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The Fund may not achieve its objectives. Portfolio holdings may change over time.

The Fund’s historical performance was impacted by gains from IPOs and/or secondary offerings, and there is no 
guarantee that these results can be repeated or that the Fund’s level of participation in IPOs and secondary of-
ferings will be the same in the future.

Definitions (provided by BAMCO, Inc.): The indexes are unmanaged.  The Standard & Poor’s (S&P) North 
American Natural Resources Sector Index is a modified capitalization-weighted equity index of U.S.- traded 
natural resources-related stocks, including mining, energy, paper and forest products, and plantation owning 
companies. The S&P 500 Index measures the performance of 500 widely held large-cap U.S. companies. The 
indexes and the Baron Energy and Resources Fund are with dividends, which positively impact the performance 
results. The Lipper Global Natural Resources Category Average is not weighted and represents the straight 
average of annualized returns of each of the funds in the category. The Fund has been included in the category 
since inception. Source:  Lipper Analytical Services, Inc. Standard Deviation (Std. Dev.): measures the degree to 
which a fund’s performance has varied from its average performance over a particular time period. The greater 
the standard deviation, the greater a fund’s volatility (risk). Sharpe Ratio: is a risk-adjusted performance statistic 
that measures reward per unit of risk. The higher the Sharpe ratio, the better a fund’s risk adjusted performance. 
Alpha: measures the difference between a fund’s actual returns and its expected performance, given its level 
of risk as measured by beta. Beta: measures a fund’s sensitivity to market movements. The beta of the market 
is 1.00 by definition. R-Squared: measures how closely a fund’s performance correlates to the performance of 
the benchmark index, and thus is a measurement of what portion of its performance can be explained by the 
performance of the index. Values for R-Squared range from 0 to 100, where 0 indicates no correlation and 100 
indicates perfect correlation. Tracking Error: measures how closely a fund’s return follows the benchmark index 
returns. It is calculated as the annualized standard deviation of the difference between the Fund and the index 

returns. Information Ratio: measures the excess return of a fund divided by the amount of risk the Fund takes 
relative to the benchmark index. The higher the information ratio, the higher the excess return expected of the 
Fund, given the amount of risk involved.  Upside Capture: explains how well a fund performs in time periods 
where the benchmark’s returns are greater than zero. Downside Capture: explains how well a fund performs in 
time periods where the benchmark’s returns are less than zero. Active Share: a term used to describe the share 
of a portfolio’s holdings that differ from that portfolio’s benchmark index. It is calculated by comparing the 
weight of each holding in the Fund to that holding’s weight in the benchmark. Positions with either a positive or 
negative weighting versus the benchmark have Active Share. An Active Share of 100% implies zero overlap with 
the benchmark. Active Share was introduced in 2006 in a study by Yale academics, M. Cremers and A. Petajisto, 
as a measure of active portfolio management. EPS Growth Rate (3-5 year forecast): indicates the long-term 
forecasted EPS growth of the companies in the portfolio, calculated using the weighted average of the available 
3-to-5 year forecasted growth rates for each of the stocks in the portfolio provided by FactSet Estimates. The 
EPS Growth rate does not forecast the Fund’s performance.  Price/ Earnings Ratio (trailing 12-months): is a 
valuation ratio of a company’s current share price compared to its actual earnings per share over the last twelve 
months. Price/Book Ratio: is a ratio used to compare a company’s stock price to its tangible assets, and it is cal-
culated by dividing the current closing price of the stock by the latest quarter’s book value per share. Price/Sales 
Ratio: is a valuation ratio of a stock’s price relative to its past performance. It represents the amount an investor is 
willing to pay for a dollar generated from a particular company’s operations. Price/Sales is calculated by dividing 
a stock’s current price by its revenue per share for the last 12 months. Historical portfolio characteristics are pro-
vided by Compustat and FactSet Fundamentals. Weighted Harmonic Average: is a calculation that reduces the 
impact of extreme observations on the aggregate calculation by weighting them based on their size in the fund.

This information does not constitute an offer to sell or a solicitation of any offer to buy securities by anyone in 
any jurisdiction where it would be unlawful under the laws of that jurisdiction to make such offer or solicitation. 
This information is only for the intended recipient and may not be distributed to any third party.

