
 

  

 

 

 

 

 

 

 

Biweekly Newsletter 

 

MAY 10th 

Make sure you read the Guidelines Newsletter and the 

Disclaimer Newsletter before reading this newsletter. 

Volatility is back! 

Like this time, it is Trump that causes the volatility to come 

back. On Sunday he sent out a couple of tweets which 

brought back the US China trade talks as a big uncertainty. 

This Friday he is going to raise tariffs from 10% to 25% on 

$200bln of certain Chinese goods. Moreover, he has been 

threatening to put 25% tariffs on another $325bln of 

Chinese goods.  

Trump might have tweeted this strategically to put extra 

pressure on China in the trade talks. This week is the last 

week of trade talks and the market has expected that a 

mutually beneficial deal would be reached. As that is what 

has been communicated in the past by the US and China 

to be the most likely outcome.  

With the fresh tweets of Trump, this likelihood has gone 

down. China might decide to back off in the end or the US 

might sabotage the trade talks further. 

The S&P prices in much more uncertainty and has started 

with a round of downticks. It is difficult to predict the 

outcome. As we know, Trump is quite unpredictable and 

not always friendly for the stock markets. The upcoming 

days/weeks will have high volatility. If the trade war gets 

solved, we will see new highs in the S&P, and it might even 

test the 3000 level. If the trade war escalates the S&P will 

retreat further and we might see it drop below $2750 

again. Let’s see what comes out of it! Interesting individual 

stock levels might be reached where we can take a 

position or expand one. 

S&P 500 

 

In this newsletter two new opportunities are being 

discussed: 

• LEE (Class C) 

• AT&T (Class A) 

 (Read the Guidelines Newsletter for explanations about the classes) 

Next to that there are updates on: 

• PostNL (Class B) 

• ARCELOR MITTAL (Class B) 

• EARTHSTONE (Class C) 

• DAIO (Class C) 

• VASTNED (Class A) 
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“There we go again!” 



 

  

LEE ENTEPRISES (LEE) 

“Deleveraged Buffett play” 

“Lee Enterprises, Incorporated provides local news and 

information, and advertising services in the United States. The 

company offers daily and community newspapers, news 

websites, mobile applications and news, and video products; and 

digital services, including Web hosting and content 

management. It also provides advertising and marketing 

services, such as retail, classified, national, and digital 

advertising services, as well as custom digital marketing services 

to small, medium sized, and large complex businesses. In 

addition, the company offers integrated digital publishing and 

content management solutions for creating, distributing, and 

monetizing multimedia content for daily and weekly newspapers, 

as well as universities, television stations, and niche 

publications. Further, it provides commercial printing; distributes 

third party publications; and operates a digital marketing agency. 

Additionally, the company offers 300 weekly and specialty 

publications serving 49 markets in 21 states. Lee Enterprises, 

Incorporated was founded in 1890 and is based in Davenport, 

Iowa.” (Yahoo Finance). 

Lee Enterprises Incorporated is a leading provider of high 

quality, trusted, local news and information, and a major 

platform for advertising in the markets they serve. They 

operate 49 principally mid-sized local media operations 

and manage 30 additional local media operations through 

the Management Agreement with Berkshire Hathaway 

Media. LEE is the fifth largest newspaper chain in the US. 

LEE reaches 79% of all adults in their larger markets 

through a combination of print and digital content 

offerings. 

 

A bit of history 

LEE has been an old-fashioned print newspaper company 

for a long while. Over the last years, print revenues have 

been declining annually with around 10%, where digital 

revenues have been going up annually around 7%. In 

2015, the digital revenues were less than 20% of total 

revenues for LEE. LEE has been focusing on increasing 

the dependency on digital revenues as the printed 

newspapers and printed advertising is expected to slowly 

die. Currently digital revenues are 34% of total revenues. 

The figure below shows the total revenues of LEE over the 

last years. 

  

STOCK Lee Enterprises (LEE) 

PRICE $2.55 

MARKET CAP $147mln 

EST EPS 2019 $0.40 

P/E 2019 6.5 

NET DEBT/EBITDA ≈ 3.3 

DIVIDEND YIELD 0% 

  

 



 

  

 

The revenue decline is expected to become smaller and 

smaller with the focus of LEE on the digital services where 

they have let the revenues increase year after year. 

