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We think the trust is an interesting play on the US market at this 
stage, offering uncorrelated exposure and a focus on absolute 
returns which may prove attractive given today’s high valuations.

The trust stands to benefit from increased M&A activity in the 
US, as companies onshore their money in the wake of President 
Trump’s tax changes, and from a positive outlook for domestically 
focused US stocks – which are a core focus for the trust.

Whilst it may underperform should mega caps rally again, we 
think the strength of the resource at Gabelli and the proven 
success of the PMV strategy, fit the trust out well as a core 
holding for those seeking long-term exposure to the US stock 
market.

Portfolio
Gabelli Value Plus+ Trust aims to generate consistent returns 
via a portfolio of 40-60 core holdings, with a small to mid-cap 
bias. The core portfolio is relatively concentrated representing 
roughly 70% of total assets. The managers follow a stockpicking, 
value-orientated approach to the market and take little interest in 
the make-up of a given index. The trust’s process – The Gabelli 
Private Market Value with a Catalyst (PMV) - is similar to classic 
Benjamin Graham value investing.

It boils down to viewing companies from the standpoint of 
what their intrinsic value is to an informed buyer in a privately 
negotiated transaction, with an identifiable catalyst in place at 
the time of the investment to earn a target 10% real compounded 
return independent of the market over a three year period. 
Ultimately, there are two parts to this process. There is the 

Summary
The Gabelli Value Plus+ Trust is a differentiated US equity 
portfolio with a very high active share and a wide-ranging all-
cap approach focused on identifying undervalued companies, 
including an element of exposure to companies which are the 
target of mergers and acquisitions.

Gabelli is a household name in the United States, managing 
assets in excess of $40bn and the trust taps into the ‘Private 
Market Value (PMV) with a Catalyst’ investment strategy, 
developed by founder Mario Gabelli in the 1970s, which is 
now taught as part of the value investing course at Columbia 
Business School.

The strategy has delivered significant outperformance relative to 
the wider US market over the long term, delivering ‘up’ years in 
35 out of 40 between 1977 and 2016.

Launched in February 2015, the Gabelli Value Plus+ Trust (GVP) 
had kept pace with the notoriously slippery S&P 500 index until 
the start of 2017 – outperforming it by a small margin – but fell 
behind last year as the index, and in particular mega-caps toward 
which the trust is underweight, raced ahead.

However GVP’s managers don’t benchmark themselves against 
an index and, instead, aim for absolute returns typically to 
the tune of inflation plus 10%. The strategy which the trust 
mirrors tends to generate its relative outperformance in falling 
markets and has since inception – typically – lagged behind 
during quarters where the market has risen strongly, whilst 
outperforming the market when it has been in negative territory.

• A value-focused US equity trust managed by a highly-experienced team who have a 
long-term track record of delivering strong relative and absolute returns in a market 
where active managers have historically struggled

• An investment approach known as ‘Private Market Value with a Catalyst’ that was 
developed by co-manager Mario Gabelli in the 1970s, which leads to a portfolio that is 
highly-differentiated to its peers and a bias to non-mega-caps

• Although the trust itself is new on the scene, reaching its third anniversary this year, 
the strategy it pursues has a long track record delivering a CAGR since inception in 
1977 of 16.7% compared to the S&P 500’s CAGR of 11.5%

• Biased more towards smaller companies, the portfolio is likely to benefit if inflation 
continues to tick up (due to its announced merger allocation and value tilt) and should 
benefit from the tax reforms which were passed by the US senate in December
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Graham and Dodd-style intrinsic value analysis (what is a 
business’ worth; what is its earnings power; what’s the cash on 
the balance sheet; what’s the land worth; what’s it on the books 
for etc.), but the managers take it one step further by looking 
at the private market value – so what is it worth to an informed 
buyer? Effectively, it is the intrinsic value plus a strategic 
premium.

However, as the name of the investment process suggests, the 
managers will not take a position in a company on value alone. 
Firstly, they only own companies that they deem to be high 
quality and they focus on potential catalysts that will cause the 
discount of current share prices to the PMV to narrow. These 
catalysts can be both company specific and macro-orientated, 
with the managers aiming to buy companies that are trading on 
a 50% discount to their PMV and the objective is to earn that 
spread over a three-year time frame.

