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Second Quarter 2014 Commentary
Longleaf Partners Global UCITS Fund gained 3.4% in the second quarter, underperforming the MSCI
World Index’s 4.9%. For the first half, the Fund returned 6.4%, outpacing the Index’s 6.2% return. The
Fund’s trailing one-year return remains well ahead of the Index, as well as our absolute return goal of
inflation plus 10%.
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This document is for informational purposes only and is not an offering of the Longleaf Partners Global UCITS Fund and does not
constitute legal or investment advice. Any performance information is for illustrative purposes only. Current data may differ from data
quoted.
No shares of the Longleaf Partners UCITS Funds may be offered or sold in jurisdictions where such offer or sale is prohibited. Investment
in the UCITS Funds may not be suitable for all investors. Prospective investors should review the UCITS Funds’ Prospectus, including the
risk factors in the Prospectus, before making a decision to invest. Past performance is no guarantee of future performance, the value of
investments, and the income from them, may fall or rise and investors may get back less than they invested.
Any subscription may only be made on the terms of the Prospectus and subject to completion of a subscription agreement.
Each index is unmanaged and the returns include the reinvestment of all dividends, but do not reflect the payment of transaction costs,
fees or expenses that are associated with an investment in a fund. An index’s performance is not illustrative of a fund’s performance. You
cannot invest in the index

Any performance information presented is for informational purposes only. Historical information is not indicative of future results.
Please note that the information herein represents the opinion of the portfolio managers and these opinions may change at any time
from time to time.
Cheung Kong, the Hong Kong based conglomerate with
businesses around the world, returned 15% in the second
quarter, pushing the YTD return to 21%. Over the first half
of 2014, management made value-enhancing asset sales
across multiple business lines. In the first quarter, Cheung
Kong Infrastructure spun off and listed Hong Kong Electric.
Additionally, 50% owned affiliate Hutchison Whampoa sold
25% of A.S. Watson Group, the world’s largest health and
beauty retailer. In the second quarter, the company paid
a HK$7 special dividend with the proceeds of the Watson
sale. Sales of residential property in Hong Kong accelerated
after some relaxation in stamp duty regulations. With high
land valuations, our partners at Cheung Kong exercised the
discipline we have come to expect - not acquiring a single
piece of land in Hong Kong or China for over a year.
Fiber and networking company Level 3 Communications

announced a deal to acquire tw telecom and returned 12%
in the quarter and 32% for the first half. With the deal,
Level 3 gets increased tax benefits for its historic NOLs (net
operating losses) due to the company’s increased equity
capitalization. The transaction also affords an identified $200
million in synergies, roughly half of which come from the
straightforward traffic switch onto Level 3’s backbone. The
deal is expected to close in the fourth quarter. Beyond the
merger, in his first year as CEO, Jeff Storey and his team have
delivered solid revenue growth, margin improvements, and
higher cash flow guidance.
Chesapeake, the U.S. oil and gas exploration and production
company, rose 22% in the quarter and was up 15% YTD. During
the quarter, the company announced better-than-expected
production and realizations and raised yearly guidance on
both of these metrics. Management continued to execute on
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the capital efficiency strategy, highlighted by the spin-off at
quarter-end of its oilfield services business into a publicly traded
company called Seventy Seven Energy. The spin-off eliminated
approximately $1.5 billion of net debt from Chesapeake’s balance
sheet. Divestitures of noncore acreage in Oklahoma, Texas,
and Pennsylvania were also completed. Our CEO partner, Doug
Lawler, is positioning the company to focus on its strong assets
in the Eagle Ford, Marcellus and Utica plays, while growing
production profitably and keeping capital expenditure within
cash flow.
U.S. cement producer Texas Industries (TXI), gained 34%
YTD. Martin Marietta’s all-stock deal to acquire TXI closed at
the end of the second quarter, and we subsequently sold the
position at our appraisal. In spite of the lingering effects of the
financial crisis and worst U.S. recession in our lifetime, since
the Global Fund’s inception we made 156% in TXI, a high quality
but cyclical business. Many things that helped make this
investment successful are applicable to Southeastern’s approach
more broadly.
•

“Recycled” names tend to do well. Southeastern owned
TXI previously from 2001-2005, and more than doubled
our money. Because we knew the company, industry, and
management well, our case had a strong foundation when
we bought the stock again.

•

A five year time horizon can give clarity and conviction
through short-term uncertainty. The slow economic
recovery after the financial crisis made the timing of a
rebound in U.S. construction and infrastructure uncertain
through 2011. Given the healthier Texas economy and TXI’s
new plant coming on line, we felt certain that over five years
volumes and prices would be higher, even though we were
not sure of the path. Sentiment turned quickly, and in 2012
and 2013 TXI gained 66% and 35%, respectively.

