we know, that’s

what | think we’re good at, and that’'s what | practice every morning.

By value, | mean we look for stocks which we believe look cheap from, for example, a
price-to-earnings! standpoint. At the same time, we look for catalysts at the time of the
investment decision which may reduce or eliminate that discount. It's easy in theory, but

it’s sometimes more difficult to achieve in practice.

Beyond Bulls & Bears: You have been quoted as saying that you aren’t an activist investor, but

that “it pays to be a little forthright with a portfolio.” What did you mean by that?
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The potential impact of quantitative easing (QE) in the eurozone: In my view, QE is not a magic wand;
it’s not the solution in and of itself. | think it will not have a great deal of influence on
interest rates, because rates are already at historic lows. | think its impact will be on two
levels: One is the euro. The euro will likely continue to be weak. A weak euro makes
European goods and services more competitive on world markets, so a weak euro is likely
to be good for Europe. The second positive impact is on confidence. To me, confidence is
most important, because the European Central Bank now is viewed as a backstop. And
since the announcement, we can already see an improvement in business confidence data

around Europe and particularly in Germany.
[/frk_blue_box]

Philippe Brugere-Trelat: Most of the time, we have very good relationships with the
management of companies that we're invested in. We never invest in a company where
we haven’'t met management. And once we’re invested, one of the key parts of our
investment process is to keep in close contact with the management of that company. As
stock-pickers, we build a portfolio company story by company story. Contact with
management is absolutely key in our process. Most of the time, we have an excellent
relationship with management, because they know we are long-term investors. They know

that we’ve done our homework, and that we’re supposed to ask the hard questions.

When we think management is not doing what they should do in the interest of the
shareholders, we’re not shy. We let them know what we believe they should be doing. That
can take a variety of forms, including public letters and proxy battles in order to change
the management. That has happened not only in North America but also, more
occasionally, in Europe, where we have been instrumental in pushing for better-quality

management and more shareholder-friendly management.

Beyond Bulls & Bears: What is the toughest or most frustrating part of your job?

Philippe Brugere-Trelat: The toughest part, | would say, is to sell a holding. To me, it’'s much
easier to buy a stock which is attractively valued than to sell one which has done well.

Investors tend to fall in love with their positions, particularly those that do very well. But



we try to be disciplined. We try to sell when our fair-value target has been reached and
there’s no particular reason to change it, but sometimes it’s difficult. Selling is always

much more difficult than buying.

The frustrating part of my job? Every day’s a frustration! But every day also is a big
excitement. The wonderful thing about the mutual fund business, the investing business, is
that it’s never the same. You learn something new every day. When the time comes that
I’m no longer learning, | will realize that it’s time for me to go. But | think it's the greatest
job in the world. You meet smart people. You're on top of the world one day, you're at the

bottom of the world another day, but it’s always something new and exciting.
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The continued growth in the US stock market: One has to ask what will drive earnings of US
companies, because, in the end, earnings drive stock prices. Earnings are not likely to be
driven by multiple expansion, meaning investors likely won't pay more for higher future
cash flows at a time when the US Federal Reserve’s QE has ended and rates are poised to
rise. Earnings are also not likely to be driven by margin expansion, because margins, which
are ratios of gross profits to revenues, at US companies are at or near all-time highs, and a
significant expansion seems unlikely. So we think that leaves good old topline—or gross
revenue—growth, and topline growth is real in the United States. The economy is growing
at a fast clip. It’'s much stronger than people expected even a year ago. Therefore, we
think there is still a good lag to the growth of US companies. But there’s no doubt that for
value investors like us, opportunities to find attractive investments in the United States

have become harder to come by.
[/frk_blue_box]

Beyond Bulls & Bears: What's the most challenging or memorable market period you have

faced during your career in investment management?

Philippe Brugere-Trelat: I've been through a few. In 1987, when the stock market dropped
some 20% in one day, and the world suddenly looked like it was coming to an end. What's
interesting is that if you look at that period on a long-term chart, it was not a big deal.

There have been many more crisis situations like that since. The Internet bubble in the late



'90s was another. | also went through the Russian default in 1998 and, more recently, the
US subprime mortgage crisis. Crises have taught me the virtue of patience. You have to
take a step back, try not to get excited either way by selling or buying. If you wait for
things to settle a little bit and for some clarity to come back, then you can start doing your

job with a calmer, less emotionally driven mindset.

Beyond Bulls & Bears: Is there one piece of advice you’ve received during your career that you

still rely on today?

Philippe Brugere-Trelat: Be patient. It's okay to be contrarian, as long as you have patience,
and as long as your investors have patience too. I'm always reminded of John Maynard
Keynes’s saying that “Markets can remain irrational longer than you can remain solvent.”
But with our kind of strategy at Mutual Series and the kind of shareholders we have, | think
we have good staying power. And | think that’s the thing that’s allowed us to go where it's

complicated or unpopular and where we think real value opportunities abound.
Beyond Bulls & Bears: What are you interested in or involved with outside of work?