Herc (3%) is a good example of a company in this bracket. The 
company has limited analyst coverage, and was demerged 
from its owner Hertz car rentals in June 2016, after an extended 
period of neglect. Herc is less profitable on an EBITDA basis than 
its biggest competitors – URI and Sunbelt – the equipment hire 
company which specialises in non-residential construction (so 
bulldozers amongst other things which are expensive to own, and 
more efficient to hire).

The team at Gabelli believe there is scope for operational 
improvement to drive value within the company, now that it has 
been spun out and is able to operate independently of its parent, 
and point to the positive macro backdrop provided by rising 
spend on US infrastructure, and the likelihood of consolidation in 
what remains a highly fragmented industry.

Before investing, the managers aim to understand all elements 
of a business. For example, when looking at an asset, 
manufacturing facility or a salesforce, they try to understand the 
respective replacement values. The initial process starts with 
balance sheet and cashflow analysis before working their way 
up to overall share count and what they are paying for the actual 
representation of a given business.

Given this highly differentiated approach, it is little surprise that 
Gabelli Value Plus+ Trust looks very different to most other US 
equity funds. For example, the trust has very little in mega-caps 
compared to its peers as the managers prefer investing further 
down the market-cap spectrum – especially as this is where they 
believe they can add the most value as many of the companies 
they research are not covered by Wall Street. Almost 60% of the 
portfolio is invested in companies with a market cap of less than 
$10bn and the portfolio runs with a weighted average market cap 
of $19.7bn, compared to a weighted average market cap of more 
than $100bn within the S&P 500.

Apart from a lack of analyst coverage further down the market-
cap spectrum, another reason for avoiding mega-caps is 
because they believe that these companies in the mid (small end 
of large-cap) space offer attractive merger opportunities thanks 
to what they call the ‘fifth wave of global M&A activity’ (which we 
will discuss in the performance section). The managers argue it 
will continue as cash rich mega-caps will want access to these 
companies’ intellectual property, technology and customers.

The managers’ PMV with a Catalyst approach means while not 
an out and out M&A portfolio, over the life of the strategy, around 
10% p.a. of the portfolio has been subject to some form of M&A 
activity. The managers also work closely with the companies they 
own to create shareholder value, and will block potential deals if 
they believe price is well below their valuation.

US truck manufacturer Navistar (2.2%) is a good example of a 
company which is potentially in this bracket. The company has 
excellent recurring revenues generated by a large dealer base 
offering services to maintain trucks travelling vast distances on 
American roads, and as a domestic manufacturer of commercial 
trucks in North America would make a natural target for global 
giants like VW, which already owns a significant stake. Another 
global giant, Volvo, has already made inroads among US truck 
makers – it owns the famous ‘Mack Trucks’ business.

Republic Services, the second largest waste disposal business 
in the US, is another example of a company set to benefit from 
M&A. Operating in a highly fragmented industry the company 
– which owns 25% of America’s total landfill capacity – is well 
positioned to buy up smaller landfill companies, consolidating its 
position in a market where new landfill sites are no longer being 
created and old ones continue to be owned in many cases by 
small ‘mom and pop’ operations who, with the 2020 elections 
looming, are incentivised to sell up now while the tax conditions 
to do so remain appealing.

Outside of this part of the portfolio, however, the trust offers 
investors access to ‘merger arbitrage opportunities’ (which is 
only usually available to institutional investors in the US). Around 
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Since launch in February 2015, just under three years ago, the 
trust is up 41% in NAV terms against a rise in the S&P 500 of 
54.4% and a rise in the Russell 3000 index of 52.8% to the end 
of December 2017. In share price terms the trust is up 28.7% 
over the same period, but shareholders have benefited since the 
start of the year as the discount has narrowed sharply.

This is still a very short period of time to judge performance, but 
the trust’s investment strategy has a far longer track record of 
market-beating returns. This PMV with a Catalyst process has 
ensured that the All Cap Value strategy has delivered a CAGR 
since inception in 1977 of 16.7% compared to the S&P 500’s 
CAGR of 11.5%.

According to research from GAMCO, for example, since the 
‘Gabelli All Value Cap’ strategy was first put into place in 1977, it 
has (on average) outperformed the S&P 500 over the 44 ‘down’ 
quarters by 10 percentage points, but only underperformed the 
index (again, on average) by 0.4 percentage points over the 111 
‘up’ quarters.