Not bank guaranteed, may lose value, not FDIC insured.
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Energy companies can be affected by fluctuations in energy prices and supply and demand of energy fuels. Resources industries can be af-
fected by international political and economic developments, the success of exploration projects, and meteorological events.
 

1 - Industry sector or sub-industry group levels are provided from the Global Industry Classification Standard (“GICS”), developed and exclusively owned by MSCI, Inc. (“MSCI”) and Standard & 
Poor’s Financial Services LLC (“S&P”). All GICS data is provided “as is” with no warranties.  The Adviser may have reclassified/classified certain securities in or out of a sub-industry.  Such reclas-
sifications are not supported by S&P or MSCI.
2 - Source: FactSet SPAR. Except for Standard Deviation and Sharpe Ratio, the performance based characteristics above were calculated relative to the Fund’s benchmark.
3 - As of FYE 12/31/2017

Investment Strategy
The Fund invests mainly in energy and resource companies 
of any market capitalization. Diversified.
 

Portfolio Manager
Jamie Stone joined Baron in 2009 as a research analyst and 
has 30 years of research experience. From 2007 to 2009, 
Jamie worked at Cambridge Investments as a principal and 
director of research. From 2000 to 2007, Jamie worked at 
UBS Securities as a managing director and senior analyst. 
From 1993 to 2000, Jamie worked at Schroder & Co. as a 
senior research analyst and was named managing director in 
1998. From 1988 to 1993, Jamie worked at Kidder, Peabody 
& Co. as a senior research analyst. Jamie graduated from 
the University of Michigan with a B.A. in English Literature 
in 1987.
 

Investment Principles
• Long-term perspective allows us to think like an owner of 

a business

• Independent and exhaustive research is essential to 
understanding the long-term fundamental growth 
prospects of a business

• We seek appropriately capitalized open-ended growth 
opportunities, exceptional leadership, and sustainable 
competitive advantages

• Purchase price and risk management are integral to our 
investment process

 

Fund Facts
Inception Date December 30, 2011
Net Assets $60.33 million
Institutional Shares
CUSIP 06828M850
Gross Expense Ratio 1.42%
Less: Reimbursement of Expenses by Adviser (0.32)%
Net Expense Ratio 1.10%

GICS Sector Breakdown¹

 

GICS Sub-Industry Breakdown¹

Colors of Sub-Industry bars correspond to sector chart above.

Portfolio Facts and Characteristics

Fund
S&P North American Natural 

Resources Sector Index
# of Equity Securities / % of Net Assets 33 / 100.0% -
Turnover (3 Year Average) 38.59% -
Active Shares 85.3% -
Median Market Cap† $7.21 billion $5.83 billion
Weighted Average Market Cap† $17.56 billion $74.43 billion
EPS Growth (3-5 year forecast)† 20.7% 17.7%
Price/Earnings Ratio (trailing 12-month)*† 22.0 17.7
Price/Book Ratio*† 1.8 1.9
Price/Sales Ratio*† 1.8 1.6
* Weighted Harmonic Average 
† Source: FactSet PA – Compustat, FactSet and BAMCO. Internal valuations metrics 
may differ. 
R6 Shares are also available for this Fund.
 

Performance Based Characteristics²
3 Years 5 Years

Since 
Inception

Std. Dev. (%) - Annualized 23.28 21.77 20.27
Sharpe Ratio -0.28 -0.14 -0.11
Alpha (%) - Annualized -8.59 -3.83 -3.45
Beta 1.07 1.08 1.03
R-Squared (%) 81.41 83.59 81.75
Tracking Error (%) 10.13 8.95 8.68
Information Ratio -0.91 -0.48 -0.45
Upside Capture (%) 91.52 103.52 95.60
Downside Capture (%) 128.79 120.73 111.34
 

