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Exclusive Interview: Insights into 
Value Investing in Brazil by Tito Avila 
and Mathias Wagner 
We are pleased to share with you our recent interview with 

Tito Avila and Mathias Wagner, partners of LIS Capital, a 

value investment firm based in São Paulo, Brazil.  

Tito and Mathias have authored an article  entitled, “Value 

Investing in Latin America: Adaptability and Survivorship”, 

available  to members on the MOI Global website. 

Tito was an instructor at Best Ideas 2018 and presented an 

investment thesis on Unipar Carbocloro (Brazil: UNIP3). 

Tito and Mathias may be reached at tito@liscapital.com.br 

and mathias@liscapital.com.br, respectively. We will be glad 

to provide an introduction if desired. 

 

MOI Global: Please tell us about your background and the 

genesis of LIS Capital. 

Tito Avila and Mathias Wagner: We had previously all 

worked together for years in a value shop in Brazil, with a 

ten-year-long and respectful track record. We really enjoyed 

working together and wanted to make some adjustments to 

the value investing practices that we had grown used to. 

Luckily, that feeling was common among all of us, and that́ s 

how we decided to kick off LIS Capital together, starting by 

managing our own money.  

Rather than just replicating what we were doing before, we 

took some time to dig into the mistakes and successes we had 

accumulated, to talk to other managers we admire and study 

a lot of best practices implemented around the industry – 

something we try to continuously do to this day. Some 

insights we had during this search are deeply rooted in our 

investment philosophy and processes. Among these, I´d say 

the most important one is being intellectually humble, 

understanding that we potentially do just as many mistakes 

as others. Indeed, you can track several of our investment 

policies back to that premise. For example, our hedge 

strategy and our focus on processes are clearly tools to 

minimize our biases and protect us from things we know that 

we don´t know. We take very seriously the famous quote 

attributed to Benjamin Graham that “investing isn’t about 

beating others at their game. It’s about controlling yourself at 

your own game.” We also concluded that we had better adapt 

some traditional value -investing principles when dealing 

with the Brazilian and other Latin-American countries reality 

- namely scanty stock markets, and less stable  economies. 

MOI: How do you define your investment universe?  

Avila and Wagner: We wrote in a recent MOI article  how 

Latin-American markets are much smaller than the US. In 

this sense, we are very careful adding up restrictions over our 

investment universe. Also, because our markets have a 

higher tendency towards instability, opportunities present 

themselves in different ways, and we understand that having 

the tools to make investments under alternative approaches 

adds value in the pursuit of long-term satisfactory returns. In 

practical terms, this means we are agnostic regarding 

company size and industry and seek for margin of safety 

either in cheap, decent companies, or in well-priced, value 

compounding machines. That said, however, we are not very 

enthusiastic of state-controlled businesses.  

We do work exclusively within the LATAM markets, though. 

Since we have accumulated knowledge and experience with 

them through the years, we believe we can generate 

sustainable abnormal returns by sticking to our circle  of 

competence. Besides, because of the different economic 

cycles of each country in this universe, we understand there 

is a valuable diversification factor versus investing only in 

Brazil, for example. 

MOI: How do you generate ideas?  

Avila and Wagner: We have quite  a few sources wherefrom 

to derive initial ideas. One of them is a proprietary screening 

tool we run regularly that ranks all the companies according 

to qualitative and quantitative variables based on our criteria. 

We specifically pay a closer attention to early signs of a 

business improving in some front that the market hasn’t 

priced in already. We also follow several other investors that 

we respect and read all sources of relevant material, as well. 

MOI has been a great source for that, by the way. 

Since we have been studying businesses for a while  now, 

chances are we have some previous knowledge about 

whatever company we are analyzing. It helps with 

prioritizing ideas when you know their governance history, 

people in the industry you can talk to, what lead the company 

to underperform in the past, which investor is selling and 

why, and so on. Since time is one of our most valuable 

resources, we are always trying to be very cognizant of how 

we spend ours. Recognizing clues in the early stages of the 

research process that a company will not make it to the 

portfolio is a very important skill in order not to waste 

precious time. Prior industry or company-specific knowledge 

can be of great value in that sense.  

MOI: In your Q3 2016 letter, you wrote that you seek 

opportunities in both “good” companies and “second-tier” 

companies: “Having the ability and flexibility to switch over 

between these two types of investment is very valuable for 

different reasons in our judgment. By broadening the 

possibilities for capital allocation, we increase the chances of 

finding good investments with a low probability of capital 

loss, which in itself is powerfully valuable in order to 

https://moiglobal.com/value-investing-latica-america-adaptability-survivorship/
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improve long-term returns. Also, the flexibility to balance the 

portfolio between investments of different natures allows us 

to take better advantage of the economic and market cycles, 

which are especially frequent and vigorous in Brazil.” Would 

you please elaborate on your key stock selection criteria? 