Probably the biggest issue LEE has been facing was the 

enormous debt load. In 2005, LEE acquired a large 

newspaper publisher called Pulitzer. They overloaded 

themselves with debt. In the crisis years around 2008 and 

in combination with the start of the decline in print 

revenues, LEE suffered severely. They even had to file for 

Bankruptcy chapter 11 of which they came out of. See 

below the past performance of LEE against the S&P which 

is dramatic.  

 

 

Currently, LEE is getting in a good shape. They make high 

EPS and have been rapidly unloading debt in the last 5 

years. Currently the debt is not a big issue anymore and 

going forward LEE will become a safe low-to-medium 

leveraged company. See below how they have reduced 

the yearly interest expenses and that the EPS is quite 

satisfying looking at the current stock price of $2.55. 

 

 

As you can see above the debt paydown has been 

significantly and after 2019 LEE can expect to get close to 

or below a NET DEBT/EBITDA ratio of 3 which is relatively 

safe unless EBITDA will suffer much more than that LEE 

saves in annual interest expenses. Over a large part of the 

debt, LEE is paying 12% interest annually. Each year LEE 

buys back a portion of that ‘expensive’ long term debt. 

 



 

  

 

EBITDA has been suffering and is expected to go down a 

bit more as long as digital revenues are not close to say 

50% of the total revenues. To look at things in perspective. 

In 2014 the EBITDA was $169mln but the net interest 

expense was $102mln. In 2018 the EBITDA is $135mln 

but the net interest expense was only $58mln. Even with 

the declining revenues and EBITDA, 2018 is a better year 

than 2014 in terms of net income. Upon that the company 

is much safer and better able to weather downturns. One 

signal that that is the case is that LEE started a stock 

buyback program of up to $10mln over the next 24 

months. You just do not do that if you are worried about 

the cash flow or the debt. As mentioned, the interest 

expense is going to be reduced more in the upcoming 

years and the revenue decline is expected to stabilize in 

the upcoming years. For that, LEE must make a small 

thankyou to Warren Buffet. 

Warren Buffet 

In 2012 Warren Buffett took a small stake in LEE. Via 

Berkshire Hathaway he bought just north of 3% of the 

shares around $1.30. For a long term not much news 

came from Buffett. Last June the news kicked in that 

Berkshire Hathaway was going to hire LEE to manage 

Berkshire Hathaway’s newspapers and digital sites in 30 

markets for the upcoming five years with an option to 

renew the agreement. LEE receives $5mln a year for it, 

gets paid back the costs they make and gets an 

undisclosed percentage of the profit Berkshire Hathaway’s 

newspapers make above a certain benchmark. 

Buffett: “I love our newspapers and am passionate about the 

vital role they serve in our communities, ” Buffett said in a 

statement. The Berkshire CEO added: “Lee also has led the 

industry in overall innovation and performance, all while faithfully 

fulfilling its public trust as an indispensable source for local news, 

information and advertising. Our missions and goals match 

exactly” 

Buffett would not like this deal if LEE would be financially 

unhealthy or if he thought they would be a revenue dying 

institution. 

Not much competition 

The local news that LEE provides in the 49 markets in the 

US faces little to no competition. LEE focuses on unique 

local news and events. They rarely get any coverage 

elsewhere and most of the LEE’s content is proprietary. 

LEE’s digital properties enjoy a sticky subscriber base. In 

2018 digital-only subscriptions grew 70% despite LEE 

passing along a 15% price increase. LEE’s digital 

properties attract over 27 million monthly unique visitors. 

Local advertising is one of the few areas that online 

advertising giants such as Google and Facebook have not 

yet “cracked.” LEE could partner with these companies on 

its own terms. A future revenue increase opportunity lies 

in a possible cooperation with one of these giants who are 

not (yet) able to successfully use local advertising 

efficiently. 

