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Preview

Good News, Bad News

BP Gets Its Close-Up

BP executives are surely none too happy that after
years of litigation and a final tab of about $44 billion in
fines, penalties, and cleanup costs, Hollywood is tack-
ling the Deepwater Horizon disaster. Produced by
Lions Gate Entertainment (ticker: LGF) and directed
by Peter Berg, the film, which was budgeted at
$156 million, opens on 3,200 screens on Sept. 30.

Deepwater Horizon is a gripping, who-will-survive-
this disaster film, and the somewhat good news for BP
(BP) is that the script focuses almost exclusively on the
April 20, 2010, explosion and sinking of the oil rig, with
only a hint of the havoc wrought by the ensuing spill. 
The bad news is that BP is represented mainly by rig
supervisor Donald Vidrine, played by John Malkovich at
his most villainous while deploying an accent that sounds
like he gargles with molasses.

Mark Wahlberg plays real-life engineer Mike Wil-
liams; Kurt Russell offers griz-
zled down-home sense as
Jimmy Harrell, the crew chief.
The first half shows Williams’
home life and then the machin-
ery and camaraderie aboard.
The rest concerns the harrow-
ing fight to get off the flaming
rig; 11 men didn’t make it.

Deepwater Horizon reflects Berg’s admiration for
the rig workers, who were mostly employed by Trans-
ocean (RIG). And Transocean, which paid $215 million
for its role in the disaster, gets off rather lightly here—
but not as lightly as Halliburton (HAL). It paid just
over a billion dollars to settle fines from a federal court
but is never mentioned in the movie at all.

                                      —  FARRAN SMITH NEHME

Harrowing
An old-school 
disaster flick, 
Deepwater Horizon 
features a villainous 
John Malkovich as a 
BP rig supervisor.

Consensus Estimate
Day Time  Consensus Est Last Period

M 10:00 August Construction Spending 0.3% 0.0%

10:00 September ISM Manufacturing 50.5 49.4
 

W 8:30 August International Trade -41.0 bil -39.47 bil

10:00 August Factory Orders -0.1% 1.9%
 

F 8:30 September Nonfarm Payroll 175,000 151,000

8:30 September Unemployment Rate 4.9% 4.9%

10:00 August Wholesale Inventories 0.0% 0.0%

3:00 August Consumer Credit 16.7 bil 17.71 bil
 

Unless otherwise indicated, times are Eastern. a-Advanced; f-Final; p-Preliminary; r-Revised Source: Bloomberg/FactSet

FOR MORE INFORMATION about coming economic reports - and what they mean - go to Barron’s
Online’s free Economic Calendar at www.barrons.com

Coming Earnings
Day Consensus Year

Estimate Ago

T

Aegion (3Q) $0.36 $0.44

Darden Restaurants (1Q) 0.82 0.68

Micron Technology (4Q) –0.12 0.37

W

Yum! Brands (3Q) 1.09 1.00

More Earnings on Page 51.

Monday 3
Look for the ISM manufacturing index 
for September to edge back into posi-
tive territory, says Steve Blitz, chief 
economist at M Science. He sees Sep-
tember auto sales running at an annual 
pace of 17.5 million.

Reliv International does a reverse 1-
for-7 stock split. 

Markets are closed in Israel for the 
Jewish new year, and in Germany and 
China for other holidays.

Nobel Prize week begins. The prize for 
physiology or medicine is given today.

U.S. Supreme Court starts a new term.

Tuesday 4
Chicago Fed President Charles Evans 

speaks about current economic events 
and monetary policy, in New Zealand. 

Richmond Fed President Jeffrey 
Lacker speaks about the economic 
outlook, in Charleston, W.Va.

Axcelis Technologies hosts a day with 
investors. 

Darden Restaurants and Micron Tech-
nology report quarterly results. 

Cincinnati Bell does a reverse, 1-for-5 
stock split after the market closes.

Markets are closed in Israel and China; 
China’s remain shut through the end of 
the week. 

The vice presidential debate between 
candidates Tim Kaine and Mike Pence 
is held in Farmville, Va., at 9 p.m.