Avila and Wagner: We touched on this briefly before. A 

perfect investment is one that gathers three main features: it́ s 

cheap (price), it´s good (quality) and it has a low risk of 

unpredictable , non-business-related losses (good 

governance). We break each of these down into several 

categories, but that is the bulk of it. Unfortunately, one can 

only find companies that score well in all three in extremely 

depressed market circumstances, which are rare. Most 

commonly, we are juggling between them, and are typically 

invested in stocks that have good price and/or quality, and a 

minimally acceptable governance structure – as was the case 

with Unipar, which we presented at the MOI Global 2018 Best 

Ideas Conference – or good quality and governance, with a 

less-than-optimal price.  

Here again, we rely heavily on processes to restrict us from 

allocating too much capital in one company that has a severe 

hindrance in any of these features or having too many 

investments that have a similar kind of risk. For example, if 

we have many stocks with a low score on price, our portfolio 

tool will suggest carrying more cash to reduce the portfolio 

potential downside, and/or to increase our levels of hedging 

if we see the whole market lacking options with that kind of 

cheap profile . 

MOI: What sources of competitive advantage have you 

found to be most durable? 

Avila and Wagner: We don’t find any one source of 

competitive advantage to be particularly more durable than 

others in general. One peculiarity we have observed though 

is that, since we have such inefficient and bureaucratic 

economies and unstable politics in Latin America, companies 

that have developed competitive moats tend to keep them 

longer than one would expect. New incumbents, even (or 

specially) foreign ones with large pools of capital, lack a map 

to navigate our ever-increasing logistic, tax and political 

complexities and usually end up moving out of the country 

or being sold to a local player after years of negative results. 

We´ve seen it happen often in the banking, food, IT, clothing 

and several other industries throughout the years. It is a 

twisted version of the network effect advantage, where it is 

really hard for those who haven´t yet learned the boundaries 

of the competitive landscape to offer good enough value 

propositions to make customers switch from the established 

providers. 

MOI: When it comes to equity analysis, how do you assess 

the quality and incentives of management? Which CEOs do 

you admire most? 

Avila and Wagner: We are strong believers in the power of 

incentives, so we want to make sure that these are well 

aligned with value creation in the companies we so choose to 

deploy capital. It is so common to see poorly designed 

incentives, such as bonuses based on growth in sales or just 

EBITDA, without considering the proper counterpart in 

invested capital, which may end up destroying value over 

time. Mr. Galló, long-time CEO at Lojas Renner, which was 

the first true corporation listed in the Brazilian Stock 

Exchange and now is the leading retailer in the country, is an 

example of someone we admire and has always over-

delivered under a value-creating set of incentives. According 

to himself, much of the company success is due to the 

discipline to follow processes and not fall into temptations, 

much aligned with our own way of thinking at LIS.  

In Latin America, we also have a greater proportion of 

family-owned businesses. These require special attention 

since they are often not professionally managed, do not have 

a significant part of compensation based on value creation 

and are more prone to having low governance standards and 

neglect minority shareholders rights. On the other hand, the 

relationship that owners have with their companies is usually 

much more cautious and focused on the long-term. In either 

case – corporation or family-owned – one way to access the 

quality of the management is by comparing their speech with 

their actions through time and talk to other knowledgeable 

sources to make sure we are not misinterpreting our takes on 

the managers. Mr. Setúbal, just-retired but previous long-

time CEO at Banco Itaú, the biggest bank in Latin-America 

and still family owned to this day, is also someone we admire 

profoundly and an example of a manager that has thrived in 

a company with such characteristics.  

MOI: Do you typically seek dialogue with the management 

teams of your investee companies? What is your view of the 

potential opportunities and hurdles to “activist” investing? 

Avila and Wagner: Yes, we find it important to build a direct 

dialogue with the people running the company so to assess 

whether they have what we judge to be a realistic diagnosis 

of the companies’ qualities and deficiencies and to make sure 

they are mindful of what must be done. In the end, we must 

be able  to answer to ourselves whether we trust the character 

and the capacity of those running the company. 

