
 
 

6 3 3  C H E S T N U T  S T R E E T  | S U I T E  8 2 0  | C H A T T A N O O G A ,  T N  3 7 4 5 0  | P H :  4 2 3 . 8 2 6 . 0 9 4 4  | F A X :  4 2 3 . 8 2 6 . 0 9 4 9  

February 25, 2013 

 

 

FIND A NEED AND FILL IT 

 

Here is a simple question: what if the large majority of people engaged in commerce, business and 

investment are taking the wrong approach right out of the gate?  We can all recognize that many people 

are motivated to act on the basis of “getting” something.  That something people try to “get” can range 

from the material to the emotive, i.e., from a new car to the admiration of peers.  Ludwig Von Mises 

explained it well in his book Human Action, in our opinion, when he stated that the cause of human action 

is owed to a feeling of unease.   

 

“Acting man is eager to substitute a more satisfactory state of affairs for a less satisfactory. His mind 

imagines conditions which suit him better, and his action aims at bringing about this desired state.  The 

incentive that impels a man to act is always some uneasiness.” 

 

Therefore, this relative unease in a person may help explain, why they do, what they do, i.e., the means 

and the ends.  The specific why’s and what’s depend on the individual and what they assign the highest 

values to in their life. With that said, most people toil in the hopes of getting that one thing, or even the 

several things that will calm their own personal state of unease.  Some are successful, some are not, and 

many who are driven solely to get money may discover the irony that it eludes them the most.  The reason 

for this is simple.  The individuals who are most successful in the free-market system are those who best 

address and calm the unease in their fellow man, not themselves.  In sum, the individual focused on 

giving rather than getting is the one most likely to create value for others.  For this individual it is seeing 

the value they create for others that represents the reward, although great material wealth often coincides 

with success in addressing the needs of others in the market economy.  Taken in this light, entrepreneurs 

and innovative businesses are expressions of generosity.  Entrepreneurs give the full breadth of their 

minds, skills, hours, and talents to the market in the hopes of delivering a good or service that is better 

than the present experience of their customer.  Entrepreneurs pool all the resources they can discover in 

themselves and coordinate the talent they see in partners to address the needs of someone they probably 

do not know or have even met.  This discussion is easily surmised by a piece of advice a young John 

Templeton received from his parents when discussing how to start a business, “find a need, and fill it.”  

This later prompted him to deliver wealth to the masses as a pioneer in both global investing and the 

mutual fund industry.  Henry Ford set out to manufacture an automobile that every man could afford, and 

was not only successful in meeting this need, but also forever changed manufacturing processes.  Sam 

Walton’s goal was to lower the cost of living for Americans, and thereby increase their standard of living.  

Steve Jobs connected humanity through personal computing that was easy, intuitive, and broadly 

universal.  Even a brief review of these entrepreneurs (and many others) and their biographical 

information quickly reveals a pattern of pouring all of their talents, or giving themselves over to a singular 

goal of improving the lives of others.  We feel that one of the most important observations we can share is 

that each of the entrepreneurs described above (and countless others) introduced a new idea, product, or 

service that improved the lives of their end user.  In each instance the entrepreneur takes a group of 

people and leaves them better off than they found them, often raising their productivity.  This is the basis 

of progress for human beings.  When we find large collections of people engaged in this behavior, an 

entire society will likely progress.  Conversely, when not enough people are engaged in this behavior, 

progress may stagnate.  This is, in our view, the simplest explanation for the dramatic increase in the 

standard of living experienced across the United States during the twentieth century. 
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Realistically speaking not everyone can achieve the heights of the aforementioned innovators.  However, 

since we understand that an orientation towards meeting the unmet needs of others is a prerequisite to a 

truly sustainable wealth creating business, we cannot help but pay attention when we run across a 

bargain-priced business that displays these characteristics. 

 

In January of 2008, Ratan Tata, CEO of Tata Motors (based in India) unveiled his firm’s longstanding 

goal of producing a car that was in reach for the middle class of India.  Dubbed the “Nano”, this car 

would cost approximately $2,500 in USD, and would seat four passengers, meet safety and emission 

requirements, and offer cabin space 21% larger than the smallest car on the market.  In the 2008 press 

release, Mr. Tata explained why he challenged his firm and engineers to produce the Nano, “I observed 

families riding on two-wheelers – the father driving the scooter, his young kid standing in front of him, 

his wife seated behind him holding a little baby. It led me to wonder whether one could conceive of a 

safe, affordable, all-weather form of transport for such a family. Tata Motors’ engineers and designers 

gave their all for about four years to realise this goal.”  As captivating as the Nano’s release was at the 

time several years ago (and also indicative of the firm’s culture and mission) a simultaneous corporate 

move has since stolen the show.   

