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Rationale

“Time will send you an invoice” - Morrissey

T g ey

» The market doesn’t sleep = Important to develop new DCFs = 2/3 of the members of the
investment teams have just

= New catalysts " WACC has changed entered in the club

= New risks = Review growth prospects

=  Way of getting acquainted
with templates, pitch
structure and valuation

=  We have improved
= Some securities have been in our massively the quality of our

portfolio for more than 2 years valuations

= Update them

» E.g.,Hologic was presented in the according to the new

Fall of 2021

standard
n 1 .
Survivors: Discount Rate (WACC)
The company b m a significant tax shield coming from its marginal tax rate charged of 27.7%
= Me
= Daniel

M } WACC  6.36%
8

of debt.

= Alexandre

=  Andreia

pooooio
EEEEH ¢

PMC

27 September 2023 4 PMC
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Structure and Content

What to include (1/2)

“Elevator” Summary First Glance Slide Sector/Industry Outlook

Sector Overview & Outlook

FIRST GLANCE
Ingles Markets Food market i expected to grow 3.37% CAGR until 2027* for 3 reasons

Food Market in US$ Billion

== B Walmart
) & Publix
Ticker Asset Class Stock Exchange l 3
il @ o
US Online Food Sales in US$ Billion

& FRESH

Sector Market Cap Div. Yield oy Delhery = ey . 5 -
Recommendation: B B "'. ﬁ i i I I I I : ;ish'y"’g’“‘
Price 52 Week Range Currency BUY Ke;l;easuw rs;:;mh h h ) - ?,m aaaaa
» Explainingin less than 1 minute the = Self-explanatory © » Quick outlook on the sector
main points of the thesis presented = Present what has changed relatively
by the original team and mention the to the outlook presented originally
original catalysts
6 PMC

27 September 2023




Structure and Content

What to include (2/2)

Portfolio Fit

Financial Analysis

Analysis of Catalysts and Risks

Liquidity and Cash Flow Analysis

Ingles Markets enjoys a strong liquidity position, complemented by fast cash flow generation

Liquidity Analysis Cash Flow Management Analysis

3 50
251
25 w0 -
2 /—\/ 30 _—
e 109 B
1 10
05 08 o
o 2018 208 2020 2021 2022
2008 2019 2020 2021 2022

—Average Collection Period (in days) ——Average Holding Period (in days)

—Current Ratio  ——QuickRatio ——Cash Ratio Average Payable Period (in days)  ——Cash Conversion Cycle

= Ingles Markets improved significantly its liquidity position over
the years

= The cash conversion cycle has improved from 31 to 27 days.

* The company is now generating cash faster, mostly due to
better inventory management which is reflected by a lower
average holding period

= The company is well positioned to make future investments in
store renovation without adding up to the debt.

Investment Thesis

Ingles Markets benefits from higher margins than its competitors and enjoys regional monopolistic power

CATALYSTS
* The brand portfolio allows for vertical ingfration and _z M faces a competitive environment as it s to be
market power when it comes to establishifig prices and| expected inYe food retail sector in the United States;
controlling for quality; Ingles Markdls might face competition from the regions where

* The demand for food tends to be very inelaic, making the it s located Mince many are rural areas, and the clients might

sector very resilient even in an inflationary ef§ronment; substituteffle supermarket products with local production

* The company is positioned in regions Nghere itso
supermarkets are virtually the only option, rapteeing a
iMPORTANT

= Ingles Markets focuses on some of the least advanced States

in the US, thus benefiting from future growth that ensures

convergence towards more developed areas of the country.

27 PMC

10May 2023 38 PMC

Portfolio Fit

The right balance between quality and speculation

Z i

eting on qusliy

Enjoying a big payout

= The stock is essentially a bet on a  * Following the benchmark might be too

= The company’s balance sheet remains liquidation dividend, which is expected to boring; it's time to add some risk into the

strong, despite a negative equity of be realized soon, considering the mix (and no, we are not talking about

roughly 160 billion dollars. liquidation has been’ going on for a very bankrupt firms such as Credit Suisse,
long time. Lehman is not like one of those).

10May 2023 7 PMC

= Profitability and Efficiency
» Liquidity and Cash Flows

= Debt schedule and financing costs

» Analyze the catalysts mentioned in

the original pitch

» Analyze the risks and add new ones

= More on this later

» Doesitfit the strategy presented by
the Portfolio Managers?

» Does it fit the initial purpose?