•

Overweighting positions at opportune times can pay off
handsomely. From the Fund’s launch in 2010 through 2011,
we continued to increase our holding in TXI as the Fund
grew, taking the holding to a 7.1% position at one point.
We had high conviction because TXI had 1) competitive
advantages including its location in a state that was
rebounding, new capacity, and a solid balance sheet, 2)
management and a board committed to getting shareholder
value recognized, 3) a major shareholder in the form of 23%
owner Nassef Sawiris with industry expertise, and 4) a price
that was a fraction of both the company’s replacement value
and comparable sales ($/ton) of other U.S. cement plants.

•

Our size can be an advantage. Prior to the Global Fund’s
inception, we owned 9% of TXI in 2009. To help protect
against potential buyers who might try to steal TXI from
shareholders at a deep discount, we successfully suggested
one board member whom we knew would be protective
of shareholders. We did the same thing with additional
directors after we had increased our position to over 20%
firm-wide, including in the Global Fund.

Our four decades of experience, long time horizon, willingness

to heavily concentrate at opportune points, friendly engagement
with management, and network of industry contacts were all
instrumental parts of our successful outcome at TXI. These
strengths are equally relevant to all of our holdings.
Macau gaming company Melco International was down 18%
YTD after a 9% second quarter decline. The price fell amid
broader Macau gaming industry concerns, but Melco’s business
was impacted very little by much of the negative news which
included lower gaming revenues, junket defaults, removal
of illegal mobile credit card terminals from the gaming floor,
restrictions on transit visas, and a smoking ban on the mass
floor starting in October. Melco’s profits are heavily weighted
to the mass market, with approximately 75% of EBITDA
(earnings before interest, taxes, depreciation and amortization)
now coming from non-VIP business. The industry revenue
decline and junket issues were related to VIP guests and had
little impact on Melco. Mass gaming continued to grow over
30% without any other issues appearing to affect traffic. CEO
Lawrence Ho personally bought $6 million (HK$ 48mm) worth
of stock in the second quarter, adding for the first time since
September 2011 when we first initiated our Melco position. We
also increased our ownership during the quarter.
Global fertilizer and chemical producer OCI fell 14% over the
last three months, causing the stock to also be among the
primary YTD decliners. The company announced that no
dividend would be paid on 2013 earnings due to pre-funding
$1 billion in capital investment for 2014. We view substituting
growth capital expenditure for the dividend as a solid capital
allocation move by CEO Nassef Sawiris (the same partner we had
at TXI), who has generated superior returns over time through
greenfield expansions and financial investments. In addition to
eliminating the dividend, several short-term pressures impacted
the stock. OCI’s Algerian fertilizer plant, Sorfert, had shipments
delayed in 2013 after the Algerian government required new
export license agreements. As of April 2014, the plant had
returned to 100% utilization, and management expects this
utilization to continue for the rest of the year. The company
also reported weak utilization at its Egyptian plants due to gas
curtailments, which we already accounted for in our appraisal.
Philips declined 7% in the second quarter and 11% YTD. Foreign
currency exchange rate headwinds impacted reported sales,
although comparable revenue was flat. Net debt increased
as free cash flow (FCF) went to a one-time pension payment
and share buybacks. A temporary suspension of production
at a U.S. healthcare plant also impacted FCF. Management
reaffirmed expectations for a “challenging” 2014, comprised
of improved results at Consumer and Lighting but a continued
drag from Healthcare. Management previously delivered on
every aspect of 2013 targets and remains committed to 100-200
additional basis points of margin improvement by 2016. At
quarter-end, the company announced plans to merge the LED
and automotive lighting units into a standalone company with
€1.4 billion in revenue and will explore strategic options for
outside investment. This advances management’s “Accelerate”
plan to concentrate Philips around Health and Wellness and
fundamentally increase shareholder value.

We bought four new companies in the first half, all based
outside of the U.S. In addition to Vopak and Sino Land in the
first quarter, we added Hopewell and K. Wah over the last
three months. As these recent purchases indicate, we are
currently seeing more opportunities in companies that are
based in - or impacted by - macroeconomic factors in the Asia
Pacific region. Broad macro fears of reduced Chinese consumer
demand, as well as worries of a potential Chinese real estate
bubble, have impacted companies as far ranging as Hong
Kong real estate, Macau gaming, and Brazilian mining. What
separates the companies we have bought from others impacted
by China fears are our management partners, most of whom
are significant owner-operators with track records of value
creation. Conversely, in Europe and the U.S., many companies
are reaching and surpassing intrinsic worth. In the first half,
we sold DIRECTV, ACS, and Hochtief. We also swapped our
position in CNH Industrial for parent company EXOR. The Fund’s
geographic distribution reflects the disparity in valuations – less
than 40% of the portfolio is in U.S. companies.
The Fund finished the first half with a price-to-value ratio (P/V)
in the high-70s% and cash at 13%. This liquidity will give us
agility when individual stocks from our on-deck list come into
the range of our required discount to intrinsic value. New
purchases at deep discounts will make the P/V even more
attractive as will the strong value growth we anticipate our
management partners delivering.

