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& Joany Page, CFA

A Premium Holding

On Wednesday May 29, we had the chance to sit down with George Paleologou, the CEO of Premium Brands
Holdings Corp (TSX: PBH). PBH is a food processing company that is renowned for its sandwich, meat, protein
and seafood products. As the name implies, they pride themselves on having a collection of premium brands,

with premium products containing quality ingredients.

There is a lot to like about PBH. They have a dividend yield of 2.5%, their net debt to EBITDA on 2019
estimated exit numbers is now about 3x (their comfort level is 4-4.5x), and they grew their adjusted EBITDA
over 60% in just 2 years. Additionally, they recently received a $200 million investment from the Canadian
Pension Plan Investment Board (CPPIB) in exchange for a 7% ownership stake. According to Mr. Paleologou,
having the CPPIB as a long-term partner is a game changer, as it gives them the credibility they need to
succeed in the US. He anticipates that most of their growth in the next five years will originate from the US

and that the market is about 10 times larger than Canada’s.

We were curious to find out whether the traction being gained by meat alternatives such as Beyond Meat
pose a threat to their business. He explained that it is just a matter of time before consumers realize that the
ingredients in those products are chemical intensive, and not comparable to the quality ingredients included
in their own veggie burgers. He stated, “the process of experiencing better food is irreversible.” In other

words, once a consumer tries their high-quality products, they seldom go back to highly processed foods.
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Mr. Paleologou mentioned that the biggest trend observed in their industry is the migration from national
to regional brands. Their business has benefitted from this trend as their brands are regional and their culture
reflects that. Large conglomerates have attempted to acquire regional brands, but their corporate cultures

and centralized operations have prevented them from successfully capitalizing on the brand equity.

We believe that with its strong management team, improved balance sheet, new strategic partner, attractive
business segments, and strong reputation with existing vendors, PBH is well-positioned to continue its growth

trajectory

Disclaimer: Palos Funds are shareholders of PBH.
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Chart 1: Palos Domestic Funds versus Benchmarks (Total Returns) * FundServ YTD Returns
Palos Income Fund L.P. PAL100 $8.57 11.05%
Palos Equity Income Fund - RRSP PAL101 $5.73 9.00%
Palos Merchant Fund L.P. (Dec 31, 2018)° PAL500 $1.82 6.59%
Palos WP Growth Fund - RRSP PAL210 $7.56 6.84%
Palos-Mitchell Alpha Fund (Fund Initiated on Jan 29, 2019) PAL300 $9.84 -1.62%
S&P TSX Composite (Total Return with dividends reinvested) 13.92%
S&P 500 (Total Return with dividends reinvested) 11.94%
S&P TSX Venture (Total Return with dividends reinvested) 8.59%
Chart 2: Market Data ! Value

US Government 10-Year 2.26%
Canadian Government 10-Year 1.58%
Crude Oil Spot US $58.81
Gold Spot US $1,281.00
US Gov't10-Year/Moody BAA Corp. Spread 231 bps
USD/CAD Exchange Rate Spot US $0.7396

1 . .

Period ending May 29, 2019. Data extracted from Bloomberg
2 . .

Fund is priced annually

3 . .
Fund is priced weekly on Tuesdays
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Disclaimer:

This publication is proprietary to Palos Management Inc. (along with its affiliate Palos Wealth Management Inc., “Palos”). This publication may
be copied, downloaded, stored in a retrieval system, further transmitted, reproduced, disseminated, and/or transferred, in any form or by any
means, but only as long as it is unaltered and attributed to Palos. This publication and its contents may not be sold or licensed without Palos’
written permission. The information and opinions contained herein have been compiled or arrived at from sources believed reliable but no
representation or warranty, express or implied, is made or implied regarding accuracy or completeness. The information provided does not
constitute investment advice and it should not be relied upon on as such. If you have received this communication in error, please notify us
immediately by electronic mail or telephone. This document may contain certain forward-looking statements that are not guarantees of future
performance and future results could be materially different. Past performance is not a guarantee of future performance. “S&P” is a registered
trademark of Standard and Poor’s Financial Services LLC. “TSX” is a registered trademark of TSX Inc. The Bloomberg USD High Yield Corporate
Bond Index is a rules-based, marketvalue weighted index engineered to measure publicly issued noninvestment grade USD fixedrate, taxable,
corporate bonds. To be included in the index a security must have a minimum par amount of 250MM.
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