» E.g., dividends - Petrobras

27 September 2023

PMC




Structure and Content

What NOT to include

Company Overview

Store Network

Y

= Chain of supermarkets in the sol = Alabama: 1

= Founded in 1963 and is hed
North Carolina

* 75 _FORBES Best Small Cap Compantes (2023) * South CarolinaX® RGOtz iales

n Asheville, = Tennessee: 21

Source: Ingles Markets Report

10 May 2023 17 PMC

Information somewhat static

= Every person in the room MUST read the original pitch
beforehand, to avoid losing time presenting and
preparing information already produced

Ownership andaManagement

Consistency and Longevity

Main Shareholw. .agement Team

Company ames W. Lanning
CEO, COO and Director

= Yes thisis real image

= Worked at Ingles for 40+ years

Ingle Family
Vanguard Group Inc
Dimensional Fund Advisors
BlackRock Inc
River Road Asset Management

Royce & Associates Pat Jackson

CFOsince Feb 2022
= Worked at Ingles for 10+ years

Lsv Asset Management
Gamco Investors Inc
Gabeli Funds LLC

Deutsche Central

. T . d ’Jim for this honor accordingly: “[Jim’s]
F?m'ly, lowned buslme5§ e S@Pour company with the growth and direction
= Diversified portfolio of institutiona®olders

10 May 2023 21 PMC

Information that hasn’t changed since the original pitch

Information that doesn’t add value in a perspective of
reappreciation

27 September 2023

PMC



Catalysts and Risks

Most importantly...

Investment Thesis
Great company with interesting competitive outlook, exposed to reduced risks it is protected against
¢ Portfolio of strong brands, capable of passing prices into the Marketplace without significant impacts on
volume, which betters position Unilever for the current macroeconomic scenario; N .
* R&D development in markets with important runway growth opportunities, namely in Personalized Skin Care; . Com p ro m |Sed

¢ Lower exposure to currency risk in comparison with other American multinationals in the same sector;
* Incoming Management change with Nelson Peltz’s recently acquired stake, which has been a part of a
sucessful restructuring at P&G;
* New category-focused strategy i efficiency, g savings, offsetting some of the costs increase, o
whilst aiming at driving growth Co m p ro m Ised

* Despite strong pricing power, unpredictable input costs can put a strain on the company’s margins

* Consumers’ financial constraints may lead them to trade Unil ’s brands for cheaper “White Label”
products;

¢ Potential Lawsuits from Personal Care Products — unlikely but with similar companies;

* Failed innovation process; not being able to cater to new consumer trends could harm long-term growth

S PMC

* The team presenting the reassessment must pinpoint for every catalyst whether it HOLDS or is Compromised

* We can only consider selling a position if one of the catalysts presented in the original pitch ceased to exist or has been
seriously compromised

» List new risks that have arisen since the original pitch
* Important: Pay attention to the investment horizons defined in the recommendation

27 September 2023 9 PMC



For Every Stock Pick From Now On

Every single pitch must have a slide with specific catalysts that support the thesis and will be reappreciated in the future

Catalysts

The boom of commodities. Historically this stands for 5 to 10 years. | Midea is a TOp-qUG"fY company...

* Ukraine war and Chinese lockdowns, which made the
commodities prices go up more than expected.

¢ China doesn’t have production to supply the indoor market which can be w
translated in more exportations in price (Brazil represents 4% of the Chinese tl Strong business model and a well-defined strategy
importations and is the 8 country that most impact in Chinese importations

and SLC Agricola has 40% to 50% of their revenues going to Asial).

Good margins and  fundamentals  when
comparing with the most similar peer (Haier)

* Hike on interest rates of FED could bring more revenue to enterprise due the / Impressive financial results, with positive prospects
dollar appreciation. [ ] for the near future
¢ The management has accumulated a lot of inventories when prices was down é Well positioned to tackle the main trends of
in 2020 and 2021. With these prices, if we have a scarcity in the corn, . B business of tomorrow
. . . . " (- . -]
cotton and soybean this could be translated in more revenues if the company * Market and industry leader at China
sells their inventory a high price.

¢ The acquisition, at a low price, of Terra Santa results in a huge synergy. The
business of lands and the asset light business model could bring not only an
improvement for Terra Santa business but also to the margins and
operational growth of the company.

* La Nin& can impact in Supply chain in USA, making Brazil have more PMC 25 September 2023 28
capacity to trade Soybean and Cotton. -

» Specific = Generic

* Quantifiable Mostly qualitative

* Linked to the thesis Still, you should seek to stick
to 3-4 catalysts

Static (Where is growth? Why is it undervalued?)