Philippe Brugere-Trelat: | like playing tennis. | also like to travel when | can, for pleasure, to
discover new countries, new people and new ways of life. But if | had another job in
another life, | think I'd like to be a landscape architect. | like designing gardens. | have a
place out on Long Island, and | like putting my hands in the ground and planting. To me,
that’s great therapy. And, like investing, it requires patience to see things really bloom and

grow.

Philippe Brugere-Trelat’s comments, opinions and analyses are for informational purposes
only and should not be considered individual investment advice or recommendations to
invest in any security or to adopt any investment strategy. Because market and economic
conditions are subject to rapid change, comments, opinions and analyses are rendered as
of the date of the posting and may change without notice. The material is not intended as
a complete analysis of every material fact regarding any country, region, market, industry,

investment or strategy.

This information is intended for US residents only.



To get insights from Franklin Templeton Investments delivered to your inbox, subscribe to

the Beyond Bulls & Bears blog.

For timely investing tidbits, follow us on Twitter @FTI_US and on LinkedIn.
What Are the Risks?

Franklin Mutual European Fund

All investments involve risk, including possible loss of principal. Value securities may not
increase in price as anticipated or may decline further in value. Special risks are
associated with foreign investing, including currency fluctuations, economic instability and
political developments. Because the fund invests its assets primarily in companies in a
specific region, it is subject to greater risks of adverse developments in that region and/or
the surrounding areas than a fund that is more broadly diversified geographically. Political,
social or economic disruptions in the region, even in countries in which the fund is not
invested, may adversely affect the value of securities held by the fund. The fund’s
investments in smaller-company stocks carry an increased risk of price fluctuations,
especially over the short term. The fund’s investments in companies engaged in mergers,
reorganizations or liquidations also involve special risks as pending deals may not be
completed on time or on favorable terms. These and other risk considerations are

discussed in the fund’s prospectus.
Franklin Mutual Global Discovery Fund

All investments involve risk, including possible loss of principal. Value securities may not
increase in price as anticipated or may decline further in value. The fund’s investments in
foreign securities may involve certain risks, including currency fluctuations, and economic
and political uncertainties. Smaller-company stocks have exhibited greater price volatility
than larger-company stocks, particularly over the short term. The fund’s investments in
companies engaged in mergers, reorganizations or liquidations also involve special risks as
pending deals may not be completed on time or on favorable terms. The fund may invest
in lower-rated bonds, which entail higher credit risk. Please consult the prospectus for a

more detailed description of the fund’s risks.
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Investors should carefully consider a fund’s investment goals, risks, sales charges and
expenses before investing. To obtain a summary prospectus and/or prospectus, which
contains this and other information, talk to your financial advisor, call us at (800) DIAL
BEN®/342-5236 or visit franklintempleton.com. Please carefully read a prospectus before

you invest or send money.

1. A price-to-earnings ratio is a valuation ratio of a company’s current share price

compared to its per-share earnings.
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Important Legal Information
FINRA's BrokerCheck
You can check the background of your investment professional on FINRA’s BrokerCheck.

Links can take you to third party sites/media, directly or through new browser windows. We
urge you to review the privacy, security, terms of use, and other policies of each site you visit.
You use any third-party site, software, and materials at your own risk. Franklin Templeton does
not control, adopt, endorse or accept responsibility for content, tools, products, or services
(including any software, links, advertising, opinions or comments) available on or through third
party sites or software.

Franklin Templeton welcomes your feedback on this blog. To keep the conversation respectful
and focused, please follow our current Commenting Guidelines. We review comments and
reserve the right to block any comment or commenter, including those that we may deem
inappropriate or offensive. We may block any comment or commenter whose posts include
investment testimonials, advice, or recommendations, or advertisements for products or
services, or other promotional content.

Questions or comments about your Franklin Templeton account or customer-service issues?
Please contact us directly but never include account or personal financial information in your
comments.

The comments, opinions and analyses are the personal views expressed by the investment
manager and are intended to be for informational purposes and general interest only and
should not be construed as individual investment advice or a recommendation or solicitation
to buy, sell or hold any security or to adopt any investment strategy. It does not constitute
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legal or tax advice. The information provided in this material is rendered as at publication date
and may change without notice and it is not intended as a complete analysis of every material
fact regarding any country, region, market or investment.

All investments involve risk, including possible loss of principal.

Investors should carefully consider a fund’s investment goals, risks, charges and expenses
before investing. To obtain a summary prospectus and/or prospectus, which contains this and
other information, talk to your financial advisor, call us at (800) DIAL BEN/342-5236 or visit
franklintempleton.com. Please carefully read a prospectus before you invest or send money.

Data from third party sources may have been used in the preparation of this material and
Franklin Templeton Investments (“FTI”) has not independently verified, validated or audited
such data. FTI accepts no liability whatsoever for any loss arising from use of this information
and reliance upon the comments, opinions and analyses in the material is at the sole
discretion of the user.

Franklin Templeton Distributors, Inc.

© 2017. Franklin Templeton Investments. All rights reserved.

Using this site means you agree to our Terms of Use

Click to view our Privacy Policy



http://blog-dev-2.fti-projects.com/2015/03/10/meet-manager-philippe-brugere-trelat/#
http://blog-dev-2.fti-projects.com/2015/03/10/meet-manager-philippe-brugere-trelat/#