 

 

 

https://cnb.cx/2ItRmEf
https://www.cnbc.com/warren-buffett/


 

  

Risks 

I think most of the risk that is facing LEE is in their 

management themselves. Former CEO, Ms Junck, 

received total compensation of $43.8mln between 2001 

and 2018. This is more than 25% of todays market 

capitalization. She currently is “executive chairman” but 

still gets $1mln+ compensation a year. LEE mentions they 

have been cutting costs, but base fees of non-employee 

directors have mostly been hiked quite a bit in the last 

years. Ms Junck did the takeover of Pulitzer back in 2005 

which nearly wiped out shareholders. She still has quite a 

lot to say in the company. Moreover, three members out 

of nine of the board of Lee have low experience in the 

newspaper field and/or have been failing in previous jobs. 

There is a chance management is not consisting out of the 

right persons. Already one of the largest shareholders of 

LEE, Canell Capital has turned to be an activist and has 

been demanding LEE to make changes in the board. 

Canell sees great value within Lee which can be unlocked 

through the introduction of new stewards of shareholders. 

In the upcoming months, activists like Canell might bring 

some chaos in LEE’s management. On the medium/long 

term, this will probably lead to better management or at 

least some shifts in management in case Canell pushes 

further. 

Another risk remains that LEE is not able to decrease the 

decline in revenues. This could mean they are not able to 

significantly get more digital (not close to 50% in the 

upcoming years) or that they are not able to let the digital 

revenues grow further. In such a case LEE would become 

a value trap. The potential will then be gone and there will 

be no bull thesis anymore. 

 

 

Long LEE 

LEE is quite a volatile stock. Like quite some stocks that I 

write about in the newsletters, LEE has big swings up and 

down. LEE is not that liquid and experiences 

exaggerations in the stock price. EPS in the last couple of 

years has been hovering around $0.40. The market fears 

the total revenues to decline much further and there is a 

general fear against LEE cause it once in history filed for 

bankruptcy.  

I expect LEE to be able to stabilize the decline in EBITDA 

in the upcoming years. With the confidence from the Buffet 

deal, the deleveraging of the business and the potential in 

future digital revenues and advertising I would expect the 

valuation to go towards 10x EPS. Which would mean 

around $4.00. That would be my target. A month back we 

were already close to that level. Recently the stock has 

pulled back significantly towards $2.57. I think it is fine to 

open a position here and to wait for further drawbacks or 

overreactions on the downside. On such an overreaction 

a stock price of around $2.00 would be probable and great 

to increase the position at. I find it difficult to imagine the 

stock trading far below $2.00 without any massive 

company news. 

 

Allocation  2.5% 

Recommendation Buy < $2.80 

Current level  $2.57 

Target level  $4.00 (+56%) 

Bad case  $2 (-22%) 

Class   C 

 

Execution idea:  

Buy 2.5% of your portfolio now, an extra 2.5%<$2.30 

and an extra 2.5%<$2.00 

 



 

  

AT&T (T) 

“Defensive & Dividend” 

 “AT&T Inc. provides telecommunication, media, and technology 

services worldwide. The company operates through four 

segments: Communications, WarnerMedia, Latin America, and 

Xandr. The Communications segment provides wireless and 

wireline telecom, video, and broadband and Internet services; 

video entertainment services using satellite, IP-based, and 

streaming options; and audio programming services under the 

AT&T, Cricket, AT&T PREPAID, and DIRECTV brands to 

residential and business customers. The WarnerMedia segment 

primarily produces, distributes, and licenses television 

programming and feature films; distributes home entertainment 

products in physical and digital formats; and produces and 

distributes mobile and console games, and consumer products, 

as well as offers brand licensing services. It also operates cable 

networks, multichannel premium pay television, and over-the-top 

services; and digital media properties. The Latin America 

segment offers video entertainment and audio programming 

services under the DIRECTV and SKY brands primarily to 

residential customers; pay-TV services, including HD sports 

video content; and postpaid and prepaid wireless services under 

the AT&T and Unefon brands, as well as sells various handsets 

through company-owned stores, agents, and third-party retail 

stores. The Xandr segment provides digital advertising services. 

The company was founded in 1983 and is based in Dallas, 

Texas.” (Yahoo Finance). 

For most of the 20th century, AT&T has been a leading 

technology innovator and a widely recognized brand that 

was more or less a synonym for ‘telephone’. AT&T has 

also always been a very steady and safe dividend stock. 