27 September 2023 10 PMC
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Valuation

“The worth of a business is measured not by what has been put into it, but by what can be taken out of it” - B. Graham

Include/Update relative valuation Football field and Recommendation

Perpetual growth

[ oso% ] oo [aso] zo0% ]
27658

21751 2439 I
21270 23839
BT 17041 1877 20800
15239 16652 18326

14885 16271

wace

2001 22815
17914 19882

* Present a DCF updated with Trailing
12 Months data

= Use PMC official excel template
» Read theinstructions

Relative Valuation

Ingles Markets is undervalued according to the most common relative valuation metrics

Metric InglesMarkets | weis Markets ::r’""‘:‘; aura) roger “"’:;’lfﬂ‘:‘:““ Albertsons
PJE Actual 17.4x 14.2x 1L1x 15.6x 44.9x T4x 14.2x
f— s wox 5 i wn = s
P/B 1.6x 3.6x 1.6x 3.5x 2.7 L6x
o 2 50 220 0 s
PYR— o osn osx osn 120 o oax
R— o on . on e on
EV/EBITDA Actual 6.8x 102x 52x 6.8x 134x a6x 6.8x
eveaion 2 s 0 s 72
Ohidendveld  o12% Lo : sa 2100 : 2510 21w
Market Cap (€) 168 228 5.08 238.6M 3518 298 1208 2.98
10May 2023 3 pPMC

Include an update of the relative
valuation

You are free to include new peers (if
necessary)

Football Field

Ingles Markets is currently undervalued with a potential upside of 35% based on the DCF

a5
3980
3612
3205 3485 3m
2281
. -
........................................... Market Cap: 1.68
1522 1642 2097
1610 1877 2100
DCF EV/SalesA EV/SalesF EV/EBITDAA EV/EBITDAF PEA PEF
The DCF model rsulted in an 110.18€ per share, which
10May 2023 3 PMC

RECOMMENDATION: BUY

Do you recommend trimming/exiting any position? Do you recommend decreasing exposure to any sector?
(always to be discussed with PM)

Investment Horizon: 3years
Fair Value Range: $4970-$5560 5600 TP
Entry Price: $3548 4900
Take Profit / Stop Loss: ~ $5600/$ 3000 3548 EP
Proposed Allocation: 3.5%
30005L

2/ TradingView

18 2019 2020 2021 2022 2023
24 September 2023 34 PMC

Include revised Recommendation (overweight / sell*)

* Conditional to the deterioration of catalysts, valuation or portfolio fit. Otherwise, it will not be considered.

27 September 2023

12

PMC
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Asset Coverage vs. Asset Reassessment

“Work is a Four-letter word” - Cilla Black

Asset Coverage Asset Reassessment

» Conducted by one analyst = Conducted by a whole team

= Every position of the portfolio will have an analyst =  Only 9 pitches will be reassessed this semester, in
assigned accordance with criteria defined by the PMs

= 3-5 minutes presentations after earnings calls = 3 presentations of 10 minutes each (2 will be in the same

= Only required to update inputs periodically day) by team

= We aim to partially automatize this process trough " Required to conduct a new DCF (still you can recycle
drivers from the original DCF)

Bloomberg
= Must be on top every week of the news/developments of = Toissue recommendations:
the company » Disappearance/deterioration of catalyst

=  |Imminence of the investment horizon

= Significant risk that must be first presented to
the PMs before issuance of recommendation

= Toissue recommendations:
» Disappearance/deterioration of catalyst
= |mminence of the investment horizon

= Significant risk that must be first presented to the
PMs before issuance of recommendation

27 September 2023 14 PMC



Holdings Book

“Know what you own, and know why you own it” - Peter Lynch

What is the holdings book?

= Slide deck with EVERY single security present in PMC’s
portfolio

Hologic | * Includes the following information about the security:
ologic Inc. PMC o
Ticker: HOLX (NASDAQ) Asset Type: Equity Sector: Healthcare Time-Horizon: Long Term J DeSC rl ptl O n

Description 125
Hologic, Inc. is a developer, manufacturer, and supplier of premium diagnostic products, medical

—rortols o = |nvestment Thesis
bre i and skeletal health. Investor Relations Page
1,00 '\.f\/
oo | d Risk
i WR VT~ = (Catalysts and Risks
Investment Thesis W

* Industry-leading company in the fast growing women’s health and well-being segment of