We do not use those talks to build our investment case, 

though – we´ve had our share of disappointments with 

unfulfilled and misleading promises in the past. And we also 

do not believe ourselves to be properly activists, as we do not 

assume that we know better than the managers, who have 
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been working there for years, how to unlock value in a 

company. What we do, however, is to make sure that we have 

our minority shareholders rights enforced, jointing and 

coordinating other shareholders when needed, for example. 

MOI: Which aspects of the investment landscape in Brazil do 

you believe are overlooked or misunderstood by foreign 

investors? 

Avila and Wagner: This is hard because we have to be a little  

presumptuous and assume we know how foreign investors 

see Brazil, as a whole. What we have observed in the past is 

active foreign managers allocating money in Brazil when the 

country is doing well, only to take it out when the projected 

upward trend falters and expected returns don´t monetize. 

This increased cyclical nature of our economy, which is 

inexorably reflected on the stock market, demands an extra 

dose of serenity and staying power from the investors so to 

avoid fleeing the market at the worst moments and locking-

in significant losses. 

It is also likely that the resilience of economic moats of local 

companies are underestimated, because of the complexities 

we described previously. Industry leaders do outperform the 

economy in downturns and normally come out of crisis 

stronger since part of its competition is eliminated in such 

circumstances, but that is probably even truer in Brazil. 

MOI: Would you describe a case study that reflects your 

investment approach? 

Avila and Wagner: As we previously mentioned, we prize a 

lot for the flexibility of being able  to allocate capital into 

distinct types of investments. Hence, perhaps it is better to 

tell about two investments that best exemplify those distinct 

sorts of investments that we mean.  

Our stock purchase from São Carlos Empreendimentos 

(SCAR3:BZ) is one that best fits the mold of an investment in 

a company that was being valued by the market at a 

significant discount to its re placement cost, but not 

necessarily a company that compounds true economic value 

over time. São Carlos is one of Brazil’s leading commercial 

property investment and management companies, controlled 

by JP Lemann. M. Telles and Beto Sicupira, the same 

controllers of AB InBev - very result-driven and honest 

people. It is specialized and has a great track record in 

acquiring large corporate towers that are functioning in an 

inefficient manner for an undervalued price, resolving these 

inefficiencies and bringing in new tenants in order to increase 

profitability and then selling these properties at higher prices. 

We like to think of them as active properties value investors, 

to whom we were able  to become partners at a very low price 

due to a general depressed stock market mood, and 

specifically so in the real estate and properties segments. Its 

price has since been converging to what we judge to be its fair 

value.  

As to our investment in Localiza (RENT3:BZ), a car and fleet 

rental company, this one is closer to a  true money 

compounding machine that we had been analyzing and 

looking up to for some time, but for what pricy valuation we 

were not willing to pay. Then again, it finally came the time 

when the shares drop by a large enough amount, presenting 

us the chance to buy a high-quality asset with a comfortable 

margin of safety. The company has a long history of strong 

and growing results to which we attribute the source to its 

scale  and its wide-nation capillarity competitive advantages, 

which grants the company, among other things, a greater car 

price discount with the automakers and the access to a more 

competitive cost of funding than its competitors have. All this 

coupled with the management strong execution ability and 

discipline in an industry largely underpe netrated, with 

ample room for growth and consolidation. The resiliency of 

Localiza results along with its strategy to benefit from its 

leadership position and sound balance sheet in times of 

economic distress to hinder the competition and secure 

market share, reinforcing its main competitive advantage – 

scale  – is another attribute that we much appreciate. It shows 

that the company is not only aware of its moats, but also 

actively working to protect and grow it stronger.  

MOI: How do you think about the art of valuing a business? 

To what extent do industry-specific considerations or 

industry comparables play a role , and to what extent do you 

focus on “shareholder earnings” or free cash flow?  

Avila and Wagner: We find it less important on how 

precisely you value businesses than how you act on that 

information. We believe that if an investment thesis depends 

on the accuracy of the forecasts or assumptions, chances are 

our margin of safety is not good enough in the first place. 

Therefore, while  we put effort into using complementary 

valuation models, the goal is always to have a range of fair 

values. The most important part, though, is understanding 

where your return should come from – changes in multiples, 

earnings growth or dividends – and see if the company 

strategy matches that assumption. We wouldn´t want to 

depend on earnings growth through reinvested profits on a 

company that does not generate economic value, for 

example. Typical valuation models such as discounted-cash-

flow do not encompass such distinctions.  