Top 10 Holdings % of Net Assets
Tesla, Inc. 8.0
RSP Permian, Inc. 7.4
Parsley Energy, Inc. 7.1
Encana Corp. 6.4
Concho Resources, Inc. 6.4
Aspen Technology, Inc. 4.8
Golar LNG Ltd. 4.3
TPI Composites, Inc. 4.0
Halliburton Co. 3.6
Andeavor 3.6
Total 55.6
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The performance data quoted represents past performance. Past 
performance is no guarantee of future results. The investment return 
and principal value of an investment will fluctuate; an investor's shares, 
when redeemed, may be worth more or less than their original cost. The 
Adviser has reimbursed certain Fund expenses (by contract as long as 
BAMCO, Inc. is the adviser to the Fund) and the Fund's transfer agency 
expenses may be reduced by expense offsets from an unaffiliated transfer 
agent, without which performance would have been lower. Current 
performance may be lower or higher than the performance data quoted. 
For performance information current to the most recent month end, visit 
www.BaronFunds.com or call 1-800-99BARON.
You should consider the investment objectives, risks, charges, and 
expenses of the Fund carefully before investing. The prospectus and 
summary prospectus contain this and other information about the Fund 
and can be obtained from the Fund's distributor, Baron Capital, Inc., by 
calling 1-800-99BARON or visiting www.BaronFunds.com. Please read 
them carefully before investing.
 

Performance as of June 30, 2018

Total Returns(%) Annualized Returns(%)

2nd Q 2018 Year to Date 1 Year 3 Years 5 Years 10 Years Since Inception
12/30/2011

Return +    – Return +    – Return +    – Return +    – Return +    – Return +    – Return +    –

BENIX - Institutional Shares 7.84 5.90 12.23 -5.98 -2.56 N/A -1.92
S&P North American Natural Resources Sector Index 12.05 -4.21 5.29 0.61 19.80 -7.57 3.29 -9.27 1.74 -4.30 N/A 1.96 -3.88
S&P 500 Index 3.43 4.41 2.65 3.25 14.37 -2.14 11.93 -17.91 13.42 -15.98 N/A 14.99 -16.91
Lipper Global Natural Resources Category Average 5.14 2.70 0.56 5.34 15.95 -3.72 1.51 -7.49 0.45 -3.01 N/A 0.40 -2.32

The blue shading represents Fund outperformance vs. the corresponding benchmark. The yellow shading represents underperformance.
 

Historical Performance(Calendar Year %)

2012 2013 2014 2015 2016 2017
BENIX - Institutional Shares -5.20 25.63 -12.59 -31.73 28.31 -8.68
S&P North American Natural Resources Sector Index 2.20 16.49 -9.77 -24.28 30.87 1.23
S&P 500 Index 16.00 32.39 13.69 1.38 11.96 21.83
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Top Contributors/Detractors to Performance for the Quarter Ended June 30, 2018
Contributors
• Tesla, Inc. designs, manufactures and sells fully electric vehicles, 

solar products, and energy storage solutions. Shares rose on 
positive management commentary around production ramp, an 
internal letter suggesting production of roughly 3,500 vehicles/
week, and rapid deployment of a new general assembly line for 
Model 3.  A staffing cut boosted confidence in Tesla’s ability 
to meet its goal of finishing the year without needing to raise 
incremental external cash. Lastly, new information on battery 
pricing pointed to a price advantage over competitors.

• Andeavor is an independent refining & marketing company in the 
U.S. Shares climbed after Marathon Petroleum agreed to acquire 
all of Andeavor’s outstanding shares. We think the combined 
entity will capture expanding margins in the southern states and 
benefit from higher distillate demand from the implementation 
of the International Maritime Organization’s new fuel standards. 
We expect shares to benefit from significant cost savings and 
operating synergies from the deal, and continued returns of 
capital to shareholders.

• Encana Corp. is an exploration & production (E&P) company 
with primary operations in Western Canada and Texas. Shares 
rose on Q1 earnings that beat market expectations thanks to 
higher oil prices and realizations. Encana also demonstrated that 
it has secured takeaway for its Permian oil volumes, alleviating 
investor concerns. After undergoing a restructuring over the 
last several years, Encana now has solid positions in two of the 
stronger plays in the Permian and Eagle Ford shale fields, and two 
of the lowest cost natural gas basins in Western Canada. 