HOLX Performance

Healthcare. 0,75
= Performance graph
* Acombination of a bright financial position (Net Debt/EBITDA < 0.5) and management’s Key Aspects to Follow Trade Info
history of strategic use of cash allows the company to position itself for continued growth. ; 18/11/2021
. N . = Organic revenue growth; e sDats /
* COVID-19 boosted the footprint of the company’s diagnostics systems, which can be used to g E—— 150 -
process a broad menu of non-COVID tests. = Evolution of installed base of diagnostic systems; K t t f l l
ey aspects to follow
= Penetration and growth potential in international markets. There are over 3.9bn women in DAL .
the world, with just a fraction of this in the United States. Nevertheless, the US is the company’s Fair Price Range .
. » Tradeinfo and Key facts
Key Facts
Market Cap. 20.4bn$ 2019 2021 2022 2023
" Beta (Benchmark) 150 Revenues 3367.3 5632.3 48628  3952.3 Th h . . . f
Risks
e Soweskrange  [5985-6315 eomon | 10509 e moos 905 — e analyst allocated to the security Is responsible for
= Acquisitions don’t play out as expected. The company has a track record of acquiring other ] - X - -
businesses to grow its business faster. More than once in the past, this led to significant write  Div. Yield N/A - eBIT 9722 28659 19976 1207.0 . - . .
Dusine P/E (3-year average) 264 Netincome | 6593 Jsez 1s7ms 9163 t h l b t t f h h t
P Eyeaes) 51 opcr JOs mme s € elaboration/maintenance or nis/ner respective
NTM P/FCF 187  FCF 592.5 22336 2055.1 1115.0 .
NTM P/E 233 NetDebt 25078 19930 5502 - secu rlty entry
Sources/Notes: 26 September 2023 9

= Every member under the Asset Management umbrella
must read the holdings book

27 September 2023 15 PMC



Example

Some rough guidelines (more extensive on the actual slide deck)

Description:

*  Main activities

*  Ownership
structure

Investment thesis:

*  Portfolio fit

*  General
competitive
advantages

e Static proofs of
quality

Catalysts:

*  Non-static factors
that should drive
appreciation

e Factors mispriced
by the market

Ipsis verbis as in
the pitch

\ Ticker: PSA (NYSE)
Description

Public Storage

Asset Type: Equity Sector:

PMC

Real Estate Time-Horizon: Long-Term

Public Storage (PSA) was founded in 1972. Their principal business activities include the ownership
and operation of self-storage facilities and other related operations including tenant reinsurance
and third-party self-storage management. They are the industry leading owner and operator of
self-storage properties with a recognizable brand, including the ubiquitous orange color, which is one
of the most recognizable within the industry.

IR: https://investors.publicstorage.com/investor-relations/default.aspx

Investment Thesis
Unmatched scale in the industry with great brand recognition

Low cost of capital to facilitate further expansion

Industry leading revenue generation with great cost-efficiency and technological edge

Very valuable land in urban America acquired at very cheap prices (due to the pioneerism of the
company); one of the biggest owners of land in urban America

Amazingly stable and growing cash flow to be a compounding wonder for the company
Catalysts

= Great expansion plans and executional prowess

= Low-cost business but one where you can raise prices quickly

= Third party management and insurance segment with great prospects and risk adjusted returns
= Considerably low correlation to the overall economy due to the non-cyclicality of demand

= Acquisition opportunities from distressed property owners; tons of readily available cash

L2 psaPerformance

——Portfolio PSA

0,75
jan22

Key Aspects to Follow Trade Info
= Share Price (PSA was acquired at a premium for our litlalRliichaselbate

portfolio) Shares Held
= Third-Party Management and Insurance Average Cost

development TP/SL
= Dividend could be higher, look for future guidance on Fair Price Range

that .

# Transactions

Key Facts
Market Cap. 2019 2020 2021 2022 2023E

i Beta (Benchmark
Risks < - ( k ) Revenues
-week rahge

= Might be overvalued (although there is a clear inherent premium to the company’s stock) —— e etz

iv. Yie EBIT
= Higher input costs, especially in commodities used for construction and general wage inflation PIE —_—

et Income
= Oversupply risks as one of the main concerns P/B Op. CF
= Low barriers to entry to potentially create some hurdles in certain locations FCF
Net Debt
Sources/Notes: Read Q&A PSA under Position updates folder for some important notes 26 September 2023 12

Key Aspects to
Follow:

Aspects that
should be
reviewed and
presented by the
analystin
coverage after
earnings calls

Risks:

Static and non-
static factors that
can affect growth
and valuation
Structural or
temporary

27 September 2023
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Investment Team 1

To be presented next week

Deere & Compary

STEPHANi

PLUSDE 155
de collaboration

27 September 2023 18 PMC



Investment Team 2

To be presented next week

Kering
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PMC
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Investment Team 3

To be presented in 2 weeks

British American Tobacco

27 September 2023 20 PMC



From week 8 onwards

Potential securities to be reassessed

Public storage Alphabet

? & Google Drive

+.Bard

M

€9 Google Flights

B YouTube

27 September 2023 21 PMC
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https://www.linkedin.com/in/guilherme-ara%C3%BAjo-mour%C3%A3o/