One of the main strengths of AT&T is their massive 

customer base, especially in the US. AT&T claims to have 

almost 300 million direct-to-customer relationships. This 

gives them a very large platform for cross-selling 

communications and entertainment products. In the 

current changing entertainment landscape where Netflix 

has a lot of success, AT&T need to stay focused as well 

and keep innovating. They cannot just rely on the current 

customer base and ‘hope’ for the best. AT&T has 

demonstrated their ambitious goals for further growth, 

innovation and a willingness to take on debt to accomplish 

these ambitions. 

In 2015, AT&T bought DIRECTV for $49bln to become the 

largest pay TV provider in the world. Another big 

acquisition that AT&T did is the buy of Time Warner 

(WarnerMedia) in 2018 for $85bln. According to AT&T the 

acquisition: "brings together global media and entertainment 

leaders Warner Bros., HBO and Turner with AT&T's leadership 

in technology and its video, mobile and broadband customer 

relationships."  

 

Financials and stability 

AT&T is not an exciting stock. Volatility is low and there 

are not many swings in the stock. In the last 10 years the 

stock price has not done too much. In the mean time 

  

STOCK AT&T (T) 

PRICE $30.20 

MARKET CAP $220bln 

EST EPS 2019 $2.50 

P/E 2019 12.1 

NET DEBT/EBITDA ≈ 2.9 

DIVIDEND YIELD 6.7% 

  

 



 

  

investors have locked in the juicy dividend of currently 

$2.04 a year (6.7%). AT&T is a large and strong company 

with steady financials. As you can see in the next table 

basic EPS has been higher than normalized EPS in the 

last years. Normalized earnings are adjusted to remove 

the effects of seasonality, revenue and expenses that are 

unusual or one-time influences. AT&T’s is a dividend  

aristocrat, meaning they have been raising the dividend in 

a stable way for at least 25 years. So even in the financial 

crisis in 2008/2009 they have been increasing the 

dividend.  

 

Is the dividend safe? 

A worry from the table above can be that normalized EPS 

is around the dividend level. One could argue that it might 

get difficult for AT&T to pay out the dividend in the 

upcoming years in case things go worse than expected. 

Though, that is not a concern currently. The ability to pay 

the dividend is depending on the free cash flow that the 

company generates. In basic and normalized eps, the 

depreciation of assets is considered in the calculation. 

Depreciation does not deliver any cash flows as the money 

was invested in the past, but it will influence the profit.  

AT&T's cash flow is very strong. Operating cash flow is up 

24% year on year and TTM FCF (trailing 12 months free 

cash flow) has hit $25.4B and is well on track to meet full 

fiscal-year guidance of around $26B for 2019. The 

dividend is easily covered as the annual dividend 

payments sum up to $14.8bln. 

 

Q1 2019 

 

Debt 

If anything, the debt might be more of a concern than the 

dividend. As one can see in one of the previous tables, the 

debt has been increasing rapidly in the last couple of 

years. This is due to the acquisitions that AT&T did. Mainly 

due to the Time Warner buy in 2018. The question in a 

situation like this is: can AT&T reduce that debt 

significantly? And do we expect the Time Warner buy to 

improve the (financial) results of the company? 

 2014 2015 2016 2017 2018 

Revenues 

($bln) 

132 147 164 161 171 

Basic EPS 

($) 

1.24 2.37 2.10 4.78 2.86 

Normalized 

EPS ($) 

1.36 2.29 1.97 1.74 2.14 

Dividend 

($) 

1.85 1.89 1.93 1.97 2.01 

Debt ($bln) 77 122 118 127 167 

 



 

  

 

75% of the $40bln Time Warner acquisition debt will 

already be paid off by year end (2019). When we look at 

the 2019Q1 performance of Time Warner versus the 

2018Q1 performance (numbers from before the 

acquisition), we see that the revenue is op more than 3% 

and the operating income was up 11.6%.  

 

So, for the moment it looks that AT&T should be able to 

reduce the debt further and that the Time Warner business 

is at least growing and not putting extra pressure on AT&T. 