Alphabet’s Google unveils new devices 
in San Francisco, potentially including 
a competitor for Amazon.com’s Alexa.

Wednesday 5
ADP releases its September employ-
ment report.

Factory orders for August and the ISM 
nonmanufacturing index for Septem-
ber are reported.

Acuity Brands, Constellation Brands, 
and Monsanto post results. 

Popeyes Louisiana Kitchen and Hi- 
Crush Partners meet with analysts 
and investors. 

Jefferies Group and Leucadia Na-
tional host a combined investor day.

Ruby Tuesday holds its annual meeting.

The Supreme Court will hear argu-
ments in an insider-trading case that 
could help clarify trading rules.

A. O. Smith splits its shares 2 for 1.

Thursday 6
Challenger, Gray & Christmas issues its 
September job-cut announcements.

International Speedway, Ruby Tues-
day, and Yum! Brands post results. 

Wal-Mart Stores, Curtiss-Wright, and 
Actuant hold investor meetings. 

Friday 7
Nonfarm payrolls for September 
should rise by 155,000, with private-
sector payrolls growing by 165,000, 
says Blitz. The data this week should 
reinforce the market’s view that the 
Fed will tighten in December, he says.

Moody’s reviews Italy’s credit rating.

The annual meetings of the Interna-
tional Monetary Fund and World Bank 
Group begin in Washington. 

Cleveland Fed President Loretta 
Mester speaks about “Fed Communi-
cations.” 

Dates to Watch For: Page M43

Treasury Auctions: Page M51

For more
information about coming
economic reports–and 
what they mean–go to 
Barrons.com’s free 
Economic Calendar.

Friday 7: The September employment report: 
Economists polled by Thomson Reuters project 
employers added 170,000 jobs in September, up from 
151,000 in August.

Edited by Robin Goldwyn Blumenthal
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plenty of room for growth. Liberty’s myriad
businesses and assets (see table above) are 
housed under five main corporate umbrellas—
Liberty Media, Liberty Broadband 
(LBRDK), Liberty TripAdvisor Holdings 
(LTRPA), Liberty Interactive, and Liberty 
Global. Within that group of five are nine 
stocks, including seven tracking stocks. The
complex structure can make it challenging for
investors, but those who have taken the time
to understand it have found it worthwhile.

Tracking stocks reflect the economics of
the underlying business but don’t offer direct
economic ownership. Liberty has long fa-
vored them, based on its view that investors
prefer pure plays and will often assign a so-
called conglomerate discount to multi-asset
or multibusiness enterprises. Trackers re-
main controversial, with detractors citing the
lack of direct ownership as a drawback. 

Looking at the nine stocks, Liberty Inter-
active offers an appealing play on the out-of-
favor QVC home-shopping unit. Depressed 
Liberty Global tracks an improving group of
European cable-TV businesses and could be-
come an acquisition target for London-based
wireless giant Vodafone Group (VOD). 

Liberty SiriusXM (LSXMK), Liberty
Broadband, and Liberty TripAdvisor offer a
good way to invest in satellite-radio behe-
moth Sirius XM Holdings (SIRI), No. 2

U.S. cable operator Charter Communica-
tions (CHTR), and online hotel and vacation
review site TripAdvisor (TRIP), respec-
tively. These three Liberty stocks either
track an equity stake or directly hold an eq-
uity interest in the three companies. Bar-

ron’s wrote favorably earlier this year on one
of the smaller Liberty entities, Liberty
Braves (BATRK), which tracks Liberty’s
ownership of the Atlanta Braves baseball
team as well as a real-estate development
near the team’s new stadium. 

“The Malone magic formula starts with
good businesses that are within his core com-
petency, then putting the right management
teams in place and leveraging those compa-
nies appropriately,” says Marangi. The Ga-
belli funds own a portfolio of Liberty compa-
nies. “One of our golden rules for investing
in media and cable is to be on the same side
of the table as John Malone and to align our
interests with his,” he says.