See following page for important disclosures.
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Important information for Australian investors:
Southeastern Asset Management, Inc. (“Southeastern”) and Southeastern
Asset Management, Inc. Australia Branch, ARBN 155383850, a US company
(“Southeastern Australia Branch”), have authorised the issue of this material
for use solely by wholesale clients (as defined in the Corporations Act 2001
(Cth)) of Southeastern or of any of its related bodies corporate. By accepting
this material, a wholesale client agrees not to reproduce or distribute any part
of the material, nor make it available to any retail client, without Southeastern’s
prior written consent. Southeastern and Southeastern Australia Branch are
exempt from the requirement to hold an Australian financial services licence
(AFSL) under the Corporations Act 2001 (Cth) in respect of financial services, in
reliance on ASIC Class Order 03/1100, a copy of which may be obtained at the
web site of the Australian Securities and Investments Commission, http://www.
asic.gov.au. The class order exempts bodies regulated by the US Securities and
Exchange Commission (SEC) from the requirement to hold an AFSL where they
provide financial services to wholesale clients in Australia on certain conditions.
Financial services provided by Southeastern are regulated by the SEC, which are
different from the laws applying in Australia.
Important information for Hong Kong investors:
No person may offer or sell in Hong Kong, by means of any document, any
Shares other than (a) to “professional investors” as defined in the Securities
and Futures Ordinance (Cap. 571) of Hong Kong and any rules made under that
Ordinance; or (b) in other circumstances which do not result in the document
being a “prospectus” as defined in the Companies Ordinance (Cap. 32) of Hong
Kong or which do not constitute an offer to the public within the meaning of
that Ordinance. No person may issue, or have in its possession for the purposes
of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or
document relating to the Shares, which is directed at, or the contents of which
are likely to be accessed or read by, the public in Hong Kong (except if permitted
to do so under the securities laws of Hong Kong) other than with respect to
Shares which are or are intended to be disposed of only to persons outside Hong
Kong or only to “professional investors” as defined in the Securities and Futures
Ordinance (Cap. 571) of Hong Kong and any rules made under that Ordinance.
WARNING: The contents of this document have not been reviewed by any
regulatory authority in Hong Kong. You are advised to exercise caution in relation
to the offer. If you are in any doubt about the contents of this document, you
should obtain independent professional advice.
Important information for New Zealand investors:
No shares are offered to the public. Accordingly, the shares may not, directly or
indirectly, be offered, sold or delivered in New Zealand, nor may any offering
document or advertisement in relation to any offer of the shares be distributed
in New Zealand, other than: (A) to persons whose principal business is the
investment of money or who, in the course of and for the purposes of their
business, habitually invest money or who in all circumstances can be properly
regarded as having been selected otherwise than as members of the public; or (B)
in other circumstances where there is no contravention of the Securities Act 1978
of New Zealand.
Important information for South African investors:
This Document and any of its Supplement(s) are not intended to be and do not
constitute a solicitation for investments from members of the public in terms of
CISCA and do not constitute an offer to the public as contemplated in section
99 of the Companies Act. The addressee acknowledges that it has received this
Document and any of its Supplement(s) in the context of a reverse solicitation by
it and that this Document and any of its Supplement(s) have not been registered
with any South African regulatory body or authority. A potential investor will
be capable of investing in only upon conclusion of the appropriate investment
agreements.This document is provided to you for informational purposes
only. For more information, including a prospectus and simplified prospectus,
potential eligible investors should call Gwin Myerberg at 44 (0)20 7479 4212 or
gmyerberg@SEasset.com. Potential eligible investors should read the prospectus
and simplified prospectus carefully, considering the investment objectives,
risks, charges, and expenses of the product, before making any investment
decision. Past performance is no guarantee of future performance. The value of
investments, and the income from them, may fall or rise and investors may get
back less than they invested. Southeastern Asset Management is an authorized
financial services provider with FSP No. 42725.
Important information for Belgian investors:
This document and the information contained herein are private and confidential
and are for the use on a confidential basis only by the persons to whom such
material is addressed. This document does not constitute and may not be
construed as the provision of investment advice, an offer to sell, or an invitation
to purchase, securities in any jurisdiction where such offer or invitation is
unauthorized. The Longleaf Partners UCITS Fund has not been and will
not be registered with the Belgian Financial Services and Markets Authority
(Autoriteit voor financiële diensten en markten/Autorité des services et marchés
financiers) as a foreign collective investment undertaking under Article 127 of
the Belgian Law of 20 July 2004 on certain forms of collective management of
investment portfolios. The offer in Belgium has not been and will not be notified
to the Financial Services and Markets Authority, nor has this document been nor
will it be approved by the Belgian Financial Services and Markets Authority. The