 

The firm’s 2008 acquisition of Jaguar Land Rover has proven to be the medium through which Tata’s 

culture of innovation is thriving, particularly in the emerging markets.  It seems that instilling the same 

spirit of innovation and new product releases into a longstanding luxury brand has proven a recipe for 

success.  We believe however, that the stock market remains unwilling to assign little recognition of these 

intangibles to the company’s valuation. We also believe that it is generally disregarding the long-term 

backdrop for secular growth in markets such as its native India, or nearby China, where car density on a 

per capita basis remains remarkably low versus developed markets.  We suspect that the equity market 

remains fixated on near-term cyclical factors, including a depressed local economy in India, and the 

broader specter of cyclical volatility across the global economy.  Similarly and although Tata Motors has 

famously eschewed the crony-style institutional backdrop of Indian commerce, knowledge of this 

environmental risk (i.e., pessimism on India generally and its effect on realizing economic potential) may 

also factor into the market’s calculus and play some role in relative valuation.  Nevertheless, the 

mismatch between growth, profitability, and relative valuation is noticeable.  Namely, the disparity 

between a valuation ranking below the industry average, paired with growth, profitability and secular 

potential that ranks among the highest in the industry provides a disequilibrium that seems unlikely to 

persist over the next several years.  Insofar as Tata’s strong fundamentals are underpinned by the latter 

variables (market opportunity combined with operational/competitive excellence), then we believe the 

valuation should eventually reflect these fundamentals.  To summarize the above, we can distill our 

thinking into two simple statistical illustrations.  The first table on the following page shows Tata Motors 

ranking across the global auto industry in regards to profitability. The second table shows the firm’s 

ranking across the global auto industry on the basis of valuation multiples. 
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Source:  Bloomberg 
*Due to the varying  treatment of R&D (expense vs. capitalization), we present FCF to Sales, and use the Jaguar Land Rover standalone FCF and 

sales to make the most direct comparison to global peers 

 

As we can see in the above data, Tata ranks first or second across the board in measures of 

growth and profitability.  Turning to the data below, we see quite a different portrayal in the 

stock market, where Tata ranks in the bottom 1/3 of its global peers. 

 

 
 
Source:  Bloomberg 
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It strikes us as a matter of common sense that these statistical relationships are too far out of line to persist 

indefinitely.  Our bargain perspective depends much upon the underlying factors of recent success at Tata, 

and to what degree they are sustainable towards driving future levels of growth, profitability, and cash 

flow.  On this matter, we return to our earlier discussion on the role of innovation, and the firm’s desire to 

efficiently address the needs of the market, and particularly the needs of the emerging market consumer.  

If the firm’s recent success is at least somewhat attributable to its host of new releases such as the Range 

Rover Evoque, then planned releases over the next several years within the Jaguar Land Rover line 

provide reason to remain optimistic.  One such anticipated innovation is the introduction of additional 

aluminum content which lowers vehicle weight and increases fuel efficiency which is welcome in the face 

of stubbornly high gasoline prices.  Additionally, in the event that the domestic Indian market shows 

recovery for the firm’s heavy truck market over coming years, then we believe the valuation would 

receive additional support.  Another key reason for optimism regarding Jaguar Land Rover’s high levels 

of profitability relates to the consolidation of brands in the luxury auto space, which shows a much higher 

concentration of market share in among a handful of companies (i.e., Lexus, Mercedes, BMW, etc.) 

Finally, for a stock market that focuses so intently on fundamental results over the next quarter, we must 

not lose sight of the sheer size of the long-term market opportunity in store for auto-producers who best 

meet the needs of the emerging market consumer. 

 

 
Source: World Bank 

 

On this note, Tata’s recent quarterly release showing that Jaguar Land Rover sales to China increased 

74% in the recent month of January reiterates the long-term potential captured in the preceding 

illustration.  In the meantime, apprehension over the near-term outlook for the Indian vehicle market, and 

the broader global economy weigh on the stock.  We suspect that when we weigh the longer-term 

fundamentals of the emerging market vehicle demand, and the bottom-up components of Tata’s success, 
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that the market is currently too pessimistic.  As supporting evidence we find some potential for a margin 

of safety as we recognize that the firm’s forecasted EV/EBITDA of 3.6x (FY 3/14), closely approximates 

its valuation low of 3.5x taken over the past five years. 

 

We thank you for your continued interest, and wish you happy bargain hunting. 

 

 

Lauren C. Templeton             Scott Phillips 

 

 
Principal & Portfolio Manager                                    Portfolio Manager 

 

 

 

 

Disclosures: 

 
Past performance is not indicative of future results.  This is not an offer to sell, or a solicitation of an offer to 

purchase any fund managed by Lauren Templeton Capital Management (“LTCM”). Such an offer will be made only 

by an Offering Memorandum, a copy of which is available to qualifying potential investors upon request.  An 

investment in a private fund is not appropriate or suitable for all investors and involves the risk of loss.  

 

LTCM reserves the right to modify its current investment strategies and techniques based on changing market 

dynamics or client needs.  It should not be assumed that any of the characteristics discussed were or will prove to be 

profitable, or that the investment recommendations or decisions we make in the future will be profitable.  The 

information provided in this report should not be considered a recommendation to purchase or sell any particular 

security. There is no assurance that any securities discussed herein will remain in the Fund’s portfolio at the time 

you receive this report or that securities sold have not been repurchased. The securities discussed may not represent 

the Fund’s entire portfolio and in the aggregate may represent only a small percentage of an account's portfolio 

holdings.  It should not be assumed that any of the securities transactions, holdings or sectors discussed were or will 

prove to be profitable, or that the investment recommendations or decisions we make in the future will be profitable 

or will equal the investment performance of the securities discussed herein.  Recommendations from the past 12 

months are available upon request.  
 

 

LTCM is a registered investment adviser.  The fee schedule for LTCM’s investment advisory services with respect 

to the Fund is stated in the Offering Memorandum.  The Fund will also incur other operating expenses such as 

administration fees, audit fees and legal fees which will reduce the performance of the fund.  More information 

about LTCM can be found in Form ADV Part 2 which is available upon request.  LTF-13-06 

 

 

 