 

Detractors
• Flotek Industries, Inc. is a supplier of additives to the global 

oil & gas industry. The company has a proprietary product 
called “complex nano-fluid” (CnF) that increases shale well 
productivity. Shares slumped due to domestic CnF sales that 
missed analyst expectations and lower gross margins in the 
energy chemicals segment. We believe the issues are transitory 
due to the shift in customer mix, and expect sales to resume a 
differentiated growth path. We think the market undervalues 
Flotek’s consumer and industrial chemistry technology segment 
and progress made on cost structure.

• Concho Resources, Inc. is an exploration and production (E&P) 
company focused on the Permian basin in West Texas and New 
Mexico. Shares declined on investor concerns about capacity 
constraints on oil takeaway in the Permian and the impact 
on realizations and ability to grow volumes. We believe this is 
temporary and expect Concho to deliver on its production 
growth plans. Concho is among the best-run mid-cap E&P 
companies with synergies from the integration of RSP Permian, 
and is well-positioned to exploit the deep inventory of drilling 
locations in the Permian, in our view.

• RSP Permian, Inc. is an exploration and production company 
focused on the Permian Basin. Earlier this year, Concho 
Resources announced plans to acquire the company. RSP shares 
declined on investor concerns about the impact of possible 
capacity constraints on the Permian oil pipeline on earnings 
and oil volume growth. We believe these issues are temporary 
and expect the new company to realize synergies and deliver 
its multi-year production growth plans. RSP, which has a strong 
resource base and balance sheet, is improving its operations and 
practicing prudent cost management, in our view.

Contribution to Return¹
By Sub-Industry

 

By Holdings
Top Contributors Average Weight(%) Contribution(%)
Tesla, Inc. 7.06 1.99
Andeavor 3.83 1.10
Encana Corp. 6.10 1.08
TPI Composites, Inc. 3.38 0.92
Aspen Technology, Inc. 4.66 0.75

 

Top Detractors Average Weight(%) Contribution(%)
Flotek Industries, Inc. 2.32 -1.53
Concho Resources, Inc. 6.53 -0.52
RSP Permian, Inc. 7.53 -0.45
Siemens Gamesa Renewable Energy, S.A. 1.55 -0.29
YPF S.A. 0.20 -0.18

 

1 - Source: FactSet PA.

Review and Outlook

While energy related stocks generally outperformed the broader market in the first half of the year (a marked improvement from a year ago), 
their performance could still be considered disappointing for equity investors, since U.S. oil prices rose significantly through the end of the second 
quarter. As we have noted in past letters, the ongoing disconnect between the recovery in oil prices and the shares of oil-related companies is 
somewhat unprecedented in our nearly 30-year career investing in the Energy sector. While it has been a source of concern for us, we believe the 
disconnect will be corrected over time as investors gain faith in the sustainability of recent prices and in companies’ abilities to translate higher 
prices into a better combination of growth, balance sheet strength, and returns on invested capital.
We believe recent gains in oil prices have been driven largely by improved global oil supply/demand balances. U.S. and global inventories continued 
to decline in the first half of 2018, while demand continued to grow strongly as global economic growth remained robust. At the same time, oil 
markets have begun to fear the potential for a sharp decline in Iranian oil exports following President Trump’s decision to withdraw from the Iranian 
nuclear deal and reimpose sanctions on Iran and its business affiliates.
While we believe oil markets are likely to be volatile in the coming months as investors contend with competing narratives on the supply side, 
we continue to view the outlook for investing in energy and resource related stocks as favorable. Despite volatility on the horizon, we believe oil 
markets are in the best shape they have been in for nearly five years, with inventories below five-year averages and likely to continue falling through 
the end of the year. Global economic growth remains strong despite fears of a potential trade war and rising interest rates. Individual company 
prospects for solid earnings and cash flow growth, combined with spending restraint, are leading to attractive valuations for most oil & gas related 
equities, in our view, and a clear and growing preference by managements and boards of directors to return cash to shareholders should be good 
for equity returns.
We continue to view the growing disparity between the fundamentals that drive equity prices and actual equity prices as an investment 
opportunity, and we remain more convinced than ever that the improvement in underlying industry fundamentals, such as improved oil supply/
demand balances, falling inventories, strong natural gas demand, rising U.S. drilling/completion activity, solid production growth, and disciplined 
(yet growing) capital spending are all conditions that should enable companies to post improved earnings, cash flows, and returns. We are also 
increasingly convinced that certain trends within the alternative/renewable energy industry, such as wind power, battery storage, distributed 
generation, and AI also offer interesting investment opportunities. We believe our Fund is very well positioned to capture these opportunities.
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When reviewing performance attribution on our portfolio, 
please be aware that we construct the portfolio from the 
bottom up, one stock at a time. Each stock is included in the 
portfolio if it meets our rigorous investment criteria. To help 
manage risk, we are aware of our sector and security weights, 
but we do not include a holding to achieve a target sector 
allocation or to approximate an index. Our exposure to any 
given sector is purely a result of our stock selection process.
 