shares issued by the Fund shall, whether directly or indirectly, only be offered,
sold, transferred or delivered in Belgium to individuals or legal entities who are
Institutional or Professional Investors” in the sense of Article 5§3 of the Belgian
Law of 20 July 2004 on certain forms of collective management of investment
portfolios (as amended from time to time), acting for their own account and the
offer requires a minimum consideration of €250,000 per investor and per offer.
Prospective investors are urged to consult their own legal, financial and tax
advisers as to the consequences that may arise from an investment in the Fund.
Important information for Italian investors:
No offering of shares of the Longleaf Partners Unit Trust comprised of the
Longleaf Partners US UCITS Fund and Longleaf Partners Global UCITS Fund
(the “Funds”) has been cleared by the relevant Italian supervisory authorities.
Thus, no offering of the Funds can be carried out in the Republic of Italy and
this marketing document shall not be circulated therein – not even solely to
professional investors or under a private placement – unless the requirements
of Italian law concerning the offering of securities have been complied with,
including (i) the requirements set forth by Article 42 and Article 94 and seq. of
Legislative Decree No 58 of 24 February 1998 and CONSOB Regulation No 11971
of 14 May 1999, and (ii) all other Italian securities tax and exchange controls and
any other applicable laws and regulations, all as amended from time to time.
We are sending you the attached material as a follow up to the specific request
received by you. You are fully aware that the Funds have not been registered for
offering in Italy pursuant to the Italian internal rules implementing the UCITS
IV directive. Therefore, you are expressly fully aware that the Italian protections
granted by the applicable legal framework would not apply and you would be
exclusively responsible for the decision to invest in the Funds. Moreover, you
represent that you would only invest directly or on behalf of third parties to the
extent that this is fully lawful and you comply with any conduct of business rules
applicable to you in connection with such investment. You agree to refrain from
providing any document relating to the Funds to any party unless this is fully
compliant with applicable law.
Important information for Jersey investors:
Financial services advertisement. This document relates to a private placement
and does not constitute an offer to the public in Jersey to subscribe for the Shares
offered hereby. No regulatory approval has been sought to the offer in Jersey and
it must be distinctly understood that the Jersey Financial Services Commission
does not accept any responsibility for the financial soundness of or any
representations made in connection with the Fund. The offer of Shares is personal
to the person to whom this document is being delivered by or on behalf of the
Fund, and a subscription for the Shares will only be accepted from such person.
This document may not be reproduced or used for any other purpose.
Important information for Swedish investors:
The following materials are intended only for qualified investors. This material
shall not be reproduced or publicly distributed. The Longleaf Partners Unit
Trust is not authorised under the Swedish Investment Funds Act. The shares
of the Fund are being offered to a limited number of qualified investors and
therefore this document has not been, and will not be, registered with the Swedish
Financial Supervisory Authority under the Swedish Financial Instruments
Trading Act. Accordingly, this document may not be made available, nor may
the shares otherwise be marketed and offered for sale in Sweden, other than in
circumstances which are deemed not to be an offer to the public in Sweden under
the Financial Instruments Trading Act.
Important information for Swiss investors:
The jurisdiction of origin for the U.S. UCITS Fund is Ireland. The representative
for Switzerland is ACOLIN Fund Services, Ltd., Stadelhoferstrasse 18, 8001 Zurich.
The paying agent for Switzerland is NPB Neue Private Bank Ltd., Limmatquai 1,
8022 Zurich. The Prospectus, the Simplified Prospectuses in respect of the U.S.
UCITS Fund, the trust deed, as well as the annual and semi-annual reports may
be obtained free of charge from the representative in Switzerland.

5

Important information for UK investors:
The KIID and Full Prospectus (including any supplements) for this fund are
available from Southeastern Asset Management International (UK) Limited which is
authorized and regulated by the Financial Conduct Authority in the United Kingdom.
In the United Kingdom, this document is being distributed only to and is directed
at (a) persons who have professional experience in matters relating to investments
falling within article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2001 (as amended) (the “Order”) or (b) high net worth entities
and other persons to whom it may be otherwise lawfully be communicated, falling
within Article 49(2) of the Order (all such persons being referred to as “relevant
persons”). This document must not be acted on or relied on by persons who are
not relevant persons. Any investment activity to which this document relates is
available only to relevant persons and will be engaged in only with relevant persons.
Any person who is not a relevant person should not act or rely on this document or
any of its contents.

