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My Professional Background 

Robotti & Company Advisors, LLC
🢒 JEN Capital Partners

Third Avenue Management LLC
🢒 Partner, CIO, PM, Senior Analyst

🢒 Senior PM: Small Cap Value Strategy

Banker & Business Owner

2016 – PRESENT

1995 – 2014

1984 – 1993



“Think like Main Street,  
not Wall Street.”

Martin J. Whitman, Founder 
Third Avenue Management 



Rational Investing: 
“Growth” and “Value” are Joined at the Hip
Cheap is a necessary, but not sufficient condition, for an investment.



How Do You Lose Money in Investing?

Getting to the top is 
optional. Getting 
down is mandatory.

- Ed Viesturs

“

Buy a Buggy Whip Business 
(competition, substitution, obsolescence)

Too much leverage 
(inappropriate capital structure)

Overpay 
(exposes downside with stagnant or declining business value)

Position size 
(overconfidence, poor process)



Traits That Can Protect Capital – Questions I Ask

Some Key Questions to Consider:

🢒 Can you identify multiple, credible avenues for 
improving business economics?

🢒 Why might the securities carry a discounted valuation? 
Complexity, neglect, weak short-term outlook?

🢒 Does the current valuation offer an asymmetric return 
profile with plausible downside protection?

🢒 Can the balance sheet sustain the business through 
difficult business conditions?

🢒 Do management’s incentives and track record suggest 
an alignment with outside shareholders?

Things don’t always go according to plan. Uncertainty is a certainty.



EBITDA ≠ Cash Flow (Real Rule #1)

Develop multiple perspectives; decide what is relevant, weight it; be wary of the pitfalls

Valuation Considerations

1. Going Concern (Enterprise / Equity Market Value)

2. Historical (relative to the company’s prior valuation history)

3. Public company comparables

4. Precedent transactions (M&A, trade sales)

5. Discounted Cash Flow (DCF)

6. Replacement cost or asset based

‣ EBITDA, EBITA, earnings, cash flow, sales/revenue, GAAP book value

‣ “Owner earnings” (earnings, adjusted for D & A, maintenance cap-ex and working capital)

‣ Free cash flow yield (levered v. unlevered)

‣ What has changed? Balance sheet, growth, margins, returns on capital, competition

‣ What might account for differences? Accounting, financial leverage, growth, margins, business mix, ownership 

‣ Arm’s length transactions of similar businesses among knowledgeable buyers and sellers

‣ The “Hubble Telescope” of valuation techniques (Garbage In, Garbage Out)

‣ Relevant in cyclically depressed, capital intensive industries with cyclical earnings

‣ Examples: oil/gas, mines, pipelines, ships, heavy industry, timber, real estate



Valuation Considerations (Cont’d) 
7. LBO or Purchase of Control

8. Adjustments / Supplemental

9. Avoid	Precision!	

10. Corporate	Values	are	Dynamic

11. Why	are	you	doing	this?	To	protect	your	downside!

12. Consider	a	“corporate	finance”	or	“control	buyer’s”	perspective

13. Public	market	prices	reflect	the	marginal	buy/sell,	not	the	value	of	the	business!

‣ Input / assumption dependent, availability of capital

‣ Hidden / under earning assets, contingent liabilities, contracts, tax attributes, brands, other intangibles. 

‣ Subscribers/customers (cable, telco); maintenance/recurring revenue (software, asset management).

‣ Create a range of “fair value” with a credible downside valuation

‣ Consider	that	dynamism	before	selling/adjusting	position	size

‣ Develop	an	asymmetric	upside	/	downside	scenario	(e.g.,	3:1)

‣ What	might	the	business	be	worth	were	the	assets	re-deployed	or	liabilities	refinanced?

‣ What	might	someone	pay	for	control	of	the	firm?



Make Life Easier – Avoid Crooked People, 
Dumb Ideas, Poor Incentives, Hype 
Find the “one foot hurdles, not the six foot hurdles.”



Fish Where Others Are Not 
With information and data commoditized, how do you get an edge? 

Advantage Others Experience/View Where to Find

Time Horizon Short-Term Stock Price Performance 
Cyclical Industries (“Where 
are we in cycle?”) 

Temperament “Dead Money” / Short-Termism 
Business Transitions Earnings 
“Disappointers” 

Informational Neglect, Complexity, Pessimism 
Conglomerates; Spin-
offs/Corporate Action; 
Business Transitions

Structural Liquidity, Capital Flight, Orphaned 
Small Caps, Multi-Class 
Shares, Limited Float, ESG 
mandates



Case Study 1 – FRP Holdings, Inc.
Diamonds in the rough don’t always “screen well.”

Business description: 
Holding company with interests in real estate development and aggregates mining royalties.
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Case Study 1 – FRP Holdings, Inc.
Getting beyond the statistics. Baker family has created massive wealth over multiple generations.

FRP Holdings / Baker Family Milestones



Case Study 1 – FRP Holdings, Inc.
Sum-Of-The-Parts (SOTP) tells a different story about value. 
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Case Study II – Exor N.V. 
Value hiding in plain sight.

Source: Exor 2020 Annual Report



Case Study II – Exor N.V. 
Disciplined and patient capital allocation has produced good results.



Recommended Reading – Books I Enjoyed

Against the Gods
Peter L. Bernstein, John Wiley & Sons, Inc., 1996

The Outsiders: Eight Unconventional CEOs
William N. Thorndike, Jr., Harvard Business Review, 2012 

Lords of Finance
Liaquat Ahamed, Penguin Books, 2009

Capital Account
Edward Chancellor (edited), Thompson, 2004

Dear Chairman
Jeff Gramm, Harper Business, 2015

Think Again
Adam Grant, Viking, 2021

Thinking in Bets
Annie Duke, Penguin Random House, 2019

The Undoing Project
Michael Lewis, W.W. Norton & Co., 2016

When Genius Failed
Roger Lowenstein, Random House, 2000

Moneyball
Michael Lewis, W.W. Norton & Co., 2003



Q&A
Thank You!