Also, we tend to look more closely at the upside -to-downside 

ratio, because we strongly believe that the bad scenario 

should always be seriously considered on any investment 

when your first duty is to protect capital, which is the case for 

LIS. Huge upsides can be tempting, even when the worst-

case scenario is a total loss of invested capital when you are 
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not paying due attention to the later. So we try to avoid that 

one-sided focus by putting the time and the effort thinking 

and measuring the potentia l downside of every investment 

opportunity. And we do not use industry multiples or any 

source or relative valuation. The assumption of reversal to 

the (industry multiple) mean is weak in cases of big multiple  

disparities, which is caused most likely by company-specific 

circumstances. So we focus on these business conditions, 

instead. Relative performance is also something we do not 

bother with, as we are focused on absolute returns. The fund 

concentrates most of our own savings, after all.  

MOI: How do you strike the right balance between being 

concentrated in your best ideas while  remaining sufficiently 

diversified to keep downside risks under control?  

Avila and Wagner: Great question, and one we are faced 

with daily, because some of our partners at LIS think rather 

differently on the concentration subject – within the 

boundaries of value investing, of course. So, questioning 

came quite  naturally and often in the beginning. Once again, 

we rely heavily on processes for the answer. We discussed 

the concepts behind each type of risk – which helps by 

changing the focus from specific stocks which we may be 

attached to. We created risk exposure tools, including again 

hedge and active cash management mechanisms, and have 

been benefiting from not having to make such decisions in 

the heat of the moment, when all biases come at full strength. 

What we have in the end is that, when you see our portfolio 

getting more concentrated and with bigger downsides on 

individual positions, we will be increasing our protections 

and cash to try to be within the parameters of acceptable 

portfolio downside risk that we have established.  

MOI: What is the single biggest mistake that keeps investors 

from reaching their goals? 

Avila and Wagner: We must talk about professional fund 

managers here, which is the universe that we are engaged 

with, as opposed to individual investors that are much more 

diverse. Our understanding is that there is an excessive 

dependence on the “genius factor” of the portfolio manager. 

We strongly believe in the consensual decision-making 

model, both to question the thesis of each investment with 

some outside view, relatively to the analyst direct involved, 

and to reduce personal biases, which are so common when 

one manager falls in love with a stock or becomes defensive 

when one case goes wrong. And the second thing, still related 

to the dependency mentioned, is the lack of enforceable, 

accountable portfolio protection policies. We all suffer from 

the illusion of control, and it´s when something you were not 

expecting happens – and it will always happen at some point 

– that you lose so much that it really affects the compounding 

effect of stable returns over time.  

MOI: In one of your letters, you recommend Robert 

Winston’s book Human Instinct , which “shows how, 

throughout the history of humankind, civilizations used 

culture as a defense against primal instincts.” Please explain 

why you believe that “discipline in execution creates a 

similar mechanism”. 

Avila and Wagner: Our brain is still hard-wired with several 

primal instincts that have shown undeniably to be of great 

importance in keeping us alive and perpetuating our species. 

The modern life  and societies barely resemble the 

environment in which these hard-wired behaviors patterns 

were molded, though. And even more distant is the complex 

system of the stock-markets. Therefore, our brains are simply 

not well suited to navigate and make investment decisions, 

and most often than not instinctive behavior will lead you to 

disastrous decisions in this realm. Consequently, the need to 

set up processes and mechanisms to restrain natural instincts 

and enforce well-pondered and rational thinking is 

paramount. When you create processes and follow them 

thoroughly, in time they become somewhat automatic and 

are valuable antidotes against instinctive behaviors, as they 

either remove the emotion of the decision-making, or at least 

force you to re -evaluate your decision, based on facts, with 

your counterparts. Culture works in the same way, as 

behavioral patterns that benefit civilization growth were 

enforced and stimulated, eventually becoming habits that 

made them more natural. In time, these little  behavioral 

edges accumulate and make us much less susceptible to 

biases.  

MOI: Which one or two recent books have given you new 

insights into the art of investing? 

Avila and Wagner: While each one of us would have several 

personal suggestions here, let´s stick with two that played a 

key role  for us when we were redesigning our investment 

philosophy.  

The first is called Art of Execution, by Lee Freeman-Shor, 

which is a slap in the face is so many ways and has made us 

realize how damaging several of our investing behaviors in 

the past had been – reading it was a humbling experience.  

The second one is not properly a book, but the collection of 

letters to investors written by Dynamo, a distinguished 

Brazilian asset management company, the first one dating 

back from 1994, is a great source for all value -investors, and 

even more for those interested in having a better 

understanding of the singularities of the Brazilian stock 

market. We have certainly learned and continue to learn a lot 

by reading and pondering over these letters. 

 

https://amzn.to/2JhAvJg
https://amzn.to/2L8A4hI