With the trust’s portfolio positioned for domestic strength and set 
to benefit from inflation, we think the trust is an attractive position 
at this point, particularly as it will soon reach its third anniversary 
– putting it on the radar for a far broader audience of advised 
retail investors, which should help gain support for the shares 
and limit discount volatility.

We think the trust’s focus on inflation plus total returns is also 
an attractive feature in a market where valuations are – even if 
justified – very high by historical standards.

Gradually rising rates in the US should provide a boost. Not only 
does value tend to outperform in an environment of rising yields, 
but also the merger arbitrage allocation is likely to profit from 
an increase in the risk-free rate which will lead deal spreads to 
widen – as has been the case over the 30 years’ GAMCO has 
run such a strategy. M&A activity is also likely to benefit as there 
are considerable incentives for companies to engage in deals of 
this kind before rates goes up, rather than doing so after three or 
four rate rises.

a third of the portfolio is invested in announced mergers. This 
part of the portfolio offers returns that are independent to market 
movements, as the trust’s returns are driven by the spread 
between a stock’s share price at the time a deal is announced 
and the price of the deal itself. As such, the return is subject to 
deal risk, not market risk.

In terms of sector exposure the trust’s largest weightings reflect 
the managers’ optimism on the domestic outlook, with big 
positions in industrials, consumer discretionary and financials. 
Industrials and consumer discretionary in particular are major 
overweights versus the index.

The trust is very underweight technology – with almost no 
exposure – and significantly underweight healthcare, both 
of which performed very well in 2017 and this has hindered 
relative performance over the course of 2017, as technology and 
healthcare stocks have led the US market.

Nevertheless, the managers argue their positioning is conducive 
to the new era of President Trump (especially in the case of its 
high weightings to industrials and financials), given his plans for 
future infrastructure investment and the prospects of reduced 
financial regulation. They also believe the approval of Trump’s tax 
reforms in December should be a fillip for the portfolio’s holdings, 
most which are domestically-orientated.

Performance
Gabelli Value Plus+ Trust was launched in February 2015 and 
performed well in its first couple of years, benefiting particularly 
in 2016 when value investing enjoyed a resurgence, bond yields 
rose, and smaller companies outperformed their large cap peers.

The trust was ahead of the S&P 500 and the Russell 3000 index 
until the end of December 2016, but struggled to keep up in 2017 
as technology and healthcare – toward which it is underweight – 
raced ahead.
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Witan trust, is chairman of the GVP board. Given this is 
GAMCO’s first major venture into the UK market, we believe 
having such an experienced pair of hands chairing the trust can 
only be a positive.

Though not particularly well-known in the UK, Gabelli is in 
‘household name’ territory across the Atlantic. GAMCO Investors, 
which is the investment manager for the trust, was launched by 
veteran value investor Mario Gabelli in the mid-1970s and has 
grown to be one of the leading fund management groups in the 
US with assets of $40bn under management and more than 200 
investment professionals on the rota.

Discount
Like the majority of recent IPOs, the trust’s shares jumped to an 
immediate premium after its launch in February 2015. It fell back 
to parity and traded around NAV for the remaining months of that 
year, before falling to a wide discount during the global sell-off 
that occurred in January 2016 on the back of China concerns and 
another plunge in the oil price.

The trust saw its discount narrow steadily over the first half of 
2017, but then it began to slide again toward the end of the year, 
possibly as a result of the trust’s relatively muted performance at 
that time relative to its peers.

Since the start of 2018 the discount has come in sharply and the 
trust currently trades close to parity.

The board has been very active in trying to manage the discount. 
Though no formal level policy is in place, the board has bought 
back stock when the trust’s discount has widened in the past 
(such as over the summer of 2016 and again in 2017).

Charges
The trust has ongoing charges 1.33% while GAMCO is entitled 
to a monthly management fee, accrued daily, equal to 1% p.a. of 
market capitalisation.

The trust has been less volatile, produced a smaller maximum 
drawdown and delivered a significantly lower down-market 
capture ratio than both the sector and index since launch.