Quarterly Analysis
Baron Energy and Resources Fund was up 7.84% in the second 
quarter, yet trailed the S&P North American Natural Resources 
Sector Index by 421 basis points as the positive impact of relative 
sector weights was overshadowed by negative stock selection.

Renewable Energy investments and meaningfully lower exposure 
to the lagging Materials sector contributed the most to relative 
results. Renewable Energy investments, which are concentrated 
in the Utilities, Information Technology, Consumer Discretionary, 
and Industrials sectors, outperformed in the quarter, led by Tesla, 
Inc. and TPI Composites, Inc. Tesla was the largest contributor to 
absolute performance after its stock price appreciated 28.9% in the 
quarter, while shares of composite wind blade manufacturer TPI 
rose due to a multi-year supply agreement with a new customer, 
ENERCON. An upward revision in UBS’s post-2020 U.S. wind 
installation forecast also acted as a catalyst for the stock. Within 
Materials, lack of exposure to poor performing paper packaging, 
gold, metals & glass containers, and copper stocks added 169 basis 
points to relative results. However, this positive effect was negated 
by the underperformance of the Fund’s only holding in the sector, 
specialty chemicals supplier Flotek Industries, Inc.

Investments in Energy accounted for the majority of the Fund’s 
underperformance in the quarter. Stock selection in oil & gas 
exploration & production detracted 378 basis points from relative 
performance as investments in the sub-industry failed to keep 
pace with those in the index. Weakness came mostly from the 
underperformance of the Fund’s sizeable positions in RSP Permian, 
Inc., Concho Resources, Inc., and Parsley Energy, Inc., which all 
operate in the Permian basin in West Texas. These companies 
saw their shares underperform due to investor concerns about 
capacity constraints on oil takeaway in the Permian and the 
impact on realizations and ability to grow volumes. We believe 
this is temporary and expect these companies to deliver on their 
production growth plans. Significantly lower exposure to integrated 
oil & gas stocks, which were up more than 15% in the index, and 
underperformance of YPF S.A. detracted an additional 100 basis 
points from relative results. YPF is an integrated oil & gas company 
developing conventional and unconventional hydrocarbon 
fields in Argentina. Shares slumped on Argentina’s challenging 
macroeconomic conditions, devaluation of its currency, and YPF’s 
plans to temporarily freeze fuel prices to help address inflation. 
We think Argentina remains committed to fuel price liberalization, 
which we think creates an attractive growth opportunity for its 
Energy sector. YPF is leading the efforts to unlock 
the value of Argentinean unconventional oil and 
gas resources, arguably the best shale resource 
outside of North America.