At 75, Malone remains a guiding force at
Liberty—and remains famously averse to
paying taxes. Liberty is known for shuffling
assets through tax-efficient transactions in-
cluding spinoffs, tracking stocks, and other fi-
nancial maneuvers. Marangi counts seven
Liberty spinoffs over its history as well as a
half-dozen times when tracking stocks were
issued. Among the spinoffs are Discovery
Communications (DISCA) and Starz
(STRZA). Lions Gate Entertainment (LGF)
and Starz are set to merge later this year. 

“No other executive in the U.S. has mas-
tered the intricacies of the tax code to the

same extent that Malone has,” says New
York tax expert Robert Willens. “We are
consistently in awe of the structures he and
his advisors come up with to rearrange his
extensive holdings, always without tax conse-
quences, in the most advantageous way.”

In an interview with Barron’s last week,
Greg Maffei, the CEO of Liberty’s U.S. busi-
nesses for more than a decade, said the Lib-
erty mission is simple: “We’re trying to cre-
ate value for shareholders.” 

Maffei, 56, and Malone see the world sim-
ilarly and operate a little like Buffett and his
longtime Berkshire partner, Charlie Munger.
The Liberty duo focuses on strategy, acquisi-
tions, and capital allocation, while leaving the
day-to-day management of various Liberty
companies to others. “We benefit from our
ability to be long-term and often controlling
shareholders, and from our experience and
industry knowledge,” Maffei says.

But unlike Buffett, who famously has said
the holding period for Berkshire businesses
is “forever,” Malone and Maffei will sell if the
price is right. They orchestrated a sale of Di-
recTV to AT&T (T) in 2015 in a well-timed
deal. Over time, Liberty has excelled at capi-
tal allocation, favoring stock buybacks over
dividends. This reflects in part Malone’s
aversion to taxes. The low-profile Malone
wasn’t available to talk to Barron’s.

Tracking Recent YTD Ent. Value/Cash Flow
Company Ticker Stock Price Change 2016E 2017E Key Assets Comment

LIBERTY MEDIA
Liberty SiriusXM* LSXMK Y $32.92 9.6% 14.2 13.0 65% stake in Sirius XM (SIRI) Trades at a 13% discount to value of Sirius stake

Liberty Media* LMCK Y 28.12 54.9 N/A N/A Formula One racing, 34% stake in Live Nation (LYV) Stock rallies sharply on hopes for Formula One

Liberty Braves* BATRK Y 16.87 -4.4 N/A N/A Atlanta Braves baseball team, real estate Should benefit from new stadium opening in ‘17

LIBERTY INTERACTIVE
Liberty Interactive/QVC QVCA Y 19.84 -27.4 8.9 8.3 QVC shopping business, 38% stake in HSN Stock looks cheap after swoon on weak June sales

Liberty Ventures LVNTA Y 39.42 -3.3 N/A N/A Stakes in Liberty Broadband,Charter Communications Trades at estimated 15% discount to sum of parts

LIBERTY GLOBAL
Liberty Global LBTYK Y 32.82 -11.2 9.6 9.0 European cable-TV assets (Germany, UK, Netherlands) Improving story. Might be target for Vodafone

Liberty LiLAC LILAK Y 28.24 -34.4 8.1 7.2 Latin American cable TV, telecom Recent deal gives it exposure to 20 countries

STAND-ALONE
Liberty Broadband LBRDK N 71.81 38.5 10.4 9.3 17% stake in Charter Communications (CHTR) Stock at 10% discount to Charter stake value

Liberty TripAdvisor LTRPA N 21.69 -28.5 21.6 17.0 22% stake in TripAdvisor (TRIP) Stock likely would get boost if TripAdvisor is sold

*YTD change since spinoff 4/18/16. N/A=Not applicable Sources: Thomson Reuters; Bloomberg; Macquarie Research
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The Liberty Empire
Five Liberty companies have issued nine different stocks. Some reflect operating businesses like QVC, and the rest track other companies like Charter Communications, Sirius XM, and TripAdvisor.

John Malone, the storied chairman of 
Liberty Media, has built his empire via 
often mind-bending financial moves.
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