Dividend
The trust is run with a total return mindset and so it is unlikely to 
ever pay a high dividend yield. At the time of writing, the trust’s 
yield is 0.88% with last year’s final dividend amounting to 0.3p 
per share.

The board notes that the trust’s dividend yield is a by-product of 
the investment process and can be expected to vary significantly 
relative to that of the broader market, adding that investors 
“should have no expectation that the company will pay dividends 
as anticipated or at all”.

Gearing
The trust has the authority to borrow up to 40% of its 
shareholder’s funds but since launch the trust has not been 
geared. The managers were keen to stress, though, that this 
option remains open and – given their bullish outlook – the 
likelihood of some gearing being deployed is increasing.

Management
The management team is led by Mario and Marc Gabelli, who are 
supported by a team of fifteen portfolio managers and research 
analysts, between whom there is more than two centuries of 
professional experience.

GAMCO was founded by Mario Gabelli, who pioneered the PMV 
with a Catalyst approach, in 1976 as an institutional research 
firm. It is now a publicly-listed company in the US that employs 
200 individuals, oversees assets worth c.$40bn and manages 
around 2,000 separate accounts for institutions and high-net 
worth individuals. It runs over 30 open-ended funds and 15 
closed-ended funds, making it one of the largest closed-ended 
players in the US, with c.$7.5bn AUM. Outside of the US, it has 
offices in London, Tokyo and Shanghai.
Andrew Bell, who is also chief executive at the top performing 

RISK METRICS SINCE LAUNCH*

DOWN 
CAPTURE RATIO

MAX 
DRAWDOWN

STD 
DEV

Gabelli Value Plus+ Trust Ord 77.29 -6.39 9.44

S&P 500 TR USD 100 -8.05 10.14

Morningstar IT 
North America N

96.48 -9.96 10.2

Source: Morningstar *Date range is from 19/02/2015 to 31/12/2017 **Relative to S&P 500

%

Gabelli Value Plus+ Trust: Discount vs peers

17/01/2017 - 16/01/2018

Gabelli Value Plus+ Trust Ord

Jul '17 Jan '18Apr '17 Oct '17

-12.5

-10

-7.5

-5

-2.5

0

2.5

Powered by Highcharts CloudSource: Morningstar



5

For professional investors only

Kepler Partners is authorised and regulated by the Financial Conduct Authority

w
w

w
.t

ru
st

in
te

lli
ge

nc
e.

co
.u

k

Important Information 

Research produced by Kepler Trust Intelligence should be considered a marketing communication, and is not independent search.
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The information provided on this website is not intended for distribution to, or use by, any person or entity in any jurisdiction 
or country where such distribution or use would be contrary to law or regulation or which would subject Kepler Partners LLP to 
any registration requirement within such jurisdiction or country. Persons who access this information are required to inform 
themselves and to comply with any such restrictions.

This is a marketing document, should be considered non-independent research and is subject to the rules in COBS 12.3 relating 
to such research. It has not been prepared in accordance with legal requirements designed to promote the independence of 
investment research. The information contained in this website is not intended to constitute, and should not be construed as, 
investment advice. No representation or warranty, express or implied, is given by any person as to the accuracy or completeness 
of the information and no responsibility or liability is accepted for the accuracy or sufficiency of any of the information, for any 
errors, omissions or misstatements, negligent or otherwise. Any views and opinions, whilst given in good faith, are subject to 
change without notice.

This is not an official confirmation of terms and is not a recommendation, offer or solicitation to buy or sell or take any action in 
relation to any investment mentioned herein. Any prices or quotations contained herein are indicative only.

Kepler Partners LLP (including its partners, employees and representatives) or a connected person may have positions in or 
options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities from time to time, 
but will at all times be subject to restrictions imposed by the firm’s internal rules.

Please remember that past performance is not necessarily a guide to the future. The value of investments can fall as well as rise 
and you may get back less than you invested when you decide to sell your investments. Independent financial advice should be 
taken before entering into any financial transaction. This website is published solely for informational purposes and has no regard 
to the specific investment objectives, financial situation or particular needs of any person. 

PLEASE SEE ALSO OUR TERMS AND CONDITIONS

A copy of the firm’s conflict of interest policy is available on request.

Kepler Partners LLP is a limited liability partnership registered in England and Wales at 9/10 Savile Row, London W1S 
3PF with registered number OC334771.
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