Quarterly Performance Attribution¹

 

Sector Average Weights(%) Consumer 
Discretionary Energy Industrials Information 

Technology Materials Utilities

Baron Energy and Resources Fund 7.06 76.37 4.93 5.98 2.32 1.34
S&P North American Natural Resources Sector Index - 82.68 - - 17.32 -
Over/Underweight 7.06 -6.32 4.93 5.98 -15.00 1.34
Total Return(%)
Baron Energy and Resources Fund 28.87 8.82 13.36 10.53 -47.05 -8.43
S&P North American Natural Resources Sector Index - 14.79 - - 0.05 -
Relative Return 28.87 -5.96 13.36 10.53 -47.09 -8.43

 

One-Year Performance Attribution¹

 

Sector Average Weights(%) Consumer 
Discretionary Energy Industrials Information 

Technology Materials Utilities

Baron Energy and Resources Fund 7.80 76.50 3.81 5.53 3.04 1.72
S&P North American Natural Resources Sector Index - 81.57 - - 18.43 -
Over/Underweight 7.80 -5.06 3.81 5.53 -15.39 1.72
Total Return(%)
Baron Energy and Resources Fund -5.16 19.02 43.23 40.40 -63.84 -14.44
S&P North American Natural Resources Sector Index - 23.47 - - 4.20 -
Relative Return -5.16 -4.45 43.23 40.40 -68.04 -14.44

 

Return calculations for the Portfolio are transaction based and are calculated from the underlying security-level data; they may not correspond with published performance information based on NAV per 
share.
1 - Attribution analysis for other periods or versus another index will be provided upon request. Source: FactSet PA.
2 - Fund total returns include cash, fees and unassigned securities.
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Top 10 Holdings as of June 30, 2018

Company Investment Premise

Aspen Technology, Inc. (AZPN) sells 
a suite of optimization software for 
companies in the process industries. Its 
software improves competitiveness and 
profitability by increasing throughput 
and productivity, reducing operating 
costs, enhancing capital efficiency, and 
decreasing working capital requirements.

We believe Aspen is a high quality business with a long runway 
for 10% organic growth. The company has greater than 90% 
recurring revenue, best-in-class retention rates, margins in the 
high-40%s and expanding toward 50%, and outstanding free 
cash flow generation that we think it will likely use for repur-
chases and bolt-on M&A.

Golar LNG Ltd. (GLNG) is engaged 
in transportation and regasification 
of Liquefied Natural Gas (LNG). Golar 
owns and operates a fleet of LNG ves-
sels and floating regasification units. 
Golar is also developing its floating 
liquiefaction units (FLNG) ans is now 
operating its first FLNG-Hilli.

We expect a favorable environment in the LNG shipping market 
over the next 5 years due to strong LNG demand. With Hilli FLNG 
proof of concept, we expect Golar to convert more of its old vessels 
into floating liquefaction units at potentially attractive returns. We 
believe Golar is trading below its asset value and can create signifi-
cant equity value and capture a larger portion of the LNG supply 
chain over time with its floating LNG projects in West Africa, Gulf 
of Mexico, and integrated gas/power projects in Latin America.

TPI Composites, Inc. (TPIC) is the 
largest U.S.-based independent 
manufacturer of composite wind 
blades for the high-growth wind en-
ergy market. The company provides 
wind blades to the industry’s leading 
OEMs, including GE Wind, Vestas, 
Gamesa, and Nordex/Acciona.

The wind industry is shifting to a predominantly outsourced wind blade 
manufacturing model in order to achieve more cost effective production. 
We believe TPI is well-positioned to capitalize on this global industry 
trend, as well as the growth trends of the wind industry. The company has 
long-term supply agreements with customers that provide contracted 
volumes allowing for significant revenue visibility. TPIC expects to have 37 
molds under long term contract at year end, and plans to grow revenues 
and EBITDA at a 22% and 30% CAGR respectively through 2019.

Halliburton Co. (HAL) is a lead-
ing provider of oilfield services 
and equipment to the global 
energy industry.

We think Halliburton has a well-thought-out growth strategy 
that includes leveraging its industry-leading position in uncon-
ventional resource development, growth from servicing mature 
fields, and expanding expertise in deepwater field development. 
While markets continue to be challenged by low oil prices, we ex-
pect its business to grow as the industry stabilizes and recovers. 
We think future capital needs will be modest, yielding an increase 
in free cash flow.

Andeavor (ANDV) is a refiner and 
marketer of petroleum products. It 
operates through three segments: 
Refining, Marketing, and Andeavor 
Logistics. Marathon Petroleum an-
nounced in April that it would acquire 
Andeavor, forming the largest inde-
pendent U.S. refinery by capacity.