The EBITDA for the 12 months ending 31st of March 2019 

was $58bln. With $169bln in net debt this ends up at a 

NET DEBT/EBITDA ratio of just below 3. And the 

expectation is that by year end it will be decreased to just 

over 2.5. Ratios above 4 are high and will be very 

concerning and are often seen as a red flag that causes 

concern for rating agencies, investors, creditors, and 

analysts. Moreover, the ability to do attractive acquisitions 

will be blocked by a high NET DEBT/EBITDA ratio. 

 

Reasons to buy 

The reasons to buy AT&T are based on the financials and 

the ability of AT&T to achieve long term large shareholder 

returns by being the market leader in the 

telecommunications and the desire to keep on innovating. 

Next to that, in the current uncertain economic landscape 

around the trade war when the S&P is on all time highs, I 

think it makes sense to not just go shopping for small 

undervalued more risky companies. A safe and solid 

dividend play as AT&T can be a good fit for anyone’s 

portfolio at the moment. The EPS forecasts for 2019 are 

around $2.50 which puts the PE around 12. With the 

current S&P PE ratio of above 20 and the safety of the 

AT&T business I think that 12 is not on the expensive side.  

To conclude, the reason to buy AT&T now is a 

combination of the following: 

➢ Safe, stable and high dividend yield of 6.7%. 

➢ Debt is under control and being reduced 

significantly. 

➢ AT&T is worldwide market leader in 

telecommunications and has shown the ambition 

and ability to innovate through large meaningful 

acquisitions. 

➢ The current financial landscape is uncertain, room 

for some defensive stocks.  

Base case for the stock is a small yearly appreciation 

added to the 6.7% yearly dividend. Target price for the 

 



 

  

stock would be 15x PE. At that price I think it makes sense 

to close the position. This would be around $38. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

UPDATE POSTNL (PNL.AS) 

PostNL released their figures before market open last 

Tuesday. The figures and outlook were quite in line with 

expectation. Though the market reacted with a downtick of 

11%. The downtick was strengthened through a global sell 

off. The S&P slipped 2%. Largest daily downtick since 

January. Reasons why PostNL slipped (this much) are that 

they did not really give a positive update around the 

takeover of Sandd that shareholders were wishing for. 

They just said it was going according to plan. The market 

expected more here. They probably expected a statement 

that showed that approval of the takeover was very likely. 

Moreover, PostNL is expecting to invest quite a bit in 2020 

as well. 2020 might also become a transition year for the 

company in case the takeover goes through. This might 

mean that in 2020 the dividend will be skipped as well, 

where the market initially only counted for a dividend skip 

in 2019. This reasoning is quite speculative, but the market 

might reason this way and that could have led to the big 

downtick in the stock price of PostNL. I do not think the 

medium/long term valuation of PostNL needs to be 

updated before we get any significant news or comments 

that point in a certain direction. There is no need to just 

update a target because the market sells off the stock.  

UPDATE ARCELOR MITTAL (MT.AS) 

Mixed results from Arcelor Mittal this morning. Stock went 

down 6% after the figures. Arcelor is blaming Brussel for 

not taking enough action to prevent steel dumping on the 

European markets and consequently is reducing the 

production of steel in Europe. Revenues of the company 

were at similar levels as last year revenues and in line. 

Operational profits were below expectations, caused by 

raising costs of raw material and not increasing the price 

of the end-product. Positive point is that Arcelor upgrades 

Allocation  3.75% 

Recommendation Buy < $32 

Current level  $30.20 

Target level  $38 (+25%) 

Bad case  $26 (-13%) 

Class   A 

 

Execution idea:  

Buy 3.75% of your portfolio now, and an extra 3.75% 

below $27.50 

 



 

  

the forecast of the steel demand from China for this year, 

due to stimulus measures from the Chinese government. 

Next to that, trade talks will have massive influence on the 

confidence in Arcelor. For the moment I am holding off 

increasing the position until I see the right level or a 

decrease in uncertainty around the trade talks.  

UPDATE EARTHSTONE (ESTE) 

ESTE is doing well. There are not many expectations from 

analysts, but the results seemed good. They had a record 

EBITDAX and they see the current oil price as very 

beneficial for the business. The prospects look really good 

and the valuation of the stock is still very low looking at the 

growth the company is going through. Stock went up 8% 

on earnings, but is still very cheap. 