We believe the combined Marathon/Andeavor entity will have 
advantageous cost access to crude in the Permian, Mid-Con-
tinent, and the West Coast. We see underappreciated value of 
non-refining segments particularly midstream and retail. We 
expect shares to outperform as the combined entity realizes the 
value of synergies and unlocks the value of its logistics MLPs. 
Marathon/Andeavor both continue to return cash to shareholders 
and still sell at a discount to our sum-of-the-parts valuations.

Company Investment Premise

Tesla, Inc. (TSLA) manufactures 
purely electric automobiles, energy 
storage, and solar solutions. It offers a 
sedan (Model S), a CUV (Model X), and 
battery-based energy storage. Tesla 
is now producing and delivering its 
highly anticipated lower cost vehicle, 
Model 3, with a base price of $35,000.

In our view, Tesla could continue to grow its business rapidly at 
least through 2020. We believe its strong engineer talent pool, 
first mover advantage, scale with its existing facilities, $5 billion 
Giga battery plant, solar activity, and recognized brand could 
potentially result in a market capitalization of $100 billion in five 
years and more thereafter. We find the more than 450,000 pre-
orders for its new Model 3 to be a testament to the strong brand 
Tesla has built in its short existence.

RSP Permian, Inc. (RSPP) is an inde-
pendent exploration and production 
company with 92,000 net acres in 
the core of the Permian Basin in West 
Texas. The company was formed in 
2010, and its properties are largely in 
the Midland and Delaware sub-areas 
of the greater Permian.

Concho Resources recently announced the acquisition of RSP Permian. 
We think the combined entity will offer industry-leading production 
growth and exposure to some of the best acreage in the Delaware and 
Midland sub-basins. RSP Permian should benefit from ongoing improve-
ments in operating results, coupled with lower costs and the ability to 
generate high double-digit production growth. Its acreage is largely in 
the core of the basin, where multi-zone development potential is great-
est and where the most productive wells are likely to be drilled.

Parsley Energy, Inc. (PE) is an 
independent oil & gas exploration & 
production company that owns and 
operates 227,000 net acres in the 
Permian Basin in West Texas. Parsley 
was founded in 2008, and its properties 
are largely in the Midland and Delaware 
sub-areas of the greater Permian.

Much of Parsley’s acreage is in areas we consider highly economi-
cal for horizontal well development across multiple geological 
horizons. The company has grown rapidly in the last several 
years, and should, in our view, continue to grow its production 
and cash flows as it focuses on drilling its deep, 30-plus year 
inventory of horizontal well locations. We expect shares to out-
perform as the company executes operationally on its acreage, as 
well as unlocks the value of royalty interests.

Encana Corp (ECA) is a lead-
ing Canadian exploration and 
production (E&P) company with 
main operations in the Montney 
and Duvernay basins in Western 
Canada as well as the Permian 
and Eagle Ford basins in Texas.

After restructuring for several years, Encana now has strong positions 
in two attractive oil resources in the Permian and Eagle Ford basins 
and the lowest-cost, liquids-rich natural gas resource plays in Western 
Canada. Encana has also improved its cash margins by shifting to liq-
uids production and by successfully executing its marketing strategy. 
In our opinion, Encana is one of the most attractively valued E&Ps, and 
we believe investors still underappreciate the company’s long-term 
growth and returns potential in the Permian and the Montney plays.

Concho Resources, Inc. (CXO) 
is an independent oil and natural 
gas company engaged in the ac-
quisition, development, exploita-
tion, and exploration of properties 
focused on the Permian basin in 
West Texas and New Mexico.

Concho Resources announced its acquisition of RSP Permian in March 
2018. We think the combined entity could offer industry-leading produc-
tion growth and exposure to some of the best acreage in Texas and New 
Mexico. Concho should benefit from scale and synergies resulting from the 
deal, in addition to its own ongoing improvements in operating results and 
the ability to generate high double-digit production growth. Its acreage is 
largely in the core of the basin, where multi-zone development potential is 
greatest and where the most productive wells are likely to be drilled.
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We invest  in  people — not just  build ings

Long-Term Investors • Research Driven
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