UPDATE DAIO (DAIO) 

DAIO had earnings on April 25th after hours. EPS was in 

line, but the revenue was below expectations and nearly 

20% below last years numbers. Management mentioned 

that some deals and bookings were pushed from Q1 into 

Q2. An effect of weaker demand. Multiple announcements 

from semiconductor companies in last weeks mentioned 

that there has been somewhat weaker demand in Q1. The 

forecasts are that the second half of the year is going to 

be stronger. Obviously, investors did not like the Q1 

results and the weaker demand in Q1 results and sold off 

the share around 10%. As there are no signs of a cyclical 

upturn yet and there remain risks in the macro 

environment (mainly trade talks) I am currently holding off 

with buying more till there is more clearance from the trade 

war. If we drop below $4.50, I might increase the position, 

but there is too much uncertainty now in the markets to 

guarantee this. Next to that, DAIO is a small company and 

the stock price can overreact severely, so I want to be able 

to time the position increase well. 

UPDATE VASTNED (VASTN.AS) 

Q1 earnings were in line and guidance of EPS 2019 of € 

2,00 - € 2,10 was left unchanged. A difficulty currently is to 

find a new tenant for the property at the Rue de Rivoli in 

Paris. This rent is 3.5 to 4% of the total rent of Vastned. 

Partly due to the yellow vests protests it is more difficult 

than initially anticipated to find a good tenant. Yesterday I 

sent out an email about increasing the position in Vastned. 

I do not see any long-term structural problems at Vastned, 

so I followed the execution idea to increase the position. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

  

COMBINED PORTFOLIO 

 
The execution idea column represents the allocation if you would follow the execution idea for 

the stock which often means buying stocks based on the price development. 

OFFENSIVE PORTFOLIO (Deep value/Distressed) 

 

DEFENSIVE/NEUTRAL PORTFOLIO (Safe and Quality) 

 

AUTHOR 

Sven Hubens, owner of Hubens Capital. Traded nearly 8 years 

successfully for Optiver as an option trader. Experienced the 

different ways in which markets can behave. Expert in assessing 

risk rewards. With this newsletter I want to show you some 

insight in favorable risk reward trades for your personal portfolio. 

Especially in the smaller stocks, huge opportunities now and then 

arise. Because of algorithms causing it, or illiquidity, tax loss 

selling, short sellers, etc. 

TRADING LESSON 

“Do not be scared” 

Stick to your trading plan. Do not be scared but reevaluate when 

necessary. Currently a lot of stocks might seem cheap on 

fundamentals, but there is an increased uncertainty around the 

trade talks. Implied and realized volatility rises and the chances 

of getting lower levels to enter the market go up. You want to 

take this into account. But you also want to be ready to set up a 

position when a certain scenario develops. If you expect a stock 

to go to $15 in the worst-case scenario and it happens, you need 

to be willing to take on the position. And not be scared and then 

when the stock bounces back to $17 start to regret not trading. 

Stock Class Execution idea

Aegon (AGN.AS) A <3.75%

Arcelor (MT.AS) B <2.5%

BMW A <3.75%

CATO (CATO) C <2.5%

Data I/O (DAIO) C <5.0%

Earthstone (ESTE) C <5.0%

ETM (ETM) C <5.0%

GameStop (GME) C <3.75%

Macy's (M) B <7.5%

Neways (NEWAY.AS) B <3.75%

PostNL (PNL.AS) B <7.5%

Vastned (VASTN.AS) A <7.5%

AT&T (T) A <3.75%

Lee Enterprises (LEE) C <2.5%

Stock

CATO (CATO)

Data I/O (DAIO)

Earthstone (ESTE)

Entercom (ETM)

GameStop (GME)

Lee Enterprises (LEE)

Stock

Aegon (AGN.AS)

Arcelor (MT.AS)

BMW (BMW3.DE)

Macy's (M)

Neways (NEWAY.AS)

PostNL (PNL.AS)

Vastned (VASTN.AS)

AT&T (T